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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Monday 21 January 1991 


The committee met at 1335 in room 228. 


PRE-BUDGET CONSULTATIONS 


The Chair: Before we begin hearing from the Minis- 
try of Treasury and Economics, I would like to ask Mr 
Decker to make a report. We had asked originally, through 
agreement of the subcommittee, to have the Bank of 
Canada make a report today and for John Crow or one of 
his assistants to come and speak to us. I would like to ask 
Mr Decker to give us an update as to that situation and 
what happened. 


Clerk of the Committee: At the direction of the sub- 
committee, I did contact the governor’s office of the Bank 
of Canada and was informed that the governor himself was 
planning a trip to Australia later this month and was in 
intensive briefings for that and therefore would not be able 
to accept the committee’s invitation. Apparently, some 
thought was given to allowing either an assistant governor 
or someone else from the governor’s office to come and 
meet with the committee, but ultimately they declined the 
committee’s invitation. 


MINISTRY OF TREASURY AND ECONOMICS 


The Chair: I would like to introduce members from 
the Ministry of Treasury and Economics. Is it Bryan 
Davies, the deputy minister? 

Dr Christie: I am sorry, the deputy minister could not 
be here. My name is Bob Christie. I am the assistant 
deputy minister in the office of economic policy and I will 
be co-ordinating our discussion. Qaid Silk is the director 
of our economic forecasting branch, and David Trick is the 
director of our demographics and social economics branch. 
We have a small handout that may assist the members of 
the committee in terms of going through the material that 
we came here to discuss. 


Mr Phillips: I hope we are all into speed reading. 


Dr Christie: You know us too well. There is no GST 
on this material, I might add. 


The Chair: I trust it is printed on both sides. 


Dr Christie: It will be next time. Your comment has 
been noted. 

Everyone has a copy. Page 1 provides a summary of 
Ontario’s economic outlook as presented in the paper 
teleased early in December. You will note that we expect 
in this outlook very marginal growth performance next 
year, now this year, with no job creation after a loss of 
12,000 jobs in 1990, an unemployment rate that rises a full 
per cent to 7.3% in 1991 and a CPI inflation rate of 6.1%, 
up from below 5% in 1990. 

The economic recovery from recession in this outlook 
is expected to commence by the middle of the year, but the 
tisk, I think, fairly clearly, as indicated in that document 
and by some of the comments we will make here today, is 
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for a recession that lasts longer and for a recovery that 
begins later than indicated here. 

The unemployment rate clearly, as I have indicated, 
would rise. There would be no job creation. The increase 
in inflation is almost entirely due to the GST, but higher oil 
prices are a factor as well. We are noting here parenthcti- 
cally, although I am sure it is matter that is on the minds of 
the committee, as it is on all of our minds, that the Middle 
East situation makes the oil price component of the infla- 
tion forecast quite uncertain, as it makes almost all com- 
ponents of this forecast more uncertain than these things 
almost always are. But in that connection, the forecast 
looks for oil prices in 1991 to average about $26 a barrel, 
up from about $24.50 a barrel in 1990. 

The 1992-94 period, the medium term, shows a return 
to more normal levels of growth but levels of growth that 
are somewhat below those experienced in the mid to late 
1980s, when growth in Ontario averaged somewhat over 
5% per year. 

The primary reasons for this more modest growth over 
the next few years are what we believe will be a continua- 
tion of relatively tight monetary policy in Canada, the 
value of the Canadian dollar, which remains relatively 
high, a weak United States demand growth and ongoing 
structural adjustment in the Ontario economy to the free 
trade agreement and trade developments internationally in 
general. 

Page 2 reviews some recent developments. 

1340 

Mr Phillips: On page 1, I think the 1990 job numbers 
are out now, if I am not mistaken. I think instead of minus 
12,000, it is minus 120,000. 

Dr Christie: This is a year-over-year average. The 
average level of employment in 1990 is about 12,000 
below the average level of employment in 1989. If you 
look at end-of-year employment, say, versus the peak 
level, it will be closer to the figure you mentioned. These 
numbers here for inflation, job creation and the unemploy- 
ment rate are annual averages. 

Mr Phillips: But as an indicator, at least for me, at the 
year-end there were 120,000 fewer jobs, and I think there 
were about 165,000 fewer full-time jobs at year-end. 

Dr Christie: We have some detailed labour market 
material coming up later, if we could take that under ad- 
visement perhaps and deal with it then, or would you 
prefer to go right to that material? 

Mr Phillips: My point is just whether knowing that at 
year-end we were at minus 120,000 influences at all your 
average projections for 1991. 

Dr Christie: It does in the sense that we are starting 
from quite a low base, and in order to realize the zero net 
on average in 1991 we need to have and do in fact have in 
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the forecast the resumption of job growth, along with the 
recovery from recession. That is part of the forecast. 


The Chair: This is a very lengthy document. Could I 
ask that we have one question and perhaps if the question 
is answered later on, we could work that out so that we can 
move along quickly. 

Mr Kwinter: Could I just ask one question about 
your assumption about the price of oil? The media today 
indicated that in fact the price of oil may be down around 
the $18-a-barrel mark. How is that going to impact on your 
projections? 

Dr Christie: Again, for Ontario, obviously a lower 
price of oil is better, as a rise in the price of oil for Ontario 
is like a tax increase levied by an outside party. It is a drain 
on disposable income in Ontario. For example, we have 
some material, again later on—and I hope I do not distract 
the committee too much by anticipating later things in 
responses to these questions—we have a slide that shows 
the impact of a $10-a-barrel difference in the price of oil 
on the Ontario economy. 


Mr Jamison: Actually my question involved the oil 
question, but seeing as it is a long report, | suggest that 
maybe we try to work our way through the report. 


Dr Christie: Because a number of things have hap- 
pened since this forecast was done and because the situa- 
tion is sufficiently fluid, we felt that we should highlight a 
few of those recent developments to give you a sense of 
the way in which we see the risks to this forecast. As I 
think I mentioned before, it is fair to say at this point that 
the risks generally tend to be on the downside, that is, that 
the unfolding situation will not be as positive as even the 
very marginal kinds of growth numbers we displayed in 
the forecast. 

As noted, the United States has followed Canada into 
recession and in fact industrial production in the United 
States over the past few months has fallen quite sharply, 
with the obvious impact on US exports. The unemploy- 
ment rate for December in Ontario rose to 7.8%, which 
would require that on average the unemployment rate fall 
in 1991 in order to realize the 7.3% in the forecast that was 
presented. In fact, the last two months of data which be- 
came available showed a more marked deterioration in the 
employment outlook and unemployment rate than had 
been anticipated at the time of making this forecast. 

Housing activity, again, has been very weak. The dollar 
has remained very high in spite of lower interest rates, and 
the federal government has indicated that it continues to 
see the battle against inflation as a higher priority than any 
moves to deal with the recession, the risk on that side of 
course being a more restrictive fiscal stance and monetary 
stance on the part of the government of Canada than we 
might have anticipated a couple of months ago. 

Generally, the continuing uncertainty about events in 
the Middle East and the impacts of those events on con- 
sumer confidence may well slow the recovery. These are 
all factors that we are looking at as we continue to review 
the outlook in preparation for the budget forecast, which is 
released with the budget. 


Page 3 gives you some indication of the way in which — 
other forecasters are looking at the Ontario economy. It 
gives you some sense for the way in which forecasts have 
been moving in the past few months. As you can see in the 
October-November period, among those who had current 
forecasts at that point, the range was essentially between 
minus 1% and 1% and is in and around zero as a sort of 
central tendency. At the moment, there are very few people | 
calling for positive growth in Ontario. They range from | 
minus 0.3%, or essentially no growth, to a low of minus | 
3% from the Bank of Nova Scotia. | 

I think the wide forecast range that we are seeing here | 
reflects in part the level of uncertainty in the environment, 
the level of uncertainty among forecasters, and the variety | 
of assumptions that people are making about how things | 
will unfold in the Middle East and what will happen to the | 
price of oil, among other things. On average, forecasts for | 
both the United States and Canada are moving lower. We | 
have noted here that the average forecast for Canada in 
terms of the most recent forecast available is for the | 
economy to continue to shrink by about 0.5%, with the US | 
now seen as being very much the same level. 


Finally, we have provided a summary of the antireces- | 
sion measures that the Treasurer announced in his state- 
ment on 4 December, with the $700 million from the 
province leading to about $1 billion in short-term capital 
projects to stimulate employment. The decision not to im- 
pose the retail sales tax on the GST has had the effect of 
saving consumers about $500 million per year, which will 
improve ability to consume. The extension of the Ontario. 
current cost adjustment to the end of 1991 provides some. 
incentive to investment. The confirmation of the more. 
generous Ontario tax reduction provides $44 million to) 
low-income earners. 

Taken together, we expect these measures to boost real | 
output in the Ontario economy by about 0.6% in 1991 and| 
create more than 20,000 jobs; that is, without these) 
measures, our forecast as tabled in early December would | 
have been for a small reduction in the size of the economy, 
next year. 

I will ask Qaid Silk now to give some more of the. 
background. 


Mrs Sullivan: I just have a clarification. Just so that 
we know where we are coming from, the Ontario current) 
cost adjustment is the 30%? 


Dr Christie: Yes. | 
Mrs Sullivan: This was the target last year. The On- 
tario tax reduction was also in the budget last year. The $1. 


billion in short-term capital projects, is that new money or 
is that already in the 1990 budget? ) 


Dr Christie: No, that was not in the 1990 budget. 
Mrs Sullivan: So this is all new. 
Dr Christie: Yes. 
Mr Silk: So is the RST. There is no RST on GST. 
Mrs Sullivan: That was not in the 1990 budget. 


Mr Silk: No. Basically what I will do is take you. 
through the next few slides, which will give a bit more, 
detail on the element we presented in the summary. | 
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The first slide obviously gives you the international 
economic environment. As you can see, we are expecting 
slow growth everywhere in the rest of the world, especial- 
ly the US, our major trading partner, which is already in a 
recession. It entered a recession in the fourth quarter of 
1990 and it is expected to be in a recession at least for two 
quarters. Some people think it might be a three-quarter 
recession. In any case, it is very slow growth, 0.4% 
average in 1991. 

For the OECD as a whole—in other words, all the 
industrialized world—we are basically talking about just 
under 2%, with Japan and Germany leading. But both of 
those countries slowed down as well. Partly there are some 
uncertainties there too with respect to German reunifica- 
_ tion, and of course Japanese financial markets being quite 
high-levered and of course having experienced a sig- 
nificant downturn in late 1990. There are some uncertain- 
_ ties, but that basically does not change the story of slower 
growth in the rest of the world. 

Slide 6 basically gives you a visual on the outlook that 
Bob presented for Ontario and of course for Canada. We 
are expecting the economy to begin a modest recovery by 
_ the middle of the year. The recession is hitting central 
_ Canada the worst in the country, mainly because manufac- 
turing is in a recession and has been in a recession since 
_ the spring of 1989. We will talk about that a bit later in this 
presentation. Of course, we have had this much sharper 
correction both in sales and in prices in the Toronto hous- 
ing market. That is basically because there is a drag in 
central Canada much lower than in the rest of the country. 
1350 

Slide 7 just gives you some sort of comparison of this 
recession versus the previous one, 1981-82, and the 
recovery period that will ensue from this recession com- 
pared to the one that occurred after the 1981-82 recession. 
The story really is that we essentially expect this recession 
to be much milder than the one in 1981-82, with the risks 
that Bob mentioned earlier. There is a lot of uncertainty, 
both with respect to oil prices and the duration of this war, 
and that could basically mean a longer recession and a 
delayed recovery. Notwithstanding those caveats, at this 
point we are seeing a milder recession, but by the same 
_ token a much more modest recovery: 2.9% average annual 
_ growth in the 1992-94 period compared to over 5% over 
- the 1983-89 period. That is basically because, as Bob men- 
tioned, we have higher interest rates through the forecast 
period, a higher dollar and, of course, adjustments related 
to the free trade agreement and the GST. 

The next slide takes you to housing starts, 1989-91, 
and you can see that there is a significant decline in 1990 
that we have just experienced in actual housing starts. It 
Says “estimate,” but we just got the actual this morning for 
December and therefore for the year. The actual was 62.6 
Or 62,600 starts for 1990, a sharp drop from the 1989 
number, and we are saying that 1991, this year, will also 
See a further drop. Basically, we have the same things: the 
high interest rates, the very large inventory, especially of 
condominiums, price declines and the reversal of inter- 
Provincial migration that helped in the late 1980s to boost 
housing. In addition, GST will obviously discourage new 


home construction as well as resale activity, so we are 
seeing 54,000 starts in 1991. 

Slide 9 gives you the forecast for real business invest- 
ment both in machinery and equipment and in plant con- 
struction. In both elements we are seeing declines both in 
1990 and 1991. Why? We have enumerated reasons there. 
We have obviously got a significantly lower corporate 
profit. We have a very weak economy and demand grow- 
ing very weakly. We have a lot of excess capacity and 
nobody is going to be that tempted to put in extra capacity. 
We have the continuation of high interest rates, which 
means that it is very discouraging to put in new plants and 
equipment. In addition, we have very high commercial 
vacancy rates. and that is going to affect negatively or 
adversely commercial construction. 

The next slide looks at the export-import sector of the 
Ontario economy. The dark chart is the exports, the light 
one is the imports. In 1990, at least in the first half of the 
year, we had a substantial trade surplus going, and that was 
because we had a lot of machinery equipment exports to 
the United States related to a business investment boom 
that was going on there. We had auto exports going quite 
strongly. That was in the first half of the year. It slowed 
significantly in the second half. 

Of course, this year we are seeing a sharp reduction in 
exports growth, basically the 0.6, very little growth. That is 
because the US is in a recession. Obviously, with a more 
severe downturn in the US, we could have a decline in 
exports. Imports fell last year 1.6%. We are seeing no 
change in imports in 1991, basically because our economy 
will be very weak. Consumer spending will be weak, busi- 
ness investment north of the border will be very weak and 
that just will not pull in a lot of imports. 

The next slide looks at the Ontario and Canadian infla- 
tion rates, and you can see from the chart—the light bar is 
Ontario, the dark is Canadian—in both 1989 and 1990 the 
Ontario rate was higher than the Canadian, in 1990 just 
marginal, but in 1991 we expect the Ontario rate to be 
lower than the national rate. On the other hand, both of 
them are going to be higher than 1990, 6% plus, and that is 
primarily because of the GST. Without the GST, we think 
actually inflation would have fallen slightly in 1991. 

In addition, of course, we have got the oil price uncer- 
tainty. On the one hand, if we get a very short war—and 
this was the question referred to earlier—we could of 
course get lower oil prices and that would dampen infla- 
tion. On the other hand, a six-month or longer war as 
opposed to a six-week war would actually most probably 
lead to high oil prices and boost inflation. At this point we 
are sort of in a base case kind of way, if you like, if we 
have a short war in terms of what is built in here, but none 
the less there is some uncertainty about that. 

The reason we will have lower inflation than nationally 
is because we have a much weaker economy and, of 
course, because the government has decided not to put 
RST on GST, which reduces provincial inflation by about 
one tenth to two tenths of a percentage point, so that helps 
keep the relative differential in Ontario’s favour. 

On the unemployment side, the next slide, we have got 
the unemployment rate already risen in 1990, as you had 


F-4 STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 








referred to earlier, a 6.3% average for 1990, and we have 
got it going up another percentage point in 1991 with total 
employment remaining static, not changing at all on an 
average for the year. That, as Bob pointed out, would mean 
that there will be some resumption. Just as the economy 
recovers by midyear, there will be some resumption of 
employment growth by midyear as well, so that for the 
year as a whole it will mean no change in employment. 

You have got unemployment rate averaging 7.3% and, 
as Bob pointed out, we have ended last year with 7.8%. 
That is the number that came out after we had finished this 
forecast here, so in a sense we think that that is going to be 
reasonably on track. None the less, if we have got a much 
weaker economy, a lot more loss of confidence, that is 
going to push the recovery and therefore keep that un- 
employment rate quite high through this year. 

The last slide I have before handing it over is the oil 
price slide that we have got. What this does is give you 
some idea of what will happen if oil prices remain high, in 
this case a $10 increase in the price of oil. You can see its 
extremely adverse impact on the Ontario economy. We are 
an oil importer, and it is like a tax being imposed on us by 
foreign countries essentially. It is adding $2 billion to our 
oil bill. It really undermines personal income and therefore 
consumption. 

Obviously it has a very negative impact on consumer 
confidence and business investment in Ontario; not energy 
investment but business investment in Ontario. To some 
extent it raises the interest rates worldwide and that affects 
our trading partners and subsequently us as well in a 
second-round effect, if you like. Partly the Canadian dollar 
is seen as a bit of a petrocurrency, because we have provin- 
ces that are affected very beneficially by high oil prices. As 
you have observed in the last little while, the Canadian 
dollar does benefit when the expectations of oil prices rise, 
but unfortunately that for Ontario is not very good initially 
and again undermines growth. 
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Basically, we are saying that if oil prices rose $10 as a 
result of a long, protracted war, that would be another sort 
of double whammy, if you like, for the Ontario economy. 
On the other hand, the reverse is true in some sense. It is 
not entirely symmetrical, but to some extent oil prices fell 
recently and they are now just under $20. I do not know if 
they would fall to $10 a barrel, but if they at least fell to 
$18 or $15, that would be beneficial, but not entirely sym- 
metrically because it does take a bit of time. Confidence 
gets eroded much more rapidly than confidence gets built 
up. So it would have a beneficial impact, but would not be, 
as I said, symmetrical. 

If there are no questions at this point, I will hand over 
to my colleague David Trick and he will talk about the 
labour markets. 


Mr Trick: What I would like to do in the next few 
pages is look specifically at the employment situation over 
the last couple of years. What the graphs on these several 
pages normally do is show the situation since 1989 and 
then, for comparison and as a historical benchmark, show 
the situation during the 1981-83 recession. In general, as 


| 
| 
| 
Qaid noted, we are expecting that this particular recession | 
will be somewhat less severe than the last one. At the same | 
time, you will see on every graph that the numbers are | 
certainly not great cause for optimism. | 
Having said that, then you start on page 14. Page 14 | 
shows the overall employment situation in the province. 
Just as an explanation of how this graph is set up, the 
employment for August 1989 is set equal to 100 and is_ 
shown in the dotted line on this graph, and then the 
employment for August 1981 is also set equal to 100 and 





is shown as the solid black line. 
One thing I should point out about most of these | 
graphs is that the employment data are not seasonally ad- - 
justed so you will see the pattern of summer and winter 
there. In general, you lose about 200,000 jobs between | 
summer and winter in Ontario just because of things like | 
tourism, agriculture and construction, which are all highly | 
seasonal industries. With that in mind, clearly the pattern’ 
on this graph is first of all that employment during the. 
present recession is lower than it was at its peak, which | 
was August 1989. | 
Second, it is not quite as severe a situation as we had in. 
the previous recession. As Qaid was saying, we are expect- | 
ing employment as a whole to be fairly static between this. 
year and last year, so the prognosis will be that the line for 
1991 will neither be much higher nor much lower than. 
what you see here for 1990. | 


Mrs Sullivan: I would like to look at the graph in a 
little bit more depth. On the bottom, what are the years? I 
gather that what you have done is go to a base of 100 to 
compare these graphs, one of which is a 1989 base year of 
100 and one a 1981 base year of 100. 


Mr Trick: That is correct. If you see along the left- 
hand axis there, August 1981 equals 100 for the solid black: 
line and August 1989 equals 100 for the dotted line. Along) 
the bottom for the dotted lines, the years are August 1989) 
going through to 1990. There is no line shown for 1991) 
yet. For the solid black line, it starts in August 1981 and 
goes through April 1984. The point is simply to try to 
compare the progress of this recession compared to the last 
recession. 

‘ 





y 


Mr B. Ward: The graph lumps all the jobs, does it 
not? | 


Mr Trick: That is correct. 


Mr B. Ward: Is it possible that we could ditfakential 
between manufacturing jobs and service sector jobs? Is 
that a possibility? | 


Mr Trick: Yes. A few pages along, there is a feat 


down just like that. 


Mr B. Ward: We should not be asking any Ati 
because you have everything covered. | 


Mr Trick: That is quite all right. I am always glad if 
there is a question we might have answered. 

_ Just turning to page 15, we show a similar set of dat 
with respect to the unemployment rate. As Qaid said, th 
prognosis for the coming year is that the unemployment 
rate will be roughly 7.3%, so it does not go terribly much 
higher than where you see the end of the line now foi 
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1989-90. By comparison, in the last recession we did get 
up to about 12% at one point. Again, there is some indica- 
tion that the severity is not quite as great, although clearly 
the situation is not optimal. 

Just as a matter of background, we are going to go 
through several slides that show the impact of a recession 
on men over the age of 25, women over the age of 25 and 
youth aged 15 to 24. One of the things you have to keep in 
mind is the change in the demographic structure of the 
province over the past 10 years. During the last recession, 
much of the baby boom was still entering the labour force 
and consequently we had quite a substantial rise in the 
youth unemployment rate in the last recession. 


The Chair: The chart on page 15 indicates that the 
unemployment rate seasonally adjusted at 7% was reached 
in October. You are making the assumption that the reces- 
sions are starting, are you not, in the same time frame, in 
the same quarter, or at the same rate? 


Mr Trick: Why do we pick those two as the base? 


The Chair: Let me just finish my question. The ques- 
tion is that given that you have started with 1981-83 reces- 
sion at 6.5%—you have that line—and we have just 
passed that now, how do we know that this is parallel or 
co-ordinating? How do we know that we are not at the 

beginning of the upsurge where the graph starts to peak? 


Mr Trick: There are two or three different questions 
there. Let me start with the question of why was it higher 
in early 1981 as compared to early 1989. Essentially that 
was the demographic fact that you had so many young 
people in the labour market at that time. We went through 
a long period of roughly a decade when unemployment 
rates were substantially higher than what they had been 
previously or what we experienced, say, during the late 
stages of the expansion in 1987, 1988, 1989. 

For this whole decade from roughly 1975 to 1985, un- 
employment rates tended to be higher than historical 
average because there were so many young people trying 
to enter the labour market at the same time. Essentially 
your question is how do we know that 1991 will not be 
worse than 1990 and then 1992 worse than 1991. The 
forecast which Qaid presented is not based on just this 
kind of graph. The forecast is based on looking at the 
actual situation in the economy as of the last few months 
and the expectation for it. 

The purpose of this graph is not to show that this is 
how we do a forecast, but just to show the severity of the 
two situations. 

On page 16, to reiterate the point I guess I just made, 
the number of young people in the labour market has 
tapered off somewhat since the early 1980s. Meanwhile, 
there has been a substantial rise in both men and women 
over the age of 25 in the labour market. Partly that is 
because baby-boomers are now between the ages of 
roughly 25 and 45 and partly it is because of the higher 
participation rates of women in the job market. 
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Mr Phillips: What do you expect the labour force to 
_ grow by next year? How many people roughly? 





Mr Silk: I have it at 1.3%. I can tell you in a minute 
how many people that is. 


Mr Phillips: Maybe 60,000 or something like that? 
Mr Silk: Some 66,000. 

Mr Phillips: So that is the number of jobs you create? 
Mr Silk: That is right. 


Mr Phillips: To keep the unemployment rate the 
same. 


Dr Christie: To keep the number of unemployed the 
same, which would be pretty close. 


Mr Trick: On page 17 we show a breakdown between 
the experiences of men and women during both recessions. 
If we start with the chart at the top for males, we see that 
the number of males employed at this point is about 93% 
of the number employed in August 1989. This shows 
somewhat less severity than in the previous recession. At 
the worst point of the previous recession we had 85% as 
many males employed at the bottom as we did at the top. If 
we look at the graph for females we see a somewhat dif- 
ferent experience. For a number of reasons which we will 
go into in a minute, females have been so far not as severe- 
ly affected as males in terms of job loss. Right now rough- 
ly 99% as many women are employed today as were 
employed at the peak employment level of August 1989. 
That was true of the earlier recession as well. 

On page 18, we show the seasonally adjusted un- 
employment rate by age and by sex. The first group that is 
typically affected by a rise in unemployment is youth 
under the age of 25. Typically they have the least seniority, 
they are often in the least stable jobs, part-time jobs and so 
on. In both recessions they were the first group to have 
their unemployment rate rise. The rise, at least so far in 
this recession, has been nowhere near as great as in the 
preceding one because of the demographic reason I men- 
tioned. 

For men and women over the age of 25, it is only in the 
last two or three months that their unemployment rate has 
started to rise in any substantial way. Prior to that it was 
relatively flat, as you can see on the graph. 

On page 19, we show unemployment rates for men and 
women respectively. Typically, during periods of expan- 
sion the male unemployment rate is somewhat lower than 
the female rate. During periods of recession you tend to 
see the reverse. Certainly in the last recession the male 
unemployment rate was higher. In recent months it has 
crossed over again; the male rate is now higher than the 
female rate after having been lower for much of the period 
of expansion. 

On page 20 we see some of the same trends, except 
shown for employment rather than unemployment. For 
both men and women over the age of 25, it is only in the 
past few months that you see much of a dropoff at all. So 
far, as I say, most of the effect of job loss has been on 
young men and women under the age of 25. 


Mr Phillips: Although that is the average job. I think 
in the last 12 months 116,000 males have lost their full- 
time jobs. 
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Mr Trick: I would have to look up the number. That 
would not surprise me. That would probably include all 
age groups. 

Mr Phillips: Yes. Let’s just say if you took the end of 
December as opposed to your average. 


Mr Trick: On page 21 we show the breakdown for 
young men and young women. Both of them have dropped 
off fairly substantially over the last year and a half. The 
dropoff for young males has been somewhat more sub- 
stantial than for females, but it is clear they are both on a 
negative path. 

On page 22, to return to the question I was asked ear- 
lier, we see a breakdown by service sector versus goods 
sector. You see quite a substantial difference in the two 
patterns. In both recessions it is typically the goods sector 
where you see the most job loss. The service sector actual- 
ly has grown slightly in both recessions. Because 84% of 
women work in the service sector, they are somewhat less 
affected by recessions than are males; then, during a 
recovery the opposite happens in that males typically pick 
up most of the jobs during a recovery and expansion. 


Mr Phillips: You include full- and part-time jobs in 
your numbers, do you not? 


Dr Christie: That is right. Just before we leave that 
page, I should mention that there is an appendix to this 
presentation which goes into far greater detail than you 
perhaps care to hear on the demographic and age and sex 
breakdown of the employment experience of this reces- 
sion. We are not going to go through those graphs one by 
one, but I will just point out to you that they exist. 


Mr Phillips: What percentage of the gross domestic 
product do the two sectors produce, the service and the 
goods? 


Mr Silk: The service sector is about 70%, and the 
goods, including manufacturing, is about 30%. 


Dr Christie: I think John Hoicka has these numbers in 
detail. Manufacturing tends to be 24% to 25%; agriculture 
and the primary sector have the rest. We can get the exact 
numbers for you. 


Mr Fletcher: As far as the service sector jobs are con- 
cerned, you do not differentiate between the public service 
and the private service sectors? 


Mr Trick: No, these are both included in those data. 


Mr Fletcher: You cannot tell me, then, if over the last 
four or five years or in the last recession whether govern- 
ment has been spending more money by hiring more 
people through job creation employment programs or 
whether it has been the private sector that has been carry- 
ing it? 

Mr Trick: I do not have those numbers with me. We 
can certainly try to find them for you. 


Mr Fletcher: I would not mind finding out. 
Mr Jamison: What you are saying, for my own 
clarification, is that the service sector has grown sig- 


nificantly between the last recession and this recession and 
the goods sector has correspondingly shrunk? 


Mr Trick: The number of people employed in the 
goods sector has been roughly constant for the last 10 
years if you leave out cyclical variations. There has been 
no particular expansion in employment in goods produc- 
tion. Most of the net expansion in employment over that 
period has been the services. 


Mr Phillips: The numbers I have seen on manufactur- 
ing are that we have 10% fewer jobs today than we had 12 
months ago in manufacturing. Is that right? 


Mr Trick: Yes. 


Mr Hansen: With the loss of manufacturing jobs, 
there might be an increase of service jobs but looking on 
into 1991 it could possibly catch up that these manufactur- 
ing jobs we have lost, where people are not working, could 
affect the service industry also. Is that a good indication 
here, reduction in services? 


Mr Trick: There are a couple of different factors. One 
is that as you lose manufacturing jobs you do lose some of 
the momentum of the economy. We have taken that into 
account in producing the forecast for the coming year. As 
mentioned earlier, the forecast for the economy as a whole 
is roughly stable in employment, so that is factored into 
our overall forecast. 


Mr Hansen: One thing I see is that when we are talk- 
ing about layoffs in 1989 and 1990 we are talking about 
loss of jobs going to the United States, which is quite a bit 
different. So when we talk about this turnaround in the 
economy, we are going to wind up not having these jobs 
rejuvenated. They are not layoffs; they are actually plant 
shutdowns. So I think there is going to be quite a bit of 
difference between the 1981 and the 1991 comeback. 


Mr Trick: That is certainly consistent with our own 
forecast. We think the recovery will be somewhat slower 
than it was in 1983-84. You are making exactly the point I 
would make about this graph on page 23, that even though 
the overall number of layoffs does not yet match what we 
saw in 1982, the number of complete closures is quite 
substantially higher than in 1982, and those are workers 
who are not going to be recalled. So you are right. 
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Mr Fletcher: On page 23, could we have in some 
way a correlation between the job loss in Ontario com- 
pared to the job increase in some areas of the US? I would 
like to see if there is a correlation. Is that possible? 


Mr Trick: We could certainly find those numbers for 
you. I do not have them with me. If there are no further 
questions, John Hoicka, who is senior policy adviser in 


sectoral and regional policy branch, will cover the next 
section. 


Mr B. Ward: I would like to turn back to page 23. 
The complete closures and cutbacks: when you gather 
your statistics, do you have a cutoff of number of 
employees who would be included in this stat? What 
would that number be? It is probably in the background, 
but I will ask anyway. 


parle Trick: Actually, it is not. Under Ontario legisla- 
tion, the Ministry of Labour has to be informed if you 
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intend to lay off 50 or more workers, so these data cover 
only the 50-plus category, the definition of major layoffs. 

Mr Christopherson: Just to take that question to the 
next step, how much difference would it make if the cal- 
culations that are not included were? Do you have any 
sense that it would change things at all? 


Mr Trick: The residual would be the difference be- 
tween the 31,000 reported as layoffs and a net job loss 
reported in the same period of roughly 120,000 jobs. So 
you would have quite a substantial number of workers 
working in smaller plants who are laid off, say, two by 
two, 10 by 10, who are not reported in these data. 


Mr Christopherson: But you would not know 


_ whether those people were temporarily laid off or whether 
_ the jobs were eliminated? 


Mr Trick: I do not think there is any obvious way of 


_ knowing that. I will have to think about that question, but I 


do not think there is any way of knowing. 


Mrs Sullivan: I have before me a clipping from the 
Toronto Star, 16 January, talking about shutdowns claim- 


ing 20,554 jobs. This is from Ontario Ministry of Labour 
_ Statistical data. Where would those figures fit into this 
chart? 


Mr Hoicka: Maybe I could respond to that. The 


original data from the Ministry of Labour actually break 
_ that 31,007 into three parts, and this particular graph simp- 
_ ly shows two of them. The full layoffs were 15,339. In 
addition, that cross-hatched area includes partial but per- 
manent layoffs, and that figure is approximately 5,000 in 
1990. It just happened that we took the two-part split 
_ tather than the three-part split, but it would not be difficult 


to provide the committee with their data. That reinforces 
the conclusion, if you think about partial closures. The 
5,000 in 1990, I am fairly certain, is larger than the com- 
parable figure in 1982. 


Mr Jamison: You are talking complete closures in the 
figure of 15,000? 


Mr Hoicka: That is correct. 


Mr Jamison: The other figure you are including is 
permanent layoffs but the plants are not closing, it is new 


_ technology or whatever. 


Mr Hoicka: That is correct. They might be closing 
down a line. There would be another 5,000, but they would 
be included in that cross-hatched area. 

Mr Phillips: The essence of your presentation is that 
you are betting we are coming out of this in another six 
months, and that is why you have picked the dates and 
what not. If you put another view on it, just looking at the 


numbers, I see that it is about 165,000 or 170,000 full-time 


jobs lower at the end of December, offset by about a 
47,000 increase in part-time, which kind of masks the 
Numbers, in manufacturing. You think it is 24% of the 
gross domestic product; I thought more like 35% of the 
gross domestic product was manufacturing. Its number of 
jobs is down by, I guess, 110,000. I guess Treasury feels 
we should not feel as pessimistic about the end of Decem- 
ber numbers because its belief is that by the middle of the 
calendar year we will be heading out of the recession. 


Dr Christie: That is an apt summary of the forecast 
that was presented in early December. As I think we indi- 
cated at the beginning of our discussion, there have been a 
number of events that would lead us to be perhaps not as 
bullish, if essentially no growth can be described as bul- 
lish. There are a number of downsides to that forecast that 
I think we have described, which might go some distance 
to rationalizing the difference of views you appear to be 
referring to. 


Mr Phillips: As the Chairman said, it depends on 
where you put your time, whether those graphs are below 
the 1982 numbers substantially or whether there is any 
feeling they may continue to rise. 


Dr Christie: The graphs we have shown have at- 
tempted to match up, for example, the first year of reces- 
sion or first quarter of recession. We know that the 
recession began in Ontario in the second quarter of 1990 
and we have attempted to match that to the corresponding 
quarter of the 1981-82 recession. What we have tried to do 
is match beginning with beginning. As we indicated ear- 
lier, we are not trying to identify the end to the month, but 
we are trying to give the committee a sense of how—as it 
has unfolded so far compared to 1981-82 at the same rela- 
tive point—it is faring to date. 

Mr Kwinter: | just want to follow up on that same 
point. You have done your projections and you assume that 
by midyear we will be pulling out of the recession, but you 
have also qualified that depending on certain things hap- 
pening. It is possible that the figures, not only on the major 
layoffs but all the figures, could be going up in 1991 so 
that 1990 is not the peak; it could be 1991 if things get 
worse. 


Dr Christie: The peaks, for example, for the un- 
employment rate? That is certainly possible. 


Mr Silk: Actually, in our projections, we have an 
average unemployment rate for 1990 of 6.3%, which we 
have just seen the past year. We are basically saying that is 
not the end; in 1991 we are going to have an average of 
One percentage point more, 7.3%. In fact, December ended 
at 7.8%. We are not saying that the worst on the un- 
employment rate is anywhere behind us. 


Mr Kwinter: That is the point I was trying to make, 
that because of the way all of your projections are, you 
show 1982 as the peak of the negative stuff. When you 
look at this you see 1990, and it gives the impression that 
1990 is the peak in this recession and that things will only 
get better, as they did in 1983, 1984 and 1985, but that is 
not necessarily so. 


Dr Christie: If those graphs have been interpreted to 
suggest that, they were not intended to suggest that. They 
were only intended to suggest how things have progressed 
to date. We have not tried to give a month-by-month 
forecast of, for example, the unemployment rate or jobs in 
manufacturing. We are trying to show how the recession 
has developed compared to the 1981-82 experience, and it 
is certainly possible that those lines relating to this current 
recession could continue to deteriorate, in fact, given our 
forecast of a recovery not beginning until the middle of 
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1991, would be expected to continue to deteriorate through 
at least the first half of this year. 


Mr Silk: Our forecast basically is saying, yes, at 
present we are not out of the woods, that in fact the 
recovery will not occur before midyear. So if you are as- 
king us in January 1991, “Is there more bad news to 
come?” I suppose we would have to say, “Yes, our forecast 
does acknowledge that.” For 1991 as a whole, the forecast 
we presented in December was that we will see, because of 
a resumption of growth by midyear and because of some 
antirecessionary measures taken by the government in 
December, some resumption and therefore the average for 
the year would be 0.5% growth. But that is an average for 
the year. We are not trying to hide the fact that for the next 
little while things will not turn around. 
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I could at this point give some information on the 35% 
you were referring to earlier, Mr Phillips. The 35% you 
referred to is basically the goods-producing sector. You are 
quite right. it is 35%. However manufacturing itself is 24% 
of the economy; construction is 6%; utilities are 2.5%; 
mining, 1%; agriculture, forestry and fishing, just under 
2%. That makes up the goods-producing sector. In the ser- 
vices, I was wrong; it is not 70%, it is 65%, if that answers 
your question. 


Mr Stockwell: These are the same figures basically or 
the same forecast that the Treasurer was looking at in the 
announcement in December. He sounded a lot more confi- 
dent then than you do now with respect to your projections 
and when we will be out of this recession and so on. It 
seems that you are a little less confident this month than 
you were last and maybe the month before that, and I can 
understand that. 


You are calling for a 0.5% increase in real growth for 
1991. Considering the $1 billion—the $700 million plus 
the $300 million—dumped into the economy, if you did 
not have that, in fact there would be negative growth. So in 
fact we would be in full force, right involved in a major 
recession, There would be negative growth in Ontario to 
the tune of something just marginally below, but definite 
negative growth, 

The second question is, where are the revenue projec- 
tions? Are they coming forward at a later date or what? I 
Suppose as a committee we are going to ask you to com- 
ment or make recommendations on a budget process and 
we kind of get half an equation here. I have flipped 
through as best I can. I cannot find any revenue projec- 
tions. Were they not here on purpose? 


Dr Christie: With respect to the first point, you are 
absolutely right. That is in fact what the forecast would be 
were the antirecession activities not there. The forecast for 
next year would have been for a small negative number. 
With respect to the revenue figures, we do not have those. 
We were here to describe for you what we see to be the 
economic outlook and we will relay your interest in the 
revenue side to our colleagues. 


Mr Stockwell: When we requested their attendance 
we specified that we did not want any revenue projections. 


I assume that when you look at economic forecasts and 
growth and negative growth— 

The Chair: Mr Stockwell, if you were to refer to table 
1—I think you have a package—they have projections, 
current outlook for 1990-91. 

Mr Stockwell: You are standing by those projections 
then. 

Dr Christie: For the current fiscal year? 

Mr Stockwell: No, no, the projections for 1991. 

Dr Christie: For fiscal 1990-91, which is the current 
fiscal year. 

Mr Stockwell: No, no, 1991-92, the next fiscal year. 

Dr Christie: The projections referred to were revenue 
projections for fiscal year 1990-91. 

Mr Stockwell: Right, ending in March. 

Dr Christie: Ending March 1991. That is correct. 

Mr Stockwell: So we do not have any projections for 
the next fiscal year. 


Dr Christie: There have been no projections for fiscal 
1991-92. 


Mr Stockwell: Then correct me if I am wrong. Did 
you not say last year that our revenue projections generally 
run at 90% of gross domestic product? 


Dr Christie: The rule of thumb that we use that has 
been described to this committee before is that the growth 
rate in base revenue tends to go at about 90% of the 
growth rate of GDP. 

Mr Stockwell: With that rule of thumb, you are 
saying Treasury has not put any revenue projections 
together. 

Dr Christie: We have not brought revenue projections 
today. We have come to, again, as I said, discuss the 
economic outlook. I am not aware that any specific 
revenue projections have been tabled before with the com- 
mittee, although we have talked in general terms about the 
direction of the revenue. 


Mr Stockwell: Sorry, Mr Chairman. I was under the 
understanding that we were receiving those as well. I 
thought revenue projections were part of it. It is really — 
looking at one side of the equation if we are just going to 
look at this. How can we make serious recommendations 
when we have no revenue projections? 


The Chair: I would suggest that those numbers be 
sent to us as soon as they have been compiled. Is there any — 
projected time frame within which they would be com- 
piled? 


_ Dr Christie: We would have to get back to the com- 
mittee on that, Mr Chairman. 


Mr Stockwell: They have to be compiled by now. 


Mr Jamison: I may be wrong, but I would imagine 
that the spring budget would have a bearing on what the 
Income of the province would be. It might be pretty hard 
to project at this point since the budget is being worked on 
and this is part of the process leading up to it. 

Mr Phillips: What are the latest estimates? This docu- 
ment 1s now three or four months old. What are revenues 
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and expenditures, for this year, just to get an idea of where 
_ we actually are going to end up at the end of the year? 

Dr Christie: I think the next scheduled release of that 
update would be for 31 December and that normally 
comes towards the end of January, so that should become 
available in the next few weeks. 


| Mr Phillips: I gather we will write a pre-budget 
report. I forgot what you said about whether the committee 
_ will have any estimate, to help us on our pre-budget work, 
of what the revenues will be for the next fiscal year. 


Dr Christie: The next fiscal year? We will have to get 
_ back to the committee on that, along with a number of 
_ other matters. 


/ Mr Phillips: That is good. So by the end of this, when 
_ our committee finishes hearings, we will know at least as 
of the end of December what will be the revenue and 
expenditures for this fiscal year and some ballpark for next 
fiscal year, I guess. 





The Chair: If they can send us some numbers by the 
_end of the month, then at least we would have some 
_ projection of what the revenue was going to be. 





Mr Stockwell: It is farcical to go through this process 
without revenue projections. What a colossal waste of 
time. 

__ The Chair: I will consider those comments and give 
you comments back a little later. 


Mr Sterling: You seem to compare a lot of the 
various economic indicators with the 1981-82 recession. I 
was wondering whether or not you had done any analysis 
on the debt situation with the Ontario government and the 
| overall debt situation of the Ontario taxpayer in terms of 
the ability of the government or the advisability of the 
government to go to a larger deficit during a period of 
Tecession. Have you done any analysis in that way, for 
instance, of per capita debt of the average Ontario resident 
in 1981-82? How much space was there then for govern- 
ments to basically spend their way out of a recession, as 
Opposed to today? 


Dr Christie: The basic debt figures that we have 
looked at are the ones that, for example, are published in 
the budget each year. On a per capita basis, certainly debt 
is higher now than it was in 1980 or 1981, but I believe I 
am correct—and we are looking for the exact figures— 
that, for example, the total provincial debt as a percentage 
of gross domestic product is significantly lower now that it 
was in 1981. In terms of how that relates to any particular 
deficit level or the economic stimulus that relates from any 
particular deficit level, no we have not looked at that, but 
we are certainly aware of the relative debt position be- 
tween the two periods. 
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Mr B. Ward: I have a point of order. Not to dampen 
he enthusiasm for the questioning, etc, they are all very 
valid questions, it seems to me we are getting a little bit off 
he topic of the report here. We were talking about major 
ayoffs and then I believe moving into net farm income, 
‘tc. My suggestion would be that we try to plow through 











this report. Then any valid questions outside of this report 
could be asked at the end of that discussion. 

The Chair: You have moved in the direction of my 
thoughts, Mr Ward. Do you have one quick question to 
wrap this up? 

Mr Sterling: What is the deficit right now? 


Dr Christie: The deficit noted in the last Ontario 
Finances was just somewhat shy of $2.5 billion. 


Mr Sterling: I said now, though; today. 

Dr Christie: The last official statement is that— 

Mr Sterling: I did not ask you for the official state- 
ment. I asked you what it is. 


Dr Christie: That is the most recent figure I have 
available, sir. 


Mr Sterling: So you will not tell me? 


Dr Christie: That is the most recent figure I have 
available, sir. 


Mr Christopherson: On a point similar to Mr Ward’s, 
unless I misunderstand, the questions being asked are talk- 
ing about the Ontario budget, while the briefing we are 
receiving is on the Ontario economy, which are two dif- 
ferent things. 


The Chair: Maybe we should proceed with the 
presentation. John, I think you are up next. 


Mr Hoicka: Okay. This is the sectoral situation and 
outlook. What I have done here is simply pick a number of 
key industries to briefly describe current history and at 
least a qualitative outlook for 1991 and the next couple of 
years. 

Page 24 is a chart which indicates net farm income in 
Ontario. The dotted line indicates net farm income without 
government payments. As the decline makes clear, those 
figures reached a peak in 1986 and, for practical purposes, 
have been declining since that time period. They went up 
slightly in 1990, but at this point they are expected to 
decline somewhat in 1991, 

The bold line gives the total farm income, and then the 
difference between the two lines indicates the net govern- 
ment payouts. In Ontario in 1990, those net government 
payouts were about 44% of net farm income, up from 23% 
in 1978 and 35% in 1982. By comparison, for the country 
as a whole, payouts were 65%, so Ontario farmers 
received a smaller percentage payout than farmers across 
the country. In large part that reflects large payouts for 
grains, so you will see quite substantial federal payments 
in Saskatchewan, for example. Those figures are much 
higher than 65% in Saskatchewan. 

Mrs Sullivan: On the government payouts, I assume 
these include both subsidies and support payments as they 
have been discussed through GATT. Do they include 
things like tax expenditures such as the interest rate reduc- 
tion programs? Would that be included in the government 
payouts? 

Mr Hoicka: I think they would include that if it is 
directly received by farmers. I am not certain, for example, 
about the Ontario family farm interest rate reduction pro- 
gram payments. For example, the farm tax reduction 


F-10 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 














program would be in there—it is a direct payment—tripar- 
tite stabilization payouts and those types of payments. 


Mrs Sullivan: Crop insurance? 


Mr Hoicka: Crop insurance would be in there. 

Going from the net farm income, on page 25, the gross 
cash receipts of course are much larger. This is a basic 
outlook. The largest sector is the red meat sector, with 
approximately 30% of total farm cash receipts. We see that 
slightly improved in 1991 compared to 1990, with cattle 
production stabilizing and some modest increase in hog 
production. 

The second large group is the supply management sec- 
tor. We see a mixed set of results there. Dairy quotas are 
falling at the moment due to excess butterfat production. 
Chicken production is increasing slightly. That is to some 
extent being limited by higher imports under the free trade 
agreement. Demand for table eggs is declining. We think 
grain and oil seed prices have probably bottomed out, or 
close to bottomed out, for now and that there will probably 
be, depending on the weather obviously, a small degree of 
quantity increase. 

The larger group is the pulp and paper group. That 
certainly has been deteriorating over at least the past year. 
Prices have dropped, particularly newsprint prices. Profits 
have dropped very substantially. We are seeing mills 
taking more time for downtime, inventory control and so 
forth. That looks like it will continue through 1991 and 
may take until some time in 1992 to see significant chan- 
ges in turnaround in that industry. 

Lumber and other wood products are of course heavily 
concentrated in northern Ontario. They are suffering from 
a whole range of difficulties: the drop in residential con- 
struction, low prices nationally and internationally, the ex- 
port tax and of course a strong dollar, which inhibits 
exports. 

To date, at least through October, sawmill production 
was down only 5% on a year-over-year basis in Ontario, 
but there have been significant increases in layoffs since 
then, so we anticipate that production data will likewise 
show worse results as we get into the new year. We expect 
to see some improvement by 1992 as housing starts in- 
crease, but there remain medium-term and perhaps long- 
term difficulties, because we do not see the same kind of 
increase in housing starts as we have had in the past. 

The mining industry: Currently nickel, gold, copper, 
zinc and uranium are the most important minerals. If you 
compare it to the situation 10 years ago, gold of course has 
increased rapidly in importance while uranium and iron 
ore declined significantly. Through the decade, mining 
employment dropped by 6,000, principally in nickel, cop- 
per, iron ore and uranium. For 1991, we see essentially 
stable output. Nickel prices remain above break-even cost, 
SO we see no decline, perhaps a small increase, in nickel 
output. We have had some very substantial increases in 
gold production over past years, perhaps minor increases 
in 1991, but we are coming to the end of the major in- 
creases. Iron ore and uranium output of course will be 
down due to closures. 


The Chair: I have a question. Mining employment 
fell by 6,166 from 1979 to 1989. Do you have any indica- 
tion in what years that decline was the most rapid? 

Mr Hoicka: That would have been about 1981-82. In 
Sudbury, both Inco and Falconbridge very substantially 
reduced employment about that time. I do not have the 
figures in front of me. There would have been a modest 
decrease as well on net in 1990 because the iron ore mines 
closed down, uranium had some substantial layoffs and 
there was some reduction in mining exploration, so there 
would have been a much smaller decrease relative to 1981- 
82. Those would have been the key time periods for 
employment drops. 

The Chair: Is there any statistical correlation between 
the rise in value of the Canadian dollar and the decline in 
the export market? Would that impact on the rising un- 
employment? 
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Mr Hoicka: It might be difficult to find a statistical 
correlation, I think. At the time the nickel layoffs took 
place, 1981-82, the Canadian dollar was relatively low, but 
mining prices were very low at that time period, so the 
problem is that the dollar plays a role but obviously the 
price of the product plays a much larger role. So I do not 
think, if we just correlate it against the dollar, it would be 
that obvious. One thing that is quite clear is that if the 
dollar goes up it creates pressures on the industry because 
its prices are in US terms, and profits, for example, will get 
Squeezed with a high dollar, but then you would have to go 
back to the price equation. 


Mr B. Ward: In discussion with the industry, recog- 
nizing we are predicting or calculating that the current 
recession will end and then slowly climb out of it, is there 
a feeling in the industry that where the decline in un- 
employment levels will trough out that we can an- 
ticipate—well, it is as steep as it was in 1982-83. Do you 
have any feeling on where it will stop? Have we reached 
as low as we are going to go or is it unpredictable? 

Mr Hoicka: I think the mining industry is always a 
little bit unpredictable, so I do not think anybody could 
give the Canadian people a strong answer to that. I think 
the key employers, first of all nickel—as a matter of fact, 
over the past year or so Inco has actually hired small num- 
bers of people so they seem to have gotten to a relatively 
stable situation. I am not sure that their net employment 


went up, but the idea that they actually put out a job- | 


wanted ad was pretty unusual. 
Gold production has been increasing in large part be- 


cause we have been opening up a number of new mines in _ 


Ontario. There have been well over a dozen new mines, 
and I think the issue there is simply the fact that they are 
probably not going to continue to Open mines. The price of 
gold is still high enough that almost all the mines in On- 
tarlo are profitable at the current price. With the nickel, I 
think, the same situation; prices are a lot lower than they 
have been, but they are fairly reasonable. I think in the 
other sectors to some extent that is the same situation. 

Of course there are mines that exist which at some time 
or another will come to the end of their useful life, and that 
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is a very difficult thing to predict; but at the moment I 
think the industry would be concentrating on a much 
_ smaller issue than overall employment, and that is the 
situation with exploration. There has been a significant 
_ decline in exploration, among other things because with 
prices no longer as attractive as they were and the cost of 
capital remaining quite high, it is difficult to sink a lot of 
investment into that end. But that employment may or may 
not have dropped to the bottom. It is not large compared to 
the total, but it represents a perception about the future. 

On page 28 is a graph which describes what has hap- 
pened to manufacturing employment in the past decade, 
and I think the first key point is that the previous peak in 
1981, we never quite regained that peak. There are two 
further peaks in the graph towards the right end of the 

graph which are actually slightly lower than the peak in 
1981. During that time period between the one peak and 
the next peak we had an increase of about 30% in output, 
so that was a very substantial increase in productivity. 
Now what we have seen, though, in the past just over a 
year, is a very substantial decline in manufacturing 
employment. The peak to trough in the current situation is 
about 1,076,000 employees down to 907,000 as of Decem- 
_ber data. That compares to 1,079,000 in the previous reces- 
sion going down to 873,000, so it has not been quite as 
steep yet but it is quite possible that we will equal or 
_ exceed the decline in employment. 
As part of that decline, as noted earlier, there has been 
_a higher proportion of permanent layoffs. So I think it is 
quite clear that the manufacturing sector has seen sig- 
nificant pressures to date and there may yet be some pres- 
sures. 


Mrs Sullivan: I would like to follow through, say, in 
comparing the periods from the peaks and the productivity 
gains that were made over the period of five years between 
1982 and 1987 and then the year 1989. When we are look- 
ing at the valleys and looking at I believe the third quarter 
of 1990 and the third quarter of 1982, what do you see, the 
comparative outputs during those periods, those periods of 
decline? 

Mr Hoicka: I would have to check the details, but it 
would be at least between the trough we had then and the 
Current low point. Taking into account that there is probab- 
ly a difference in months, it would still be at least a 30% 
increase and probably more than a 30% increase in real 
Output. 


Mrs Sullivan: So in that case, then, some of these 
employment declines in the manufacturing sector are 
probably technology-based as much as simply plants 
closed down due to competition or the effects of free trade 
or whatever. 


Mr Hoicka: I think it would be easier to see the time 
period of the recovery, say, from 1984 to 1989 as 
demonstrating the effects of productivity. I think the speed 
jwith which jobs have dropped between the beginning of 
1989 and now, you would be hard put to show that that in 
itself related to that rapid technological change. There is 
no question but that during the decade there has been quite 
substantial technological change and there has been sub- 


stantial increase in productivity. There are a number of 
other supporting data, like better control over inventories 
and a whole series of ancillary data that suggest that tech- 
nology has played a substantial role in the manufacturing 
industry in the 1980s, but I would not show this particular 
decline as— 

Mrs Sullivan: It would simply be one factor. Do you 
have figures of what portion changes in the way of doing 
things, whether it is the introduction of technology or 
whether it is just-in-time delivery or whatever, would con- 
tribute to declining employment in this sector? 


Mr Hoicka: The studies we have done suggest that 
technological change in the past period of time would give 
about 2% real growth per year in manufacturing, seems to 
have been giving that kind of a boost. I think the real 
problem since 1989 is that we have gotten and continue to 
get the productivity boost, but if you do not have increased 
sales then you have a tough decision to make. So I would 
point to the fact that shipments have not been increasing 
and in fact now have declined in the latter part of 1990 
forcing a resolution of that problem. 


Mr Phillips: What qualitative conclusions should we 
draw from Treasury as we see those kinds of declines? On 
the surface, I look at it and say 10% of the manufacturing 
jobs are gone and that looks like it is a significant concern. 
But, for example, what percentage of our exports does 
manufacturing represent, and is this going to mean some 
decline in our export business? What should we take out of 
that decline? 
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Mr Hoicka: | think this is much more a job issue than 
it is an export issue or even perhaps a production issue 
once the recession is over. I think that manufacturers have 
been quicker to cut back operations now that they see as 
unprofitable or low productivity but they have not neces- 
sarily cut back substantially in their ability to recover. That 
obviously would depend on the individual firm. 

I think what this chart suggests is that if the previous 
recession repeated itself, we would have within a couple of 
years a rebound in employment. I think the question we 
have is whether with more permanent layoffs that rebound 
employment will be as strong as it was after the previous 
recession. However, I do think there is substantial oppor- 
tunity to have a rebound in the output side. 


Mr Phillips: What per cent of our exports would be 
manufacturing? 

Mr Hoicka: About 85% or 90%, probably. It would 
be a very large percentage. 

Dr Christie: We will get precise numbers on that, but 
that is about the range. 

Mr Phillips: In theory, the cliché is, you had better be 
able to trade globally if you want to survive, and if 
manufacturing is 80% of our exports, in theory that is what 
we are trading, although that strikes me as high because of 
the resource sector. 

Mr Hoicka: Oh, yes, sorry, I misspoke myself. I was 
thinking of the goods sector. I have to rethink it. It might 
be more like 65% or 70% in Ontario. 
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Mr Fletcher: When I am looking at the graph I see 
the Canadian one is like someone’s heartbeat that is rather 
erratic. Yet the United States one, other than the big dip, is 
rather constant and it does not seem to have the same 
fluctuations. Is that due to the fact that they are always 
changing and we wait to change? That could be just a 
Canadian trait as far as technology is concerned. 


Mr Hoicka: I think this graph does illustrate that after 
the recession, the US employment in manufacturing did 
not rebound to anywhere near the same extent as it did in 
Ontario. We made gains in particular industries, for ex- 
ample autos, at a time when there were substantial cut- 
backs in the US. Our steel industry did not have the kinds 
of cutbacks that occurred in the US and so forth, so yes, in 
essence what has happened is that as of now, we are down 
to about where the US got to by not having the kind of 
employment recovery that we had. Incidentally, they did 
have a somewhat better productivity experience during 
that time period, so their output went up on a per-person 
basis more than our output did. 


Mr Fletcher: We are looking at full implementation 
of the free trade agreement plus perhaps an involvement in 
the Mexican trade agreement. Can you still talk about a 
recovery from this recession back to anywhere near what 
we have been accustomed to, or is it going to more or less 
flatten out? 


Mr Hoicka: First, I will start with the last point, 
which is the Mexican agreement. The Mexican agreement 
I do not think would come into play within the time period 
of the forecast we are dealing with. It might or might not 
have an impact, but not within the next couple of years, 
simply because it is not here yet. 

The issue of the free trade agreement is fairly complex 
to deal with. I would think that the biggest impact has been 
on industry and the reasons for the drops in the first place 
have been the recession, simply the fact that sales have not 
grown and in fact are declining. That relates to a series of 
things, including the high dollar and quite high interest 
rates in real terms. 

I think the way you would have to think of the free 
trade agreement is that the restructuring that might have 
taken place over a 10-year period has been forced back in 
the minds of many managers as they face the necessity to 
lay off. They are making decisions, should this be a tem- 
porary layoff or should this be a permanent layoff, a 
decision that you might not have faced for a number of 
years into the future. So I think it plays a role but it is a 
qualitative role; it is not a role that you could separate from 
the very important fact that there is a recession at the time 
we have an 87-cent dollar. 


Mr Jamison: It was mentioned earlier on that the 
United States was slower going into the recessional cycle 
too, but this graph would also indicate that to me. Is that a 
correct assessment? 


Mr Hoicka: It would be quite possible for US 
employment numbers to start dropping, yes, because cer- 
tainly in manufacturing we hit a recession from the 
manufacturing point of view, in the sense of no increase in 
sales, much earlier than the United States did. It would be 


quite possible to see layoffs there if we came back in six 
months, for example, so it may well be that they are worse. 


Mr Sutherland: What you are saying, then, is that US 
manufacturing is suffering from the same problem of sales. 
It would seem to me that a lot of the manufacturing jobs 
that we are losing are going to the United States, or that 
seems to be from what we read about. I am just wonder- 
ing, these plants are going down there and setting up, but if 
there are no sales there, is it going to be the same slow- 
down or a worse slowdown than we have, or are you able 
to tell at this time? 


Mr Hoicka: I cannot describe whether the slowdown 
is the same or worse. I might have to go back to Qaid Silk, 
because that is an overall question about the economy. 


Mr Silk: At present we have, in our forecast anyway, 
the US slowdown for 1991 slightly sharper than the slow- 
down for Canada and for Ontario. But the point that Mr 
Jamison was making earlier is that the US, remember, 
entered the recession much later. We entered our recession 
in the second quarter of 1990 and the United States entered 
its recession two quarters later in the fourth quarter of 
1990 so that effectively, you know, maybe it will have a 
shorter recession than ours, but in any case, in 1991 it will 
be experiencing slower growth than we will. 

Your question I think is, “On what basis are people 
making these plant location decisions? Why would they 
want to shift in time from a slow market to another slow 
market, or a declining market to another declining 
market?” Those are much longer-term issues. 

As John Hoicka pointed out, obviously for our 
manufacturing sector, the basic reason why we are ex- 
periencing a slowdown is cyclical. It is a recession; sales 
just have not expanded for a long time and people have to 
make these decisions. Maybe they are accentuated by the 
fact that everybody is faced with the free trade agreement 
here and they have got to make location decisions. Maybe 
things that you might have put off for another couple of 
years you decide to do perhaps now. 

So to that extent, then, the alternative location is ob- 
viously the United States, but the question is, has the 
United States seen the worst? No, it has not; it is going to 
experience a recession too that is going to go on for at least 
one quarter, ie, this one, and maybe for the first half of the 
year. So I think their manufacturing is going to suffer a bit 
too. We have not seen the worst yet. 

1510 


Mr Hoicka: Page 29, just very briefly, indicates 
another factor in the recent decline in manufacturing and 
that is the operating income as a percentage of sales. That 
has declined almost as rapidly as it did in 1982. 

On page 30, the first industry and the largest industry is 
auto assembly and parts. Each dips a little separately be- 
cause there are slightly different issues involved. 

The first key point, and I am looking slightly longer- 
term than a single year, is that there has been to some 
extent consolidation of assembly in the Great Lakes area, 
and in particular there has been an increase in Ontario 
assembly capacity to 2.3 million units in 1993—that is 
What we anticipate we will get to when each of these 
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plants is fully up to speed—from 1.6 million units in 1979. 
There are relatively few jurisdictions in North America or 
anywhere else that have had an expansion of that mag- 
nitude. 


There are a number of reasons for that. The primary 
_ reason is location relative to Detroit. Another issue is the 
attractive labour costs, and as part of that, the health care 
components of the wage costs, which are quite high for the 
major auto manufacturers in the US. 

Clearly the current slowdown in North America in 

vehicle sales is having a substantial impact on the market. 
However, even with that slowdown, Ontario is increasing 
its share of production, and in fact in 1990 actually in- 
creased its output slightly in the face of a fairly significant 
decline in North American production. That is because, of 
course, our new capacity happens to be coming on at ex- 
_actly the right time. This shows that in 1988 we had 13.6% 
of North American production. It has gone in 1989 to 
13.9% and in 1990 to 15.3%. That is close to the peak that 
we are going to get with this current round at capacity. It 
_will be slightly higher than 15.3%. It may be 16% by the 
_ time we get another two or three years down the road. 
__ We anticipate, even with lower 1991 North American 
vehicle sales, that Ontario assembly will rise slightly. At 
the moment we are anticipating a US sales drop from 
about 14.1% in 1990 to maybe 13.7% in 1991. That is 
pretty consistent with what, for example, the Big Three are 
forecasting right now. Given that forecast, we would see a 
very slight increase in total number of units for auto as- 
sembly. 








Mr Phillips: To put the auto industry in perspective 
for myself, put it in some dimension for me, what per cent 
of the manufactured goods in Ontario is auto and how does 
auto split between assembly and parts? And the last ques- 
tion really is, what is going on in the US? If in fact 
‘proximity to US plants is important, are the US auto 
manufacturers building the new plants close to us or not? 


Mr Hoicka: Let me start with the size. There would 
be roughly 150,000 people in the auto assembly plus parts 
industry as compared to something over 900,000 in total in 
manufacturing. Roughly speaking, it would be split maybe 
50,000 in the assembly side and 100,000 in parts. It might 
be a little bit more and a little less in parts, but that will 
give you the orders of magnitude. 

One important point is that out of that 100,000 in parts, 
a large minority is actually employed by the majors, for 
example, GM has a battery plant, engine plant, Ford has an 
engine plant, etc. Out of that 100,000 maybe 30,000-plus 
of the jobs would be with the majors. They are important 
not just because of assembly, but because of the in-house 
Parts. 

The second issue you were concerned about was basi- 
cally how are we doing relative to where they are building 
plants. Maybe I can deal with that in the next couple of 
slides because it is more an issue for parts than assembly. 


Mr Phillips: I just had this mental image that as the 
iuto industry goes—it plays a huge role in Ontario’s 
>conomy. You are saying it is about 15%, I gather, of the 
manufacturing jobs. 























Mr Hoicka: Yes. 


Mr Phillips: I just wonder what per cent of our 
manufactured export goods is the auto. 


Mr Hoicka: It would be much higher. It would be at 
least 50%, I would think. 


Dr Christie: Close to 50%. 


Mr Phillips: So 50% of our manufactured export 
goods is auto. 


Mr Hoicka: Yes, perhaps higher than that. It is cer- 
tainly our largest single export. Close to 85% of our 
production would be exported outside the country and 
probably half of the remainder would be exported to other 
provinces. It is quite important from the point of view of 
our total exports. 


Mr Sutherland: You show the Ontario share of North 
American production for 1988, 1989 and 1990 and that it 
has increased in there. I want to know, though, how much 
North American production has increased overall in that 
time or has decreased in that time, and then not only 
production but North American production as a percentage 
of sales. 


Mr Hoicka: North American production has I think 
decreased throughout that time. If I remember correctly, 
1989 was slightly lower than 1988 and 1990 was a fair bit 
lower. Total production has decreased. That is because of 
sales. In fact, offshore imports peaked in 1987 and have 
declined slowly since 1987. 

In part they have been offset by transplants, but 
transplants of course are providing jobs in North America 
so that the peak year in percentage terms was 1987 and 
North American production has been gaining market share 
since then, although the market has been declining. 


Mr Sutherland: Just one other question in regard to 
your last statement that even with lower 1991 vehicle 
sales, Ontario’s assembly is forecast to rise slightly: How 
much do you mean by slightly? At this stage, is it too early 
to predict what will happen for 1992, or will we see a 
decline at that stage? 


Mr Hoicka: By slightly, I mean pretty slightly, be- 
cause I think the number was 1.76 million units in 1990 
and we think it would be about 1.78, so we are talking 
maybe 20,000 unit gain given the forecast that we current- 
ly have. Obviously, there are all kinds of little things. That 
is just a number. Lots of things could happen. People 
might decide they love the Lumina or they hate the Magic 
Wagon or something like that. 

In 1992, in comparison with the number I threw out of 
about 13.7 US sales, I would say probably—this is not a 
forecast at this point—most people feel that 1992 will be 
at least back to 1990 levels and probably higher than 1990 
levels, so that it is probably 14.1 to 14.5. In that situation, 
we will definitely have an increase in auto activity in On- 
taro. 


Mr Sutherland: Ontario will have the definite in- 
crease. 

Mr Hoicka: Yes, because we will maintain market 
share and the market will be moving back up. 
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Mr Kwinter: I just want to make a couple of observa- 
tions. The industry itself projects—I should qualify that by 
saying that the auto industry is a North American industry. 
The fact that it is in Ontario is virtually irrelevant. It has 
nothing to do with the Ontario market per se. It really is a 
North American market and 80% of the production in On- 
tario-based firms goes to the United States. 

The industry itself projects that by the year 2000 that 
Ontario—in fact Canada, but most of it is in Ontario—will 
actually achieve 20%. These figures show that 1990 is 
15.3% but the industry projects that by the year 2000 they 
will have 20% of the market that will be produced in 
Canada. Once you get Hyundai in Quebec and Volvo in 
Nova Scotia, I think 85% is in Ontario. 

To answer Mr Phillips’s question about what effect 
proximity to the assembly plant has on the parts manufac- 
turers, there was a report issued by Booz, Allen and 
Hamilton Inc that was quite interesting. It was quite con- 
troversial when it came out. It said that Ontario was one of 
the worst jurisdictions in which to build cars. That was 
based on cost, taxation, government policies, all of these 
things. They said that Quebec was one of the best, only 
because of the low labour rates and everything else. 

Having said all that—and this was not a scientific 
study, it was a survey—they asked people to respond. 
When they asked the Quebec auto parts manufacturer, 
“Where would you put your next plant?” he said, “I would 
put it in Ontario,” and they determined that the number 
one determinant as to plant location and investment is 
proximity because of just-in-time delivery. 

You have the situation where in Oshawa we have the 
largest auto facility in North America, the autoplex. When 
and if Ford completes its expansion in Oakville, it will be 
the second-largest auto facility in North America. That is 
what has anchored the auto parts industry here: the 
proximity and the just-in-time delivery. 
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Mr B. Ward: On page 30 you mention the increase in 
Ontario assembly capacity to 2.3 million units in 1993 
from 1.6 million units. That is at full capacity, is it not? 

Mr Hoicka: That is right. 


Mr B. Ward: Would you know what percentage we 
are at in 1990? Are we at 70% or 80% of capacity or 
lower, higher? 

Mr Kwinter: I can tell you that. 

Mr Hoicka: I would need a calculator. 

Mr Kwinter: The plants are running full-time. As a 
matter of fact, companies like Honda are running at greater 
than their capacity. 

Mr B. Ward: And that is who is hiring, I think. 

Mr Kwinter: Yes. 

Mr B. Ward: At 100% work. 

Mr Kwinter: The plants are running at capacity. 

Mr Hoicka: The next two pages detail a look at the 
auto parts industry, which clearly is dependent upon the 
assembly industry. There is a survey of people in the in- 
dustry compiled by a Quebec professor who determined 
what kinds of parts should be just-in-time kinds of parts. 


As a result of that survey, the different types of parts were 
categorized as “ought to be within two hours of an as- 
sembly plant” because just-in-time was quite important, 
another group could be two to four hours, another group 
four to eight hours, and then the final group essentially 
could locate anywhere you wanted. 

We mapped that against the Ontario auto parts in- 
dustry—this was based a couple years ago—to find out 
how important location was for the Ontario parts industry. 
What we discovered was that about 60% of them should 
be within two hours of an assembly plant, another 20% 
should be within four hours and so forth. That is not the 
same thing as saying 60% of all parts in a car should be 
within two hours; it is just that we have specialized in 
those things that are just-in-time or we anticipate will be 
just-in-time products. That then makes the next chart fairly 
important. 


Mr Sutherland: You said the way you mapped it 
these companies or these automotive parts places should 
be within this level or actually are within. 


Mr Hoicka: They should be. For example, if the sur- 
vey had concluded that engines should be produced within 
two hours of an assembly plant and if we produce engines, 
which we do in Ontario, we would have included that in 
among our 60%. So this is talking about the future. 


Mr Sutherland: Sorry, but I am a bit confused here. 
Are you saying than that 61% of the engine plants would 
be within two hours, that they have to be? 


Mr Hoicka: No, I am saying that of the parts that we 
produce, 61% are of the type that ought to be near an 
assembly plant. So if (a) we are producing them and (b) 
we have a lot of assembly plants near us, then that is a 
positive indicator for the success of those particular parts 
Operations. 

On the next slide, we looked at what was happening to 
the number or the capacity of assembly plants near On- 
tario. If you look at the bottom line—the full line is 
“within two hours’—that was between 1978 and 1983. It 
declined fairly significantly because, of course, there were 
a lot of plants that were closed down in that 1981, 1982, 
1983 time period. 

Since that time period, there have been a number of 
plants constructed, many of them in Ontario. What that has 
meant is an increase in our two-hour capacity; the same 
thing within four hours and the same thing within eight 
hours. What this means for the parts industry is that it is 
well located in the sense that an increasing proportion of 
the auto industry is located near Ontario, so that basically 
the Oshawa-to-Windsor corridor is extremely good from a 
locational point of view. 

What has happened in the last year has been that even — 
though the industry has been quite concerned about, for 
example, not only a decline in sales but more particularly 
the exchange rate—a very high exchange rate makes it 
much more difficult for it to compete—over the past two 
years it has been able to maintain its share of the North 
American market in the sense that its sales have tracked 
very, very well with North American production. 
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| What that suggests is that the locational factor has been 
"quite important in offsetting the difficulties that the dollar 
_has created for that industry. What is important is that they 
have not increased their share, even though they have in- 
creased sales in Canada, so they actually have lost market 
share in the US. They have been fortunate in that, to date, 
on average—and that of course would not be true for some 
individual parts producers—they have gained through new 
plants in Ontario. 

The steel industry is another major Ontario industry. 

The key problem in the steel industry is that the industrial 
world demand for steel has been flat for a decade. There 
has been essentially no growth. The outlook in that in- 
dustry, with little pluses and minuses, is also for no 
growth. What the chart shows is that during the past 
decade there have been very substantial cuts in employ- 
ment in both the US and the European Community. There 
have been cuts, but they have not been as large in Ontario 
_and Japan, so that Ontario and Japan have in fact slightly 
increased their share of the world steel market. 
__ Asecond issue which does not show up on this chart is 
‘that during the past decade there has also been a trend 
‘towards mini-mills and they have taken market away from 
the traditional large integrated plants. The mini-mills have 
a higher degree of recycling content. They are located typi- 
‘cally at the market rather than near the resource and the 
‘quality of their output has been increasing quite substan- 
‘tially. This looks like a continued problem for the future 
‘from the point of view of the traditional integrated plants. 

What that means for the Ontario industry is that while, 
on the one hand, it is required to invest in state-of-the-art 
galvanizing plants—both Dofasco and Stelco are investing 
Tight now—its productivity edge has been lost relative to 
its American counterparts over the past decade. Just as the 
traditional mills in the US face continued pressure from 
‘mini-mills, they are facing that as well. 

Mr Sutherland: Are the mini-mills a phenomenon 
just to the US or are they a world-wide phenomenon? Is 
anything of that nature going on here in Canada? 


Mr Hoicka: I believe there is some degree of mini- 
mill activity here, but I would think that the US is by far 
the most visible indication of mini-mills. It is certainly not 
the only place. Newcor, for example, has brought on a 
number of new small-sized mills. These are with 
phenomenal productivity and energy consumption im- 
plications, so there is certainly a lot of concern by tradi- 
tional mills for the 1990s. The likelihood is that not only 
will they build more, but that there are some other mini- 
mills looking at some more new technology. 
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Mr Phillips: Just putting it into perspective, 250,000 
in auto; how many in steel? 

Mr Hoicka: About 60,000 to 70,000. Wait a minute; 
hat cannot be right. I think in total the number is about 
50,000, but it seems to me that would include a lot of 
nini-mills, steel servicing centres, etc. It may be a high 
1umber. I will have to check that. 

Mr Kwinter: I have a comment. The reasons Ontario 
jas been much less affected by the production and 
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employment cutbacks are that both Stelco and Dofasco are 
really state of the art and they have a reputation for being 
some of the best steel producers in the world. The more 
significant reason is that the United States, under its 
restrictions on importing of steel, has Canada under a 
voluntary restraint agreement at 3.5%. It is one of the few 
countries that does not have a formal agreement; it is a 
gentleman’s agreement. 

The reason is that they use it for an escape valve to 
counter any strikes they get in the US market. So Canada 
is always up against that upper limit. Sometimes when 
there are strikes it goes to 5% or 6% of the US market, 
which is one of the largest markets in the world. That is 
why they have been less impacted. Certainly, when the 
whole economy goes down, it goes down, but when the 
economy is going well the Canadian steel producers do 
very well indeed. 


Mr Hoicka: Page 34, the construction sector: Con- 
struction employment peaked in July 1990 and that was 
about 65% above the 1980 average, just to indicate the 
strength of the boom during the decade in construction 
employment. In contrast, employment in December is 
down 15.5% compared to December 1989. As about Sep- 
tember those employment figures started dropping quite 
quickly in that sector. We would anticipate there will be 
further declines in both residential and commercial activity 
because the declines in starts, of course, will come into 
play as projects are finished up. So we would anticipate 
further declines in employment through 1991. 


Mr Phillips: The bulk of the antirecession activity, the 
$700 million or the $1 billion, is in construction, is it not? 


Dr Christie: Primarily. 


Mr Phillips: In spite of all of that, we still expect a 
decline in the construction sector? 


Mr Silk: As you know, for example, housing starts are 
falling to 54,000 in 1991 and business investment is also 
falling, so the rest of the construction sector, which is not 
being sort of supported by government activity, is not ex- 
actly doing very well. 


Mr Phillips: So the major antirecession thing still will 
see a decline in construction employment. 


Mr Silk: I guess the point we made earlier was that 
both the $700-million capital spending programs which 
will trigger, say, $300 million by the municipalities, plus 
the $500 million in terms of the tax break in terms of not 
imposing the retail sales tax on the GST, will add 20,000 
jobs. The point we made earlier was, I suppose, that in the 
absence of that we would have seen a net job decline in 
this forecast. 


Mr Phillips: I think your forecast assumed there 
would be 120,000 more jobs averagely in 1991 than there 
were at the end of December 1990. Construction jobs are 
going to go down. 


Dr Christie: That is again on average, year over year. 


Mr Phillips: Yes, I realize that, but as I say, this one 
surprised me a little bit, to actually see construction jobs, 
in spite of everything else, still going down. 
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Mr Hoicka: That may start to turn around before the 
end of 1991, but I think the point I was making here is that 
they have not bottomed out yet; it is quite unlikely. 

On page 35, service sector employment: This is just a 
brief chart to indicate that we have created a very large 
number of service sector jobs relative to employment. In 
fact, I think this happens to show Quebec, but the Ontario 
service sector employment as a percentage of population is 
higher than for the rest of Canada. It is important not just 
in terms of employment within the province, but in effect 
interprovincial trade through head offices and our con- 
centration of business services, finance and insurance are 
important to the economy. In fact, there are service exports 
related to that kind of activity as well. 


Mr Sutherland: So you have a large service sector 
and an ever-increasing service sector and it seems to be a 
declining manufacturing employment sector, yes? 


Mr Hoicka: I did not happen to include it, but if we 
had the chart which showed manufacturing sector employ- 
ment, it would also be towards the top end of that scale. In 
fact, Ontario provides a very high level of employment 
relative to its population. 


Mr Sutherland: Generally, manufacturing employ- 
ment has better-paying jobs than the service sector, so 
there is some real impact in terms of revenue the govern- 
ment would be collecting from tax from that change. 


Mr Hoicka: That would be quite complicated to 
determine. It is true that on average manufacturing 
employment has higher wages, but there is a great dif- 
ference in manufacturing wages and we would have to go 
and determine, I think, whether it was low-wage jobs or 
high-wage jobs in manufacturing that were being lost. I 
think the other point is that there is a very big range of 
wages, obviously, in the service sector, where there is well 
over two thirds of the total jobs. It is not true that only the 
low-wage jobs are increasing. There are certainly certain 
kinds of jobs such as head office jobs that are frequently 
higher. It would be hard to answer that question. 


Mr Sutherland: You are saying it is very hard to 
determine the shift in employment and the amount of 
money that the provincial Treasury could get from wages. 


Mr Hoicka: I personally think that would be an ex- 
tremely difficult computation. 


Mr Phillips: This is a very unusual number as a per- 
centage of total population. The more relevant one for me 
is the percentage of jobs, I think, because this depends on 
how many kids and what not are around, so maybe for me, 
I would not mind seeing the percentage of jobs in the G7, 
which is the one on the next page, a little bit more. 


Mr Silk: If I can come back and answer an earlier 
question by Mr Phillips, I just had the numbers brought to 
me. We were talking about the construction sector and we 
have talked about basically a $1-billion capital spending 
program as an antirecession package. As I was mentioning 
earlier, I did not give you the numbers but both residential 
housing and non-residential is down. Residential construc- 
tion spending, in our forecast, is going to be down $2.9 
billion and non-residential construction is going to be 


down $1 billion, so the antirecession package is a partial 
offset. It is not by any means a full offset. Consequently, 
the construction sector as a whole is being supported by 
the capital spending program, but it is not sufficient in 
magnitude by any means to offset the weakness in the 
private sector. 
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Mrs Sullivan: The negative $1.9 billion and the nega- 
tive $1 billion— 

Mr Silk: Well, $2.9 billion. 


Mrs Sullivan: —are before the $1 billion or after the 
$1 billion of provincial and municipal initiatives, when 
you are talking about the decline? 


Mr Silk: After. 


Mrs Sullivan: So net there will be a $3.9-billion in- 
crease in construction activity? 


Mr Silk: That is right. 


Mr Hoicka: Page 36 is the more traditional pie chart. 
The service sector accounts for about 70% of Ontario’s 
total employment and 60% of output. The two parts that 
are Out give a rough idea of the public sector. The public 
sector does not particularly follow this classification, but 
by and large health and education are the main component 
of the service sector that is public. 

Since 1980 nearly 90% of the job growth in Ontario 
has taken place in the service sector. For 1991, perfor- 
mance of this sector is expected to be constrained by a 
continued weakness in the economy and by the GST. Of 
course, that will impact mainly on the private sector part of 
the service sector. 


Mr Phillips: Construction is down; manufacturing is 
down; the service sector is down. 


Mrs Sullivan: I just want to ask a question about how 
Treasury is going to monitor the effect of the GST on 
economic activity. What are you going to be doing to fol- 
low whether a lot of your projections are based on a per- 
ception of a decline in activity based on the GST? How are 
you going to be monitoring that? 

Dr Christie: We will monitor that in the same way, as 
part of our general monitoring of the economy. I think the 
clearest indicator of the impact of the GST is the consumer 
price index. We will be looking at that very carefully over 
the first few months of the year as the impact of the GST 
feeds its way through the consumer price index. 


Mrs Sullivan: I am sure the first month or two will be 
distorted because of the patterns of retailers who are ab- 
sorbing the GST or whatever. 


Dr Christie: There are certainly some retailers who 
are, for example, advertising that they will pay the GST for 
January, so it will take perhaps two or even three months 
to see the full effect of the GST having worked its way 
into the consumer price index. 

The other thing that we will be watching very carefully 
is the pattern of retail sales because there is obviously 
some concern that the basic negative impact of the GST 
will be upon consumption, and therefore directly on retail 
sales. We will be looking at that side pretty carefully for 
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the first few months as well and then continuing through 
_ the year. 


Mr Kwinter: Over the past few months when this 
issue has been discussed there seems to be a tendency to 
equate all manufacturing jobs with the settlements of the 
auto workers in the automotive industry, and all service 
jobs with McDonalds. Is there some way we can get an 
actual figure of what the average manufacturing wage is 


_and what the average service industry wage is? 


Dr Christie: We can certainly provide you with that 


| information, but I think that as both Qaid and John 


described, there is perhaps as much variation within 
manufacturing and within the service sector as there is 


between the two sectors. There are certainly low-wage 


manufacturing jobs just as there are quite well-paid service 


sector jobs in financial services and business services, 
_areas that do tend to pay fairly well. 


Mr Kwinter: That is the point of my question. 
Dr Christie: It is a compositional shift. Depending on 


the kind of manufacturing job that is being transformed 
into the kind of service sector job, that is the computation- 
_al difficulty John referred to in looking at the other ques- 
tion. What we can provide for the committee are average 
earnings levels in a number of both manufacturing and 
Service sector occupations. That will perhaps give you 
some sense of the dispersion of these things. 


Mr Kwinter: What about something like the percent- 


age of people in the manufacturing sector earning over 
$40,000 a year, the percentage earning between $20,000 
and $40,000, the percentage earning less than $20,000, and 


the same thing in the service sector? 


Mr Jamison: There have been studies done further on 
the percentage of earnings in those various sectors. Maybe 


we can get a feel on what the growth in the particular areas 
would be by comparing it back one, two or three in size. 


Mrs Sullivan: Why would you want to do that. 


Mr Jamison: You get a feel for the overall income 
mix. 


Mr Kwinter: The reason I would like to see it is that I 


‘notice a tendency for manufacturing jobs to be perceived 


as being good and service jobs perceived as being bad by 


“certain people. There just seems to be that feeling of, “My 


goodness, we are losing manufacturing jobs and that is a 


terrible thing.” It may not be. It may be that this economy 


would be better served by getting more and more high- 
quality service jobs. I do not know. It would be interesting 
to see what is happening and where that is going. 


Mr Trick: On that point, there is a study which looks 
at this question in a fair bit of detail that I can certainly 
provide to the committee, which Statistics Canada did 
about two years ago. It asked the general question, “Is it 
true that because we are shifting to a service economy we 
are moving towards bad jobs rather than good jobs?” The 


(general conclusion they came to was that within each oc- 


Cupational category, whether it was manufacturing, profes- 
sions, services or whatever, the increased dispersion within 
that category was far more important than the shift from 
manufacturing to services, essentially confirming the point 


Bob Christie was making earlier. If you would like, I can 
provide that to you. To my knowledge, that is the most 
thorough study of the question you raised. 


Mr Hoicka: Just a last comment, if I can clarify, on 
page 36: I indicated the service sector would be con- 
strained in 1991. We were not calling for a negative ser- 
vice sector. That was constraint relative to earlier years, so 
it will slow down although we would say there will be 
some growth in the service sector. 

Page 37 indicates that one of the toughest areas of the 
service sector is the part related to tourism. Again, it does 
not fit the standard classification since there are jobs in a 
whole series of the different components on that previous 
page. Looking at trips, first of all, they fell in 1989 and 
expenditures fell. Preliminary indications are that they fell 
yet again in 1990, and our anticipation is that they may fall 
to some extent in 1991. In each of these years the factors 
have first been slowing, and now recession of the North 
American economy, and of course in 1991, with a reces- 
sion in the US, that will affect tourism from the US. 

High real interest rates are a significant issue, as is 
rising unemployment, and the exchange rate has certainly 
had an impact on a large amount of tourism, certainly on 
people coming to the province and to some extent On- 
tarians leaving the province and going to the US for vaca- 
tions. 

The conclusions are more medium-term conclusions. 
First of all, the resource sector outlook depends on the 
Canadian dollar as well as the US outlook because of its 
export orientation. We anticipate that it will likely resume 
and in fact grow during 1991 and continue to have slow 
growth in 1992. 

The construction industry seems to be the most dif- 
ficult situation, in particular with commercial overbuild- 
ing, that aspect. It may be easier to turn around the housing 
sector than the major projects, where starts have been 
declining for at least over a year now. It just takes a long 
time, once that sector goes down, for it to build up again. 
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In Ontario manufacturing industry, particularly the 
motor vehicle group, industrial products and investment 
goods are generally well positioned for recovery in the US 
as well as Canada, but the caveat we would leave is that 
Output will turn around much more quickly than employ- 
ment in manufacturing. We will see significant produc- 
tivity increases. Obviously, the speed at which that output 
turns around will depend on the US economy, interest rates 
and the Canadian dollar, because quite a large proportion 
of manufactured output is exported to the US. 


Mr B. Ward: I have a question on page 37, the 
tourism sector, if we can backtrack for a moment. The 
figures from 1988 to 1989 show that trips made in the 
province by Ontario residents were down considerably, 
25.6% from 1988. When you talk about 1990, you men- 
tion, “The expenditure in tourism will remain weak but 
stable due to increased travel within the province by On- 
tario residents.” Are we up substantially from 1989 on 
Ontario people visiting other areas within the province? 
How did you arrive at that statement? 
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Mr Hoicka: I think we are up but not substantially. 


Mr B. Ward: They must have spent more, then. The 
visitors from the United States and other countries are 
down in 1990 from 1989, yet the expenditures are stable, 
“weak but stable.” 


Mr Hoicka: Let me see how to phrase this. Relative 
to 1989, which was a very poor year for Ontario residents 
visiting places in Ontario, 1990 was a better year for On- 
tario residents visiting Ontario, and in general that offset 
continued declines in international and other-province 
visiting to Ontario. 


Mr B. Ward: You have statistics from 1988 to 1989, 
and then to make the statement that travel within the 
province by Ontario residents—you must have some stats 
to make that statement. Is there a percentage? 


Mr Hoicka: We would have to come back with some 
data on that. 


The Chair: Is there any indication of what the impact 
of the cross-border shopping is going to be on the interna- 
tional travel account deficit in terms of Ontario? 


Dr Christie: We do not have any precise figures on 
that yet. Part of the issue is the fact that people can cross 
so easily without a lot of recording of what is being carried 
across the border, which then makes it difficult to have 
solid statistics on what is actually happening there. Much 
of the information which has been discussed here I believe 
comes from survey information that the Ministry of 
Tourism undertakes, and it would not likely be very good 
at capturing the cross-border element of the problem. 


The Chair: Because it does seem to be a growing 
factor in revenue maintenance, especially for Niagara 
region, where sales at service stations—that will cut out 
revenues for gas. There is an awful lot of buying going on 
across the border and that would cut out some sales taxes 
that would normally be paid. There are large items being 
purchased now and this will only be compounded by the 
GST and by the fact that as more and more of the tariffs 
are removed due to the free trade deal there is less and less 
incentive to shop, at least in the Niagara area, in Canada, 
and there are huge numbers going across the border. 


Dr Christie: And a factor in that is that the dollar at 
86 cents or 87 cents makes it a lot less expensive to shop 
across the border than it was when the dollar was 77 cents. 


Mr Phillips: You said manufacturing depends a lot on 
the US. Maybe you already told me this, but what percent- 
age of our manufactured goods are exported? 


Mr Silk: Internationally 50%, and I think something 
like—I will have to check the number—15% is exported 
to other provinces. From our point of view, almost two 
thirds of our output is exported outside the province. 


Mr Phillips: So 50% is international and 85% of that 
is US or something like that? 


Mr Silk: Let me check. We will get back to you. 


Dr Christie: The committee may be relieved to know 
that much of the rest of the paper here is an appendix. 
However, we do have a couple of slides that look at the 


regional situation across the province. I will ask John 
Taylor to take us through those. 

Mr Taylor: The table on page 39 shows the regional 
and community economic conditions. To explain up front, 
it is an average of the unemployment rates for the com- 
munities and regions between October and December. The 
reason for that three-month average is that the labour force 
information is presented on a monthly basis that is unad- 
justed for seasonal variations, so there is a tendency for 
month-to-month variations that cannot be accounied for. It 
is a statistical problem, and this helps to smooth out some 
of that variation. 

In terms of the highest regional unemployment rate, 
that would be in northeastern Ontario for the last quarter of 
1990. Northwestern Ontario would be 8.1%, the second 
highest, followed by the southwest at 7.2%. Central 
Ontario’s unemployment rate averaged 7.2% and the east- 
ern part of the province was at 6.7%. It gives an overview 
of where the various regions are at in terms of their 
employment situations. 

On a community basis, the Thunder Bay and Sudbury 
areas, along with Windsor, have higher unemployment 
rates in the province; St Catharines-Niagara also, just 
under 10%, followed by Kitchener-Waterloo and Hamil- 
ton. The biggest problems in terms of community un- 
employment certainly tend to be in the north. Windsor and 
the manufacturing areas would be related largely to the 
layoffs in auto parts manufacturing. 


The Chair: I notice that Ottawa has gone from 5.6% 
to 5.4%. Is that because of the GST as well? 


Mr Taylor: I will have to check on that for you. 


Mr Sutherland: If I could just ask a question about 
the Windsor rate. Maybe you can answer this. Windsor, I 
would assume, is traditionally higher than London? 


Mr Taylor: I believe it is. 


Mr Sutherland: Do you have any way of knowing 
what that traditional rate would be, what the difference 
would be on average between Windsor and London? I 
guess the point I am trying to get at is how much that gap 
has widened in the last two years. Do we have any way of 
getting a handle on that? 


Mr Taylor: We can look back and see how, over the 
last few years, that trend has been and how close they have 
been and probably could give you some assessment as to 
what the differences are and why they have changed. 


Mr Hansen: We were just talking about cross-border 
shopping in the tourism part. If you take a look at Thunder 
Bay, they have a certain problem up there; it looks like the 
forest industry is affecting them also. If you get down to 
the St Catharines-Niagara area, which I am from, you get 
9.2%. 1 know we had the auto industry, but we are having 
retail stores closing in the Niagara area, so I think there is a 
good reflection on the closeness to the border on the shop- 
ping, with the purchase of gas, etc, which is a loss to the 
income. Windsor also, close to the border. We are talking 
about the auto industry being down, but I think there is 
something in common, if we look at all border towns. 
having a problem with unemployment. I know some other 
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groups are coming in to talk to us on these issues and 
maybe familiarize us a little better with what is actually 
going on in these areas. 
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_ Mr Kwinter: I just wanted to comment on Mr 
Sutherland’s question. London traditionally has the lowest 
unemployment rates and Windsor traditionally has some of 
the highest unemployment rates in Ontario. I do not know 
whether it has changed vis-a-vis each other’s relationship, 
but traditionally that is the way it has been. It has always 
been that way. 
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__ MrTaylor: The following page, page 40, goes back to 
‘the layoff situation. We have shown it here by region. The 
right-hand column shows the change in the number of 
layoffs by region between 1989 and 1990. Central Ontario 
has had the highest increase in layoffs, almost 8,000 out of 
a total of 14,000 province-wide; the southwest just over 
4,000; followed by the northeast at around 2,600, 2,700. 
Both the east and the northwest have gone in the opposite 
direction. They have experienced fewer layoffs. North- 
eastern Ontario would be largely related to the mining sec- 
tor, Elliot Lake and the Kirkland Lake area as well, for the 
iron ore mines. The manufacturing in central and south- 


western Ontario has been the hard-hit sector in those cases. 


The Chair: I have a list of questions. While they do 
not relate to your presentation, some of them do, and I 
‘think they will have a direct impact on what we need to 
know in order to bring forward a paper that would be 
useful to the Treasurer. If you cannot comment on them 
‘now, perhaps you could find the information and send it 
along to us. These are my own, and I think others will have 
some. 

I am interested in the cost-sharing programs. Have we 
any indication of the direction of the federal government in 
terms of whether it is going to maintain what used to be a 
traditional relationship in the cost-sharing programs or 
whether in fact it is going to continue with the most recent 
trend, that is, unilaterally decreasing the amounts of trans- 


\fers coming from the federal government? 





Dr Christie: I think the most recent expression offi- 
‘cially from the federal government was in last year’s 
‘federal budget, at which time it announced further cut- 
\backs to the established programs financing and the cap- 
ping of the Canada assistance plan. Those are actions 
\which are continuing to have effects and will continue to 
have effects next fiscal year. They have not given any 
indication of further steps in that area, although they have 
continued to signal their commitment to keep their deficit 
Jown. They have indicated that further action on that side 
will be forthcoming in their February budget, February 
\deing the conventional time; they have not announced the 
\oudget date yet that I know of. 


The Chair: Is there any projection from the ministry 
bf what the transfer payments are going to be from the 
/ncome tax rebates the federal government collects, On- 
ario income tax? Do we have any idea what kind of sums 
\hey are going to be and how much they will be down? 























Dr Christie: I am not sure I understood the question. 
Are you referring to the personal income tax revenue due 
to Ontario that is collected by the federal government? 

The Chair: Yes. 


Dr Christie: I do not have that information with me. I 
will take that under advisement in the context of the other 
revenue question. 


The Chair: Another question I have, and you have 
alluded to it throughout your briefing today, is the valuc of 
the Canadian dollar. Have you made any projections about 
what you think the value of the Canadian dollar will be at 
the end of this year? 


Dr Christie: I will ask Qaid to answer that question. 
He has the specifics. 


Mr Silk: Underlying the forecast we presented, we 
have an average exchange rate in 1990 of just over 85.5 
cents. We saw that coming down in 1991 to 84.5 cents 
through the year, so by year end—I do not have the figure; 
I am looking behind for the person who might—it is on a 
downward trend, averaging this year about one cent lower 
than last year. It is on a downward trend. That is partly 
because interest rates are coming down too. They are com- 
ing down in the US as well in our forecast; they are com- 
ing down in Canada as well. 


The Chair: I would like to know what you base that 
on, given that about a year ago the feds dropped the central 
bank rate and that caused a decline in the value of the 
Canadian dollar, and they automatically turned it around 
and sent the dollar back up. Why are there projections that 
the value of the dollar is going to be allowed to go down 
even though when they had an opportunity to allow it to go 
down a year ago, they did not? 


Mr Silk: I do not want to speculate on how the Bank 
of Canada runs its monetary policy. January 1990 is I think 
the incident you were referring to, when it dropped 29 
basis points in one week and the market got very nervous 
and there was a run on the dollar. 

The point is that the economy is very weak in North 
America, in Canada as well. We have seen interest rates 
drop fairly significantly over the last three or four months. 
Now the bank rate is I think the lowest it has been since 
early 1988 or something. Of course, prime rates have also 
dropped quite significantly and mortgage rates have 
dropped. This is happening in tandem with US rates com- 
ing down, which is keeping our dollar up, and partly be- 
cause of the uncertainty of our oil prices; the Canadian 
dollar being a bit of a petrocurrency is keeping our dollar 
up. 

But as the economy continues to weaken, the Bank of 
Canada does have room to move our interest rates down 
and, more important, narrow the spread between our rates 
and the American rates. The consequence of that would be, 
obviously, that the dollar would fall. 

In a sense your question may partly be why people 
think the dollar is overvalued. There are various reasons 
for that. We have a merchandise trade surplus but a current 
account deficit. Most economists in the profession, cspe- 
cially in the private sector, consider that the Canadian dol- 
lar is overvalued at 86 cents or 87 cents, that maybe its 
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value should be 78 cents to 82 cents or 75 cents to 80 
cents, somewhere in that range, given our productivity 
level, given our inflation performance with the US, and 
given our current account deficit. 

The pressure on the dollar is down, and the way to 
prop it up is obviously by higher interest rates. A weak 
economy removes that prop. The bank has conceded that 
the GST will obviously add to inflation, but if there are no 
second-round effects of that the bank has sort of con- 
sidered that it will not react to the higher first-round infla- 
tion by jacking up interest rates, as long as the 
second-round effects in terms of wages and prices do not 
show up. That tendency would suggest that the spread 
would narrow and the dollar would fall. 
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The Chair: The reason I asked this question is be- 
cause what happens to the dollar and what happens to 
interest rates has a two-fold impact. One of them is that 
since we have a projected deficit, we are going to have to 
borrow money and we are going to have to pay it back 
presumably or we are going to have to pay the interest on 
it and those capital costs are going to have to be included. 

The second reason I asked that question is because if 
you are projecting that the value of the Canadian dollar is 
going to fall and your projections are wrong, there is going 
to be an impact on what happens in terms of the budget 
and what happens in terms of the Canadian economy, 
revenue and financing. So there is a connection here. Have 
you calculated the scenario where the interest rates fall but 
the Canadian dollar stays high, and then the other scenario 
where the interest rates are sent back up to keep the value 
of the Canadian dollar higher, even though we are still in a 
recessionary period? 


Mr Silk: Maybe if I can first give you some facts, I 
sort of said the dollar would drop. What we basically said 
was that we had an 85- to 88-cent US range in 1990. You 
saw that. We are basically saying that it would be down 
from that to the 83- to 86-cent range. By year-end it might 
be around 83 cents, let’s say. The point is, how sensitive is 
the Canadian economy, especially the Ontario economy, to 
higher interest rates and a higher dollar? It is quite sensi- 
tive. The point however is that, at least in the forecasting 
sense, we have to ask ourselves why the bank would be 
interested in a high dollar. Per se, it is interested in it not so 
much for its sake, but obviously in terms of its inflation 
impact and a higher dollar means inflation effects are more 
subdued. 

If for other reasons inflation is already trending down, 
and as I said for example, for the GST there are no second- 
round effects, if oil prices are down and that softens infla- 
tion, the bank is not committed to a high dollar for a high 
dollar’s sake. It is committed to moderating inflationary 
pressures, and for other reasons inflation is coming down. 
There is room to manoeuvre for the bank. Our bet is, given 
our forecasts, that excluding the GST, inflation will be 
lower in 1991 than in 1990. With US interest rates coming 
down, the bank has got itself some room. Whether in any 
given week it miscues, as it did in January 1990, that is a 


different issue and the question is, what kind of approacl 
would it take? 

The Chair: I would like to pursue that. I would as 
sume that Sinclair Stevens, who has offered a suggestio1 
as to why the central bank rate would stay as high as i 
is—and the value of the dollar is up there. The other thin; 
is that given the disastrous effects of the high value of th 
Canadian dollar on the Ontario economy and on thr 
Canadian economy as a whole, one would have had to as! 
that question about a year and a half ago when the tren 
started to move the dollar higher. Since there is n 
economic gain for Canada and Ontario to have a dollar a 
that height and yet we do, one would still have to ask th 
question, have we taken into consideration that there may 
be reasons other than economic reasons that the value o 
the dollar remains high, and have we calculated that, jus 
in case? 

Dr Christie: If I could offer one comment on that 
first of all we have not calculated scenarios in which th 
dollar or interest rates stay high for non-economic reasons 
In particular, probably the most convincing scenario tha 
we might look at in terms of higher interest rates and ; 
higher dollar would be one in which we had underes 
timated how strong the economy was or how much infla 
tionary pressure there was left. In that case, we might see | 
somewhat stronger economy than we think, to which th 
Bank of Canada reacts by imposing higher interest rates o1 
the higher dollar, which might mean more strength in th 
near term but more weakness in the longer term. We ar 
pretty sure we are not underestimating the strength of th 
economy, so that is not a scenario that we have looked a 
in any detail. 


Mr B. Ward: A quick comment-question, I gucss 
These are very troubled times and there are so many vari 
ables in any type of projections. Do you find that this 1 
one of the most difficult periods that you have had, in you 
experience, to attempt to project where the economy i 
going and where the Ontario economy is going because 0 
the variables that are obviously thrown into the puzzle, si 
to speak? 

Mr Stockwell: Last year was the worst time. 

Mr B. Ward: Was last year worse? 


Dr Christie: I suppose the first comment would b 
that the big noneconomic variable on the scene is the Mid 
dle East. That is always particularly difficult fo 
economists or anyone who is not a military person, and 
rather suspect it is very difficult for people with a militar 
background as well. These things are inherently unpre 
dictable, and there are far more issues involved in what 
going on over there than what effect it has on Ontario’ 
economy. However, having said that, that is one of the bi 
clouds over what we are looking at in terms of the ne» 
year coming up. 

Bank of Canada policy is another big question mark 
The comment has been made that it is difficult to under 
stand why interest rates and the exchange rate have staye 
so high for so long. The only explanation we have bee 
able to come to is that the governor is very serious whe 
he says he is pointing towards zero inflation. That i 





something that we have some difficulty coming to grips 
with in terms of a forecast like this, because we have not 
seen a convincing explanation of the benefits of zero infla- 
tion, given that we know what the costs of the policy are. 





So those are two uncertainties. Having said that, times 
are always uncertain, but these probably are more uncer- 
tain than most. 


Mr Phillips: We will get the revenue estimates I think 
in a couple of weeks, as you said, when we get the third- 
/quarter stuff out, but my question is, what attention should 
‘the committee pay to the province’s credit rating? Let me 
just go on a little bit with that. I gather we have a debt of 
pout $40 billion and Ontario Hydro has a debt of some- 
thing. We guarantee the debt of Hydro I think. The 
eiieman said Canada has a trade deficit of $15 billion a 
year, I guess, and it borrows offshore. The federal govern- 
‘ment borrows a couple of billion dollars. 

I am just trying to get an idea from the Treasury 
‘people. What are the benefits or lack of benefits on 
whatever our credit rating is today? How much of our debt 
do we borrow offshore, outside of Canada, outside of On- 
tario, I guess, and is there any consideration we need to 
shave as we look ahead at borrowings that will be required 
for the province in the next 12 to 18 months the way that 
we are rated for credit purposes, and just whether that 
‘should be something that we are thinking about? 


Dr Christie: I find it difficult to offer advice on the 
;committee’s agenda. It is certainly a matter of concern to 
most governments and to most governments at these kinds 
‘of times, not only because it affects the cost of borrowing, 
but if my Treasury and capital market colleagues were 
here, I think they would tell you that it also affects the 
availability, that there are a number of organizations that 
will have restrictions are terms of their lending, will have 
testrictions on, “I will only have so much double A, or I 
will only have so much single A.” What they will not have 
is restrictions on how much triple A or double A-plus, for 
jexample, and if in very uncertain times people prefer to 
have those higher quality—as determined by the ratings— 
\credits, there may well be some value in that credit rating 
in terms of simply the ability to access those funds. So 
there are generally held to be both cost and availability 
\benefits from the higher credit rating. 

na 

| Mr Phillips: Could I just ask you a specific thing, 
jbecause maybe it is too general. How much of our debt do 
\we service offshore? Our debt is $40 billion, but I do not 
\what Hydro’s debt is. In terms of not just the availability 
sbut the specifics, what is the impact of a lower credit 
stating? Is it like 0.25 of an interest point or is it different? 


i Dr Christie: The quarter of a per cent has been used. I 
jave heard it used in the past. If there is a current estimate, 
|we would have to confirm that. 

| In terms of how much of the $40 billion is foreign 
orrowing, my understanding, and again subject to confir- 
jnation, is that it is primarily held by our Ontario teachers’ 
pension fund, the public service fund, Canada pension plan 
jor example, so it is almost entirely in Canadian dollars 
jield in Canada. Now as those funds are lending the money 
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other places, it may be in future at some point that there 
would be a significant amount borrowed abroad, but at the 
moment I do not believe that is the case. 


Mrs Sullivan: First of all, I have some things that I 
want to add to the list of information that I would ap- 
preciate Treasury coming back with, but I also want to go 
back to Qaid’s remarks in response to your questions, Mr 
Chairman, about the Canadian dollar and so on. You are 
predicting a 6.1% increase in the CPI for the 1991-92 fis- 
cal year and you have indicated that you feel that the 
Canadian dollar will come down because real inflation is 
basically decreasing and the difference is the effect of the 
GST on the CPI. Are you predicting then the GST effect 
on CPI at, what, about 1.5%, or where? What is your 
figure? 

Mr Silk: For 1991 we had built in one and a half 
percentage points for GST. That is slightly higher than the 
estimate of the Department of Finance of 1.25. We also 
differed on the fact that we thought there would be to some 
extent second- and third-year effects, much smaller but 
none the less there. We might have to revise that a bit 
given a very weak economy, but there may not be sort of 
some spillover into future years. 

That is the impact we have, so with a 6.1% inflation 
rate for Ontario, excluding GST, we would say 4.6, let’s 
say, which is less than last year’s 4.9. The governor has 
already said that he understands the GST will boost infla- 
tion, and as Bob earlier pointed out, one of the things we 
are going to find out from Statistics Canada actually when 
we publish the CPI in the next few months—it may not 
show up in January, for a variety of reasons, where 
retailers are trying to sort of bite the bullet or whatever, but 
none the less over a few months it will become clear as to 
what extent that thing has been passed on. The governor 
has said, if in future months or in future quarters that does 
not show up, then he will consider that a one-time bullet 
which he is willing to live with and not jack interest rates 
in response to that. 


The Chair: With the indulgence of the committee, it 
is 4:25. If I allow five more minutes for questions, we do 
have one more piece of business that we have to do before 
we leave tonight. 


Mr Jamison: Many of the questions that have been 
asked in the committee have dealt very plainly with the 
policy of the Bank of Canada and again, I just have to 
really say that I am rather concerned that the Bank of 
Canada has not chosen to really give us any kind of sub- 
mission at all. I know that we are going to get submissions 
from the Toronto-Dominion Bank and the Royal Bank, but 
those banks really follow suit and I really feel that it would 
be extremely important to try to get some kind of submis- 
sion from the Bank of Canada on this issue, outlook and 
suggestions, and hopefully have someone here whom we 
could ask questions specific to the economy. I just want to 
express my concern. 

I think it is evident today that again many of the ques- 
tions that have been put forward deal specifically with the 
position that the Bank of Canada will be taking or has 
taken or whatever. I really think it is important to try to 


F-22 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 











readdress that invitation with it, because this province rep- 
resents one out of three Canadians. I think it is important 
enough that it make a submission. I really do not under- 
stand that it cannot make time for the province of Ontario. 


The Chair: I agree with those sentiments entirely. In 
fact I would ask the clerk to try again to pursue and have a 
written reason sent on to us why it will not appear before 
this committee. 


Mr Christopherson: I have obviously had the oppor- 
tunity to have almost all of this material given to me in 
briefings through the department with the Treasurer. One 
question that I did not ask and that comes to mind now is, 
two of the main variables over the last few months in 
predicting where things might go, of course, were the price 
of oil and the American economy. Since then, with the 
advent of the war, we know what it can do to the price of 
oil if it is a prolonged war, but what might it do to the 
American economy? Given how that would impact on us, 
I can think that initially there could be a boom, the old 
argument that war is positive for an economy; yet the 
briefing here states that it is intensifying the recession. 
Briefly, could staff just touch on what the short-, medium- 
and potential long-term effects of the war on the American 
economy as it relates to ours might be, please? 


Dr Christie: I think the approach that we have taken 
has been more hooked to oil prices. The war will have two 
or three fundamental impacts, the first being oil prices. 
That may go one way or the other, depending on the 
course of the war. The learned people who discuss these 
matters seem to relate that side of it to whether there is 
destruction to production or distribution facilities outside 
of Iraq and Kuwait and those are things that we will watch 
for in terms of our monitoring of the economic impact of 
it. 

The United States, from the perspective of oil prices, is 
very much like Ontario. It is an importer, so the negative 
impact of oil prices is as we described for Ontario; that is, 
it is like a tax levied by the rest of the world on the United 
States, and the reduction in economic activity resulting 
from that on the US side would then feed through to us 
because it is the biggest customer on the export side. 

The possible upside, I suppose, of war would be 
government spending in the United States. To the extent 
that it needs to replace facilities or equipment, it might run 
a higher deficit and would require a higher deficit to have 
any of the standard economic multiplier impacts. If in fact, 
as appears more likely given its deficit problem, any addi- 
tional spending it undertakes with respect to war is 
financed by either raising taxes or cutting other problems, 
as our federal government has indicated it will do, there 
would not be any material economic benefit coming from 
the war; perhaps a minor postponement of the so-called 
peace dividend, but we would not add any positive side to 
our economic outlook on that account. 


1630 


Mr Christopherson: I have had a chance, individual- 
ly and in private, to thank some of the staff in Treasury— 
and I guess all the ministers and parliamentary assistants 
might feel this way and may be taking their opportunity— 


for the kind of work, support and co-operation they hav: 
shown. None of us really knew what we were going ti 
walk into, quite frankly, especially with Treasury, ané 
there were interesting dynamics in the early days, watch! 
ing all of us try to see where we are all coming from. 
I would like to say publicly how much I appreciate th: 
efforts of each and every one of the staff that I dealt witl 
in Treasury. Without exception, they have done everythin; 
they can to make the transition as comfortable and as eas) 
as possible and have played a positive, supportive role. 
want to take the opportunity to thank each of you for that 
It is much appreciated. | 
Mr Kwinter: I have a question about the unemploy, 
ment rate. The present unemployment rate is at 7.8% anc 
you project that that will be reduced to 7.3%. How realistir 
is that? 
Dr Christie: At the very start of our discussion one 0. 
the points we tried to bring to the committee’s attentioi 
was that there has been new information come to light it 
the past couple of months since this forecast was made anc 
it creates certain downside risks in the forecast. I think thi 
unemployment rate is really a classic example of that. - 
believe that even two months ago that rate was in the higl 
sixes or low sevens. It has been in the last two month) 
really that it has gone to the 7.8% level. | 
While we have not redone that number for the pur 
poses of the public forecast yet in the budget, we will bi 
looking at that over the next couple of months. Obviousl: 
the fact that the December number was 7.8% is going tc 
make it somewhat more difficult for the economy t 
achieve that average forecast over the year. 
Mr Kwinter: Are there 20,000 new jobs factored inte 
that already? 


| 

Dr Christie: No, the forecast of zero net new job) 
next year included the impact of the antirecession pro 
gram. Without that the forecast would have been minu, 
20,000. 


Mr Kwinter: Okay. My other question is, when you 
talk about the real external trade and you are showing ver! 
little growth and given that trade constitutes about a thir¢ 
of our gross domestic product, has that been factored in a’ 
well? 

Dr Christie: Yes, that is factored in. 


Mr Phillips: Can I go back to that debt thing agail 
and the end of it? I would not mind hearing from some 
body from Treasury who was really intimate with this 
because I look at your document and it says here, “As 
result of these pension reforms, the province will no longe 
borrow from the teachers’ and public service pensi 
plans.” 

Later on it says, “In view of Ontario Hydro’s growin; 
borrowing requirements and the possibility of thi 
province’ s public market borrowing in the future, thi 
province and Ontario Hydro are developing a global finan’ 
cial strategy to take advantage of financing opportunitie: 
in both Canada and international capital markets.” 

The point I am making is that, for me at least, I do no 
think we are going to borrow from the teachers’ and thi 
public service pensions in the future. I do think we aa 
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going to service it offshore or out of Canada and I would 
not mind some time between now and when we finish 
maybe hearing from somebody from Treasury who 
works—I am not suggesting you do not work in the area, 
but someone maybe more deeply involved in it. 

Dr Christie: I think we can find someone who is 
more deeply immersed than I am. 


Mr Stockwell: I wonder if it would be the 
committee’s recommendation or staff’s, I am not sure 
whose, but I would really like to see some revenue projec- 
tions. I find it very difficult to deal with any kind of 
recommendations or have any kind of consultation without 
tevenue projections. It is like dealing in a vacuum. I am 
not asking for where you are going to spend the money or 
spill your budget. I am just asking how much are we 
Jown, how much more we expect to go down and how 
much money we see ourselves short for 1991. Unless you 
do that, there is very little valuable input that we can give 
che Treasurer. 


The Chair: Mrs Sullivan gets the last word. 


Mrs Sullivan: There are some things that I think 
would be useful for the committee to have. Some of them 
“elate to the economic side; others relate to other parts of 
he ministry’s operations. Out of your projections relating 
O new unemployment rates and changes in employment, I 
wonder if we could see your projections on changes in 
iptake for the FBA and general welfare assistance. 

I think the Chairman has asked for an analysis of 
‘ederal offloading and the kinds of difficulties that creates 
n Ontario over the next fiscal period. I would also like to 
see a similar analysis for changes in the unemployment 
‘nsurance legislation federally, both decreases and in- 
creases in terms of our revenue situation and the net 
change. 
_ I was interested in your charts relating to business in- 
vestment activity. I have been reading materials lately, 
Doth from Statistics Canada and from research institutions, 
jhat suggest that while capital expenditures will be down, 
esearch and development activity will be significantly up. 
wonder if you have further data on that. 

If I could as well go back to a theory that certainly the 
wevious government believed, that debt is not only in dol- 
ars but also in facilities, I wonder if Treasury could pro- 
vide an analysis of infrastructure requirements, particularly 
jn the greater Toronto area, as well as in the broader 
egions of Ontario, particularly relating to water and sewer 
ssues and the kinds of financial requirements that will be 
ieeded over the next immediate period of time to meet 
those. 

What I also think it would be useful, since this has not 
een included in the material that you provided, would be 
(nN analysis of self-employed new business startups and 
pankruptcies in that sector and what the impact would be 
\f applying the employer health tax to self-employeds. 

Mr Christopherson: Is that all? 

| The Chair: There is one question left. I would like to 
now how much the GST is going to cost the provincial 
Overnment, how much taxed is the running of the govern- 
lent. 

















































Mrs Sullivan: I too would like to thank Treasury for 
being here. 


The Chair: On behalf of the whole committee, | 
would like to extend our thanks to you for coming. If we 
have any further questions, we will send them along to you 
as they arise. We are just at the beginning of this process, 
and I think that by the end of the process, after hearing 
some 60-odd submissions, we may have some more ques- 
tions for you. Thank you very much. 

Before everybody disappears from the committee, we 
have another piece of work that has to be done. We seem 
to be very popular and there seem to be a large number of 
people who would like to come before us. In fact, we have 
more people than time allocations. We must make a 
decision as to what we will do. As soon as Mr Decker 
finishes handing it out, we will let him describe what the 
situation is and what we might do. 


Clerk of the Committee: At its last meeting, the 
committee authorized the subcommittee to proceed with 
scheduling and to hold a meeting early in the new year to 
do that. The subcommittee did so and instructed me to 
leave the last two days of public hearings unscheduled so 
that the committee would have some flexibility in choos- 
ing among the groups that were still on the waiting list to 
make presentations. 

The appointments for next Wednesday and next 
Thursday have not been set. There are a total of 20 ap- 
pointments available and on the list as it appears now there 
are still 30 groups to be scheduled. I do not know how the 
committee would want to handle that, whether it would be 
to meet on Fridays or spill over into the next week. 


1640 


The Chair: How much time is there in these allot- 
ments? 


Clerk of the Committee: Thirty minutes. 


The Chair: Would it be possible that we could short- 
en them to 20 minutes and do three in an hour as opposed 
to two? I am looking through this list and I see number 30 
on the list is an individual who has already sent in a letter. 
While the issues are very important to him, I do not think 
he is going to take a half-hour and I do not think we would 
want to spend a half-hour. There may be more like that. 


Mr Kwinter: Can I make a suggestion? What we 
might do is have the clerk go through the 30 names, find 
out where there is duplication, where there are people pret- 
ty well in the same areas as others that have already come 
in, and allow them a lesser time, not to sort of disqualify 
them, but maybe to have 30-minute intervals for people 
who are bringing new information from new groups that 
we have not had any information from. We might give a 
shorter time to those bringing information that we have 
already heard from people in the same field. 


Mr B. Ward: I think an example would be the Toron- 
to Home Builders’ Association. We are receiving a brief 
from the Ontario Home Builders’ Association and there 
may be some overlap. That would be an example of a 
shorter time, where 30 minutes would not be required in 
that particular case. I think it is a good idea. 
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Mr Kwinter: I am not talking about your schedule. I 
am talking about this list of people who have not been 
scheduled. 

The Chair: It is the same with the home builders and 
the Urban Development Institute. These are pretty much 
Crossovers. 

Mr Phillips: I thought I heard three weeks of hear- 
ings. Was I incorrect? 

Clerk of the Committee: The committee has 
authority to meet for three weeks. It was the feeling of the 
subcommittee that the public hearings be held in the first 
two weeks and the third week be reserved for preparation 
of a report to the House. 

The Chair: You probably know this better than I do, 
you have been on more committees, but we have to come 
back and hash out what we want to say, with great wailing 
and gnashing of teeth. 

Mr Stockwell: That will take a couple of minutes. 

Mr Phillips: At least one of these groups we should 
hear from. I have just glanced at them and there are some 
pretty powerful organizations. 

The Chair: We could add a Monday morning or a 
Friday. 

Mrs Sullivan: Why is 30 January not scheduled? Is 
that where these ones are going? 

Clerk of the Committee: Yes. The subcommittee 
wanted to leave the committee some flexibility so it left 
two days unscheduled. There are a total of 19 spots avail- 
able on those two days. While the subcommittee did not 
want me to schedule them, they did want me to schedule 
the Ontario Nurses’ Association. The only day they were 
available was the 31st, so one of those I committed to 
them. 

If we were to add, say, a Friday morning from 10 to 12 
that would be four time slots, and then a Monday after- 
noon of the next week when we would be writing a report, 
that would give us six. That would take all 30 of them and 
leave the remainder of the week for writing a report. 

The Chair: There is a possibility of a Monday morn- 
ing. How does that feel? Some people have a lot further to 
come than others. 

Mr B. Ward: I move Monday. Slot them in on a 
Monday. 

Clerk of the Committee: Next Monday and the fol- 
lowing Monday. 

Mr Stockwell: When you tell them you are reducing 
their time limit, they are not going to be keen on it. 

The Chair: There is going to be a time limit. 

Mr Stockwell: I understand there is a time limit. If we 
can make accommodations to hear them all the same 
length, I would be prepared to do that. 

Clerk of the Committee: I think there are three in- 
dividuals on this list. What I could do is schedule these 
individuals at the very end of a morning session or an 





afternoon session and there would be nobody following, so 
the committee could spend as much time as it wants. If 
you only spent 10 minutes, you would not be sitting 
around waiting for the next group, you would spend 10 
minutes and that would be it. They would make their 
presentation and if you had no questions, that would be the 
end of the meeting. 

Mrs Sullivan: I do not see the Ontario Federation of 
Agriculture on this. I think we should request them to be 
here. I think it is very important that they be here as the 
sector that the Ministry of Treasury and Economics has 
identified as one that is in a difficult transition. I think that 
we should be hearing from them, even if we have to drag 
them here. 

Mr Jamison: I agree with that. There are important 
issues that are relevant to the economics of GATT and so 
forth. I think it is very important that they be here also. 


Mr Christopherson: Are we talking 10 o’clock on 
Monday morning being enough to accommodate 
everybody? 

Clerk of the Committee: If we met next Monday 
morning in addition to Monday afternoon, that would give 
us two hours next Monday morning to accommodate four 
groups. The following Monday would also be another four. 
That would give us 8 out of the 10. There are a couple of 
spots on the full agenda that are open as yet. 

Mr Christopherson: Then I[ think this is what we 
ought to do. I would suggest, though, if we are going to get 
into a situation of not being able to meet, I agree with Mr 
Stockwell. If you are going to reduce people, you are 
probably better off to be arbitrary and say, “We have some- 
One representing your sector or your concerns already, so 
we will receive your written and the oral just will not be 
possible this year.” If you start giving some people 15 
minutes and some 20 and others 30, you are really looking — 
for trouble, so I agree with that opinion expressed by Mr 
Stockwell. | 

The other thing is that I thought Mr Kwinter had a 
good idea about comparing who has spoken already when 
deciding who we might have to not hear, but I did not quite 
understand why we would not go back to the original list 
also. | mean we should take a look at who is left that has - 
not yet been heard or slotted and compare it there. It 
should not just be out of the remaining. We would deny, if - 
you will, from the remaining, but the comparison should 
go right back to the beginning of everyone that we have 
heard. I think with all of that, we should be able to come - 
pretty close to satisfying most everyone’s needs and ensur- 
ing that we have covered the broad spectrum. 


The Chair: We could start at 1:30 as opposed to 2. 
o’clock. So start at 1:30 and schedule two Monday morn- 
ings? 

Mr B. Ward: And invite the OFA. 

The Chair: Yes. 


The committee adjourned at 1649, 
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The committee met at 1004 in room 228. 
PRE-BUDGET CONSULTATION 


TORONTO-DOMINION BANK 


The Chair: Please introduce yourself and the people 
with you. 

Dr Peters: I am Douglas Peters, the chief economist 
at the Toronto-Dominion Bank. I have with me Dr Ruth 
Getter, who is a senior economist in the bank. We are here 
to present our views on the outlook for the Canadian econ- 
omy. Dr Getter is the person in my department who han- 
dles that particular forecast. She is going to make the 
presentation to you for a few minutes and then we will be 
quite happy to answer any questions you might have. 
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Dr Getter: Good morning, everybody. First of all, I 
nave handed out three pieces of information. This is 
Canada’s Business Climate, which is our latest macro- 
forecast, which was just released I think at the end of 
December. That was obviously before the war started, but 
it gives you our latest view. 

Report on Ontario: Recession and Recovery is some- 
thing I put together a couple of weeks ago for the depart- 
ment, for our clients, for internal purposes, and I thought it 
‘would be appropriate to bring it here, because that is our 
latest view on Ontario. That was done on the basis of that 
macro-forecast. 

The third item is Report on Provincial Finances, and 
what I would like to stress here is that this was done on the 
basis of last year ’s budget. It is a comparison of all the 
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information, especially for Ontario, so please bear that in 
‘mind. I just brought it to you in case you want to make any 
kind of interprovincial comparisons. That is the most com- 
prehensive data one can get. We will do another one of 
these when all the provincial budgets are released this year. 

By the way, if this committee would like to have our 
Tegular updates and publications about provincial econo- 
‘mies or anything, please let me know because we make 
ithose available to whoever wants them. I know Treasury 
igets all our stuff, but if anyone on the committee wants it, 
ithat is fine. 





| The Chair: If you could put us on the mailing list, 
that would be fine. 


| Dr Getter: I need a card, a name, whatever, a post 
office box. 


I would like to be as brief as I can so you can ask the 
questions you really want answers to, but I would like to 
jset the stage a little. I will very briefly go over our macro- 
joutlook and then talk about what we think is going to 
happen in Ontario. Then we can open up to various policy 
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issues as you like, and both myself and Dr Peters will be 
happy to answer your questions. 

In this morning’s paper, in the report on Canada it says, 
“Pitfalls at every turn for politicians,” because of the un- 
certain situation in the world today. There are pitfalls at 
every turn for economists who are trying to predict the 
future today. As we look at what is going on in the world, 
it changes moment by moment. I heard this morning that 
Iraq is bombing or blowing up some oilfields, so we know 
what that is going to do to the markets and to oil prices 
today. It is a little difficult to predict the future, so bear that 
in mind, too, but I will do the best I can. 

The one thing I can talk about with some certainty is 
what happened in 1990, so let me do that very quickly. We 
know Canada has been in a recession since early 1990. We 
got into it in the second quarter and we have been in it ever 
since. Manufacturing actually went into decline before 
that, starting in 1989, as we know in Ontario certainly. The 
growth for the year in 1990 we estimate at 0.8%, less than 
1%, which is the lowest since 1982, so there was still some 
positive growth, but it was very, very low. The weakness 
in the economy is very widespread. It is not just a single 
sector that is affected or one or two sectors. Every single 
sector in the economy was affected: housing, autos, invest- 
ment, profits, merchandise trade, consumer expenditures, 
retail trade. Everybody got it. 

In terms of industries, again it was very widespread. 
Industrial production in particular went down almost 4%, 
we estimate. Residential construction, manufacturing are 
very badly hit. The goods producing sector declined by 
1.2%. The services industries were still growing at about 
2%, but that is pretty sluggish. 

The unemployment rate was up to 9.3% in December 
and in June it had been 7.5%. So the decline which started 
in the second quarter accelerated in the second half of the 
year. The unemployment numbers are really the best indi- 
cator of that, of how quickly that decline happened. The 
housing numbers also reflect that. Housing starts in partic- 
ular we know are very bad. The numbers came out yester- 
day. We had estimated 182,000 and it ended up being 
181,630. But that was significantly lower than 215,000 the 
year before. Bankruptcies in general across the country are 
running 40% to 50% above 1989 levels. 

That is the bad news, and there is more to come, I am 
sorry to say. I think Mr Cross of Statistics Canada said he 
looked at all his numbers and said, “I can’t find anything 
good to say,” and that is kind of how I feel. There is really 
very little good to say. 

The Chair: Unfortunately, we could not get Mr Cross 
to come here and give us his numbers and any projection 
of where he would go. We did invite him. 
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Dr Getter: I am giving you his numbers. That is 
where I get mine. 


The Chair: Statistics Canada? 


Dr Getter: Phil Cross gathers the statistics, which are 
then available to everybody. 

My next subheading says, “What will happen in 
1991?” T am a lot less sure about that. First of all, there is 
the Gulf war; eight question marks follow that. The ap- 
proach I would like to take, which is the only rational one 
to take, is that it is not going to be a catastrophic war 
where the entire world blows up. If it does, then there is 
nothing to talk about. I am assuming, but economists are 
allowed to assume. I am assuming the world is not going 
to blow up, and given that assumption—okay, we assume 
there will be some impact from the war. It is not going to 
be wonderful, and it might be protracted and there might 
be problems in terms of oil and inflation and so on. But I 
have to take the view that it is not going to be the worst of 
news and it is not going to be the best of news. The early 
euphoria is, I think, dissipated. I do not think this war is 
going to be over tomorrow. 

But there is one thing I would like to point out. Maybe 
it is a bit of good news. I am trying desperately to find 
something good to say. The world right now is awash in 
oil, There are tons and tons and barrels and barrels of oil 
around, and one of the reasons the price of oil went below 
$20 is precisely for that reason. People know that. I would 
say we certainly have about six months’ worth of oil sup- 
plies, that we really do not have to panic. That is the good 
news. Oil prices, I would suspect, are going to climb 
today; I think they already started climbing last night. But 
I do not see them going up to $40, $50 or whatever, not in 
the short term, because in the short term there is enough 
strategic reserve to carry us through for at least six months. 
If the war is over by then, we will be all right. 

Given that there is a war which is going to continue, 
say, for six months without major impact on oil prices, we 
expect the recession to continue through the first and sec- 
ond quarters of this year at least. Hopefully, if things go as 
well as they can possibly go, we will start coming out of it 
in the third quarter. We can talk about the risks to this 
forecast later. 

I expect a decline in output in the economy of 1.2%. 
You have our forecast at the back of this Report on On- 
tario; on the back page you have our forecast for Canada 
as a whole and then for all the provinces. If you want to 
follow it there, that is fine. The reason there is a decline of 
1.2% in 1991 is because we are starting the year off very 
badly, and even though we may start to recover in the third 
and fourth quarters it will not be enough to give us positive 
growth for the year. The effect of the recession is all going 
to show up in the numbers. If you look at annual numbers, 
it will show up in 1991. 

Again, all our key indicators will decline. That you can 
follow more in detail in this booklet, so I will not go 
through it. But consumption, investment, housing, exports, 
profits—across-the-board declines in all of these variables. 


The unemployment rate we expect will average 10% i 
1991. It will go up to about 10.3%, 10.5%. We hope th 
will be as high as it will go nationwide in the secon 
quarter, and then will start to decline. I am not going to g 
into great detail about how terrible every single variabl 
will be. You can ask about it if you like. 

There was a great deal of discussion last year about th 
effect of the GST. What I am seeing and what I saw befor 
it was actually implemented is that the news is a lot bette 
than we thought. Because the economy is so weak, th 
inflationary impact of the GST has been dampened, an 
we see that businesses are swallowing the GST. They ar 
giving people rebates or they are just eating it, so price 
are not going up as high as we would have expected. Th 
government said 1.25%, 1.5% inflationary impact. I do ne 
think that is going to happen. 

The CPI just came out this morning, and I think it wa 
down in December from November by .1%. It was 59 
year over year in December and it was a decline month t 
month in December, which is quite unusual. I think that i 
good news. If we do not have an explosion of oil price 
and the GST inflationary impact is not very strong, that i 
very good news, because I think many of us were ver 
concemed that an economy that is already flat on its bac 
gets hit by an inflationary hit, the Bank of Canada tighten 
up and the economy really cannot revive. In that sense 
that is good news. 

We had expected inflation to be above 6%, and that i 
what you will find in our forecast here. We had expected i 
to be 6.3%. I think that is too high now; I believe it i 
going to be closer to 5% or 5.5%, less than 6% anyway. 
think the initial resistance to the tax will eventually dissi 
pate. I think within six months people will have adjusted t 
it. There are still some noises but in the end they will hav 
to swallow it and they will get used to it. 

I think the one factor that could still be affected by tha 
would be the new housing, because the GST affects nev 
houses and not resale houses. That is one sector that 
expect will still be hit by that, because it is a significan 
chunk on every sale. 

Some speculation about what is going to happen it 
terms of monetary policy by the federal government: W 
expect interest rates to continue to fall steadily, unless o 
course there is a real inflationary push from the war o 
other problems. The fear of the GST induced inflation wa: 
overstated, so I think that Mr Crow will continue to lowe 
interest rates steadily. I think we have just revised ou 
interest rate forecast and are expecting 10 to 20 basi: 
points. 


Dr Peters: I think it is 10 to 20 basis points a week or 
the bank rate, which would give you a prime rate reductior 
each month for maybe five or six months, with some stal 
in between maybe, but certainly a markedly lower rate o! 
interest by midyear. 


Dr Getter: We are looking at prime at 10.25% by 
midyear and 9.75% by the end. It is not a forecast o! 
prime. Based on what the governor will do, we expect 
prime will be under 10% by the end of the year. The Cana- 
dian dollar continues to remain strong. It ought to be a lot 





ower, but it remains strong. Mr Crow has more room to 
manoeuvre because of low inflation, the high dollar and 
he very weak economy. He has more room to manoeuvre. 
He can lower interest rates and hopefully he will continue 
do that. Everything is contingent on what is going to 
jappen in the Middle East, but the Federal Reserve System 
jas been easing, and as the Fed continues to ease that gives 
jim more incentive and room to ease as well. 

So we are looking at an easier monetary policy now. 
People wonder at what point the economy is going to start 
jooming because we are lowering interest rates. You are 
not going to see the effect until there has been a sustained 
decline month after month. Then at some point, hopefully 
oy the second half of the year, people will realize that 
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maybe they can start spending again. But it is not going to 
qappen right away. People have to see a sustained policy 
Beange, because he has been going in the opposite direc- 
tion for so long. | 

In terms of fiscal policy, the federal government really 
qas its hands tied. It has a huge deficit. It cannot spend, so 
it cannot stimulate the economy, which is what its mandate 
oresumably is during a recession. It will have a larger than 
expected deficit because of the recession and higher than 
expected interest payments, because obviously its own 
forecasts for interest rates were too low. It is really stuck in 
‘erms of what it can do. 

This is my own personal view. I think the GST reve- 
ques are going to exceed expectations and that is going to 
vail them out to some degree. That, I would like to stress, 
is my own hunch. I do not know that. There is no way to 
know that, and part of the problem with the GST is that 
nobody knows that, but my feeling is that revenues from 
the GST will probably be higher than they expected and 
that will be useful. There is an election year coming up and 
maybe they will somehow find some money, but overall I 
do not see the federal government being very expansionary 
in its fiscal policy. 

1020 

_ Very quickly, US and global developments: The US is 
lin a recession and in a war. I would like to say that the 
lproblems in the banking system—and I am talking about 
ithe big banks; I am not talking about the savings and 
loans. The commercial banking systems in the States, as 
far as I am concerned, are far worse than we know them to 
ibe. I think that because of this war and this crisis it has all 
been shoved under the carpet, and when this crisis is over I 
think we will see the real disaster that is lying under there. 
So I think that their financial system is extremely vulnera- 
ble and fragile and we have not even begun to see how bad 
itis. The savings and loan problem is the tip of the iceberg. 
That is something to keep in mind. 



















































The Chair: Could I just interject a question at that 
ooint? One of the major causes of the depression in 1929 
was the beginning of the bank failures both in Europe and 
in the United States caused by the Treaty of Versailles and 
the amount of money that was being moved around. Is this 
really a hidden domino card? I mean, are we looking at a 
‘eally major factor in the American economy if these sav- 
ings and loans and banks start going under? 
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Dr Getter: I do not think it is going to be the same 
degree as it was, but I would like Dr Peters, perhaps, to 
address this question. 


Dr Peters: The question in the United States is not a 
depression-causing type of banking change; it is very 
much of an institutional change going on in the banking 
system. Five years from now we may indeed look at the 
US financial system and find that the largest names in that 
financial system are not banks but rather are other con- 
cerns such as Sears, GE Capital, American Express and 
other items. So, there is a very great deal of institutional 
change going on in the US financial system. 

The question about the banking system and failures 
there is very difficult to assess, I think there are serious 
problems and I really do not know if that is going to be a 
question that is going to cause any serious economic—it 
does not have to cause serious economic repercussions; it 
may cause serious fiscal repercussions for the US govern- 
ment because of its massive deposit insurance guarantees 
and because of the bale-outs. That has already happened at 
the savings and loans, and if there are major banking prob- 
lems you may get other major fiscal problems because of 
those questions. 

I do not think, though, that necessarily will translate 
into the kind of depression that you had in 1929-33. In that 
instance, it was the depression that caused the banking 
failures, not the other way around. It is very difficult to 
say; the reparations were part of the postwar problem, but 
that was not the banking failures related necessarily to that. 
It was the depression itself that caused the massive banking 
failures in the US. 

So, in this case we have a very large financial problem, 
its impact on the real economy, on employment and output 
and that may be considerably less than and certainly not 
depression. That is certainly not my idea on the matter at 
all. Does that make it a little clearer? Have I answered 
your question at all or have I fudged it? Maybe I have not 
answered your question because really, maybe I do not 
know the answer. 


Mr Stockwell: That happens around here a lot. 


Dr Peters: I am willing to admit that I have not got 
the answers. 


Dr Getter: I just would like to add something to that. 
I did a paper, of which perhaps I should have brought a 
copy—I will be happy to send you one—on debt condi- 
tions in Canada versus the US. We are in far better shape 
than the United States is. What is very interesting is that 
whenever you publish something that has any positive 
news, nobody pays any attention whatsoever. So, in this 
case we have a far stronger banking system, our big com- 
panies, our corporate balance sheets are in far better 
health, we do not have as much debt as the United States 
does, we did not have that whole leveraged buyout, highly 
leveraged transaction mania that went on down there. We 
are in much better shape that way, and we should not in- 
stantly assume that just because the United States’ banking 
system is in trouble that we are instantly going to follow. 

We have a very different structure, as you know, and 
Canadians should feel kind of good about their conservative 
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approach to things, because in this case it has served them 
much better than the American kind of free-for-all behavi- 
our. I think we are going to ride out this recession in pretty 
good shape. 

Let me just finish this up. The big question is, when 
will the US pull out of this recession? Again, the Gulf war 
is a big question mark. Clearly, the sooner it pulls out of 
recession the better it is for us because we are so depen- 
dent on them for our exports. But again, that is a question I 
cannot answer, when exactly they will pull out of it. 

I wanted to mention just very briefly—one can talk 
about this for ever, but very briefly—I think one should 
remember that there are global trends that have been de- 
veloping over the last, I do not know, decade or two. I 
believe that we are going to end up with several large 
trading blocs. There is going to be the North American 
trading bloc, which is Canada, the United States and Mex- 
ico, the European trading bloc, which as we know is being 
formed as we speak, and then there is Japan and the Pa- 
cific Rim trading bloc, and then maybe one or two others 
eventually, maybe an east European trading bloc or maybe 
they will end up being part of the European bloc, I do not 
know. 

I think that the days of looking just at our own sort of 
national welfare, hiding behind tariff walls, bilateral nego- 
tiations and so on are passé. I think anyone who is for- 
ward-looking has to realize that being terrified of jobs 
moving to Mexico is probably not where one should focus. 
There are all kinds of reasons why it is probably not going 
to happen anyway in large numbers, but one has to change 
the way one thinks because we are going to end up in one 
trading bloc. There is no question about it. It will be called 
the North American trading bloc. We are already so inter- 
linked globally in every possible way. That is where the 
future is and that is where we are going. If we pretend that 
the world has not changed, we would be making a big 
mistake. I did not mean to lecture. It is just something that 
bugs me sometimes. 

Let’s turn to Ontario. 


The Chair: That does not necessarily mean we en- 
tirely agree with everything she says. 


Dr Getter: I do not expect you to. I am just giving 
you my point of view. 

Okay. The slowdown in Ontario started sooner than it 
did elsewhere. It started in 1989. The decline continued 
into 1990. The recession has really hit us hard, a lot of 
layoffs and closures. They are not all related to the free 
trade agreement. People say why and I think the answer is 
actually quite self-evident. The harder you go, the harder 
you fall when the time comes. If you look at the chart, it 
tells the whole story right here. If you look at the black 
line, that is Ontario’s growth. The other line is the rest of 
Canada. You see what has been going on through the entire 
period after the recession. 

Ontario has been growing so much faster than the rest 
of the country. Its recovery started right away after the 
recession and it took a long time for the rest of the country 
to catch up. Eventually, when things had to slow down, 
which they did, Ontario had farther to fall. Everything in 





the economy had been so overheated that when it cam 
time to cool it down, it was really a quick cool-dow 
period. A lot of it was a function of the overheated re: 
estate market, high interest rates, oversupply, affordabilit 
problems and the fear of a downturn; all contributed to 
total collapse of the market. 

We know that both residential and non-residentié 
construction is down and office vacancy rates are climt 
ing. I think the last number I got was like 15% to 20% i 
Toronto at this point, which is really very high. 

The auto sector, which is a key industry here, as w 
know, has been quite weak for quite a long time. The hig 
Canadian dollar has hurt our exports. 

We have been hit in Ontario precisely because we ar 
such a diversified economy. We have been hit on all side: 
in our manufacturing, in our construction, in our exports 
everything. You name it and we got hit. We could tal 
about the other provinces later on. I am not going to tal 
about all of them. It is in here too. 
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Now there is something that has happened, what I ca! 
the shake-out effect. I think Ontario’s business sector i 
the last few years has gone through a major shake-out as 
result of the free trade agreement, the recession and th 
GST. The bankruptcies between January and Novembei 
which are the latest numbers I have, were running abou 
70% over a year ago. The interesting part is—and that wa 
published by the government—that there were almos 
32,000 layoffs in 1990, which is the highest number sinc 
1982 and the larger proportion of layoffs is permanen 
layoffs and closures rather than temporary layoffs, whicl 
was the case in the last recession. That is really a majo 
change. In 1990 about 50% were complete layoffs and ii 
1982 it was only 22%. So there has been a real switel 
there and it shows you that there is something structura 
going on. 

What we are seeing essentially is that companies tha 
cannot compete are not making it. I am going to try to sa 
this in as positive a way as I can. I will read you what 
wrote. I said here, “Although it is painful in human terms 
this does have a positive aspect. It is unfortunate, but i 
is true, because what is happening is that inefficient an 
unprofitable firms are forced to compete or else they have 
to bail out.” 

Now if it is the law of economics and the law of th 
jungle, I do not know, but companies that could not com 
pete have fallen by the wayside. People get hurt by that 
but that is the way it works. When things are booming an 
everything is wonderful, you know, you can be a margina 
producer and you can charge high prices and not be ver 
efficient and you can still make a living. When things ar 
bad, it is the ones who are really competitive who make it anc 
that is what happened. That is exactly what has happened. 

In a way, it is good for the Ontario economy, becaus« 
after this recession you are going to be left with efficien 
and competitive producers. We have seen this happen it 
Canada before, in 1986 the oil price collapse in the west 
Do you know that at that time I think you had to have ¢ 
price of oil of $30 or something in order to be profitable 
The producers that are left in Alberta right now can be 





juite profitable at $15 a barrel and those are the only ones 
hat are left. They bought each other out, or they went out 
yf business, or they rationalized, or they became more 
-fficient or they cut back their costs or whatever, but they 
‘an now make a living at $15 a barrel. So it was a very 
lifficult time for the west and it did have very high human 
sosts, but it made for a much more efficient economy. 

_ I think that Ontario is going through a rough time, but 
here is something that will be gained from this. I hope you 
inderstand that I do not think it is wonderful. I am just 
elling you what it means. 

The outlook for Ontario: My feeling is that Ontario’s 
sconomy is essentially very healthy. Ontario’s economy is 
10t an energy-intensive economy, it is not a fish-intensive 
sconomy, it is not a Japanese-investment-based economy. 
is very diversified and I think it is essentially structurally 
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very healthy. It is not suffering from any basic structural 
Jefects at all. 

The underlying fundamentals in this province have not 
changed just because we have gone through a bad time. 
Jur location—we are lucky—vis-a-vis the rest of Canada 
ind the United States is that we have access to the largest 
markets. I think you are the one who likes to say that we 
are closer to—how do you say it about the market? 


























Dr Peters: We are closer to more larger American cities 
“han any American city, in Toronto and this area, and we 
have within a 500- or 600-mile radius a phenomenally 
sized market that is easily accessible by rail, air or truck 
communication. That 500 miles will take you virtually 
from Boston to Washington to Chicago and that will in- 
clude all the major cities in the northeastern United States. 
So Toronto and central southwestern Ontario are particu- 
larly well situated, better situated physically than almost 
any major American city that you would like to name. 


Dr Getter: If what I said before will turn out to be 
es that we are going to end up with a North American 
market, then we are in an ideal situation to take advantage 
lof those markets. So we are very fortunate in that sense. 

_ We have the majority of the population and production 
‘in this country, we have the most diversified economy, we 
jhave got everything. Our agriculture sector I believe is 
larger than any other provincial agriculture sector includ- 
‘ing Saskatchewan’s, which sounds a little funny, but that is 
true. We have mining and we have manufacturing and we 
lare the most diversified economy, which means essentially 
an environment that is a healthy one. 

| We have most of the corporate headquarters for domes- 
tic and foreign companies, we are the primary destination 
lof foreign immigrants and will continue to be because we 
already have such a large immigrant population and they 
tend to come to their families and so on. 

We have a very skilled labour force, we are the finan- 
cial and commercial centre of the nation and we have had 
phenomenally strong investment during the 1980s. I think 
people tend to underestimate what has happened here in 
the 1980s and most of that went into modernizing plants 
and equipment. Our industrial base, or productive capacity 
is extremely modern and in very good shape compared to 
other provinces and states. 
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In the auto sector, we have also been extremely fortu- 
nate. The Big Three are hurting but the Japanese and the 
transplants are doing extremely well, thank you very 
much, and some of them are right here. We are benefiting 
from that, and if they continue to do well, it means em- 
ployment for us and continued growth. We are very fortu- 
nate that we are not just dependent on the Big Three. 

We expect the Ontario economy to begin to recover at 
the end of this year, the second half of this year, and in 
1992 we expect growth of 3.2% which is quite respectable, 
and 4.4% in 1993. We expect to come out of this recession, 
as we did out of the last one, very quickly and quite 
strongly. 

The unemployment rate, we expect to drop. It should 
be 8.9% this year, 7.3% in 1992 and around less than 6% 


‘in 1993. 


We expect the housing market to continue to be weak 
this year. I think it is 58,000 units that we are forecasting. 
It will continue to be weak for the remainder of this year, 
there is no question about that, but will start to recover 
next year and the year after. The underlying demographics 
are changing but I do not see that there is going to be a 
total lack of demand for housing. I do not think that is true. 
There is still going to be an underlying demand. What we 
saw after the last recession is that there was a huge pent-up 
demand so we will see that cycle coming in again. 

I would say that our longer-range or our medium-term 
forecast for Ontario is very positive. I do not see anything 
that is structurally wrong here and there is no reason why 
we should not do very well starting the end of this year if 
all goes well elsewhere. 

Some of the issues that I thought need to be consid- 
ered, I am just going to list them. This may sound clichéish 
but I think it is true, I think competitiveness is the key to 
Ontario’s future economic health. The free trade agree- 
ment is entering its third year and more and more tariffs 
are being reduced. Canadian consumers, interestingly 
enough, precisely because of this recession, are becoming 
much more sophisticated and price conscious. They are no 
longer willing to pay prices they know to be higher than 
they should be. So they are going to demand competitive 
prices or they will shop elsewhere, and we know where. 

Now, the tax structure in Ontario: Various studies have 
been done and people say, “Well, Ontario, there’s too 
much taxes and so on.” I believe that if you take in all the 
taxes, including the health care costs and so on, Ontario 
still has a competitive tax structure but I think we need to 
keep an eye on that. I know the gap between Quebec and 
Ontario has been narrowing, but between Ontario and the 
US I think we are still okay. 

I think essentially that is all I wanted to present for- 
mally. Unless you have something to add, we can open it 
up to questions or whatever. 
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Mrs Sullivan: I have a couple of questions, one relat- 
ing to your estimates on the timing of the recovery. We 
were interested yesterday in hearing from the Ministry of 
Treasury and Economics that its view was that the recov- 
ery in Ontario following this recessionary period would be 
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slower than that which followed the 1982 period, and in 
fact slower than some of the other provinces, including the 
western provinces. Your view is that Ontario will lead the 
rest of the country during the recovery period. I would like 
your comments on that. 

The second thing is that I was quite taken with your 
remarks about the difficulty in the federal government pro- 
viding a stimulus to the economy. If you were planning 
public policy in Ontario and saw a need for stimulation of 
the economy, where would you put your dollars and how 
many dollars would you put in? 


Dr Getter: Do you want to answer it or do you want 
me to? I can do the timing one; maybe you want to take 
care of the stimulus. We will split this one, all right? 

In terms of the timing, I think you need to think about 
it in this way: The west has not gone into a recession in the 
same way Ontario has, so you do not have this drop. They 
are kind of bouncing along, maybe flattening out a bit. 
They have been going this way. Pardon me, but you can 
follow me, right? We have gone all the way down to nega- 
tive. We are the only province that has negative growth 
rate in 1990. So we have gone all the way down, and then 
when we start to pick up we will be going this way. We are 
not going to continue down there. 

The other province that has been sort of growing posi- 
tively or flat will come up a little bit. They are not going to 
start booming because they are coming from a high base 
already. There is a lag. What has been going on here will 
eventually—it is already happening—affect the provinces 
in the west. Certainly the housing markets in the west are 
weakening. We know that in British Columbia the forestry 
sector is in terrible trouble. So in the same way that On- 
tario got hit sooner, their impact will hit later. That hap- 
pened in the last recession as well. British Columbia did 
not come out of its recession until 1984. 

As I mentioned before, Ontario is so diversified. It is 
not dependent on any one thing. As soon as consumer 
confidence recovers and as soon as hopefully—again, the 
big wild card here is the gulf war. Assuming that does not 
turn into a disaster and confidence comes back, Ontario 
will start to pick up all across the board. I see that they are 
going to start growing just as rapidly as they did before, 
maybe not by 7% or 8%, and I did not say 7% or 8%; I 
said 3% or 4%, which is not astronomically fast growth 
but it is faster than the rest of the country. 


Dr Peters: If I might add to that, you are quite right 
that Ontario will not pull out of this recession as rapidly as 
it pulled out of the 1981-82 recession. If you look at this 
front chart, you will see that the growth rates in the two 
years after the recession in Ontario were 6% and over 8%. 
We are forecasting 3%, 3.2% and 4.4%, obviously much 
slower rates of growth than coming out of the 1982 reces- 
sion, but then of course the 1981-82 recession was a 
deeper recession too. So that was one. 

You were asking me where you would put the money 
and how much. It depends on how much money you have. 


Mrs Sullivan: At least $700 million. 


Dr Peters: I think in a recessionary period there 
should be room for some discretionary spending on the 


part of governments, particularly where there are particule 
things that might be built that would be very useful in th’ 
future. There was a time here when, for example, yo 
would have surplus excess supplies of building material, 
where contractors and such are not at full, where yo) 
might get better prices on buildings if you needed thos’ 
particular things. 

I think there may be some room for that in a recessio: 
although planning that sort of thing does take a long tim) 
in implementation. Usually the recognition problem is oni 
that when you recognize you are in a recession, you plan i 
spending program and by the time you are spending th 
money, it is in a boom period again. 

If you could, at this moment, build a building that wat 
already planned and was on the drawing boards and ready 
to go, you might be able to get it built for less. I think tha’ 
would be an advantage to Ontario, if they needed tha 
project, schools, university buildings or things of tha 
nature that would be needed in the future, and if you “7 
get it done during a recessionary period, it would be a 
advantage. 

How much? I do not think the Ontario government had 
a lot of room to move on that because I do not think you 
could set up a spending program quickly enough that you 
would be able to institute it before you were again moving 
out of a recession and into a boom period. You may indeed 
just exacerbate a boom instead of having it on a recession. 

The old idea was that you would have projects on i 
drawing board so that you could, in a recessionary period, 
put those spending things forth, the things that were 
needed. I do not know whether there are things on the 
drawing board here, but if there are, I would suggest that 
the Ontario Legislature could indeed move those things 
forward to be put on the books now. I think there is some 
room for that. I would not like to give you a dollar amour 
though. 

Mrs Sullivan: If there is stimulating spending done, it 
should be done now rather than in May. | 


Dr Peters: Two or three years from now, when we are 
growing at 4% or 4.5% and booming. | 

Mrs Sullivan: But I am talking about within a very, 
short period of time, in a fiscal year period. Now would be’ 
the time to put the money in rather than, say, March or, 
April or May. 

Dr Peters: As opposed to— | 

Mrs Sullivan: Of this year. 

Dr Peters: I am not thinking of that short a period. i 
am thinking of the next six or eight months. This calendar! 
year would be a better year to have spending actually 
occur, where the jobs are done, where the actual construc- 
tion is done, where the roads are paved or what have you. 
Whatever it is, it would be this calendar year, if you could. 
do it, rather than planning a project, having the architects 
draw the plans, setting it up and spending the money in. 
1994, That is always the problem with a major construc- 
tion. | 

Mr Sutherland: I just want to ask, you do seem to be 
a little more optimistic than what some other groups pave 
said about that. I wanted to maybe tie a couple of areas in, 
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one about interest rates. You said we have an easing of 
nonetary policy and our interest rates are coming down. 
We certainly have been hearing that they are coming 
down, but there is the question of closing the gap between 
Jur interest rates and American interest rates, if we are 
xoing to have some, I guess, maybe true easing of mone- 
ary policy. I do not think I caught you touching on that. 


| Dr Getter: I alluded to it, but not directly. 


' Mr Sutherland: Okay. Whether you see the gap 
closing. 
- Dr Getter: This is one of Dr Peters’s favourite topics, 
as you may know, so I will leave it to him. 
Dr Peters: We have seen some narrowing in that gap 
in short-term interest rates from about 5.5 percentage 
points down to about 4.5 percentage points recently. I 
would suggest that we would see a narrowing of that gap 
throughout the year, but not down to zero, which would 
be, in my view, where it should be. In other words, the 
government of Canada should be borrowing on Treasury 
pil rates at about the same level as the US government on 
90 days, unless you expect exchange rates to change. That 
would be a target. 
| The movement down in longer-term rates is a little 
more difficult. We usually have a difference between Can- 
‘ada and US long-term bond rates of about 90 to 100 basis 
points, one percentage point. That has been up over two 
percentage points recently. It is down a little bit from about 
2.4 to about two percentage points. I am a little less san- 
guine about that falling back to one percentage point. 
There are some difficulties there. 
TI would think, though, that as our inflation rate be- 
comes a little better, as we sort of get over this GST worry 
in the early part of this year, as Canada’s inflation rate 
improves, the US inflation rate, if not running at much 
different that ours, will be lower than ours for the next 
while because of the GST. So Canada gets back to a lower 
inflation rate. I would think that even that long-term bond 
rate would narrow a little bit, maybe not down to 1%, but 
‘maybe down to 1.5% or 1.75% or something like that. 
1050 

Mr Sutherland: If I may, one other question: You 
‘also mentioned when you were talking about the layoffs 
how a larger proportion of them were permanent closings 
‘than in the 1982 one. You are forecasting that we are not 
igoing to go as quickly as that, but I am still wondering, 
with all those closings, whether we are in as good a posi- 
‘tion as last time to have a complete recovery, obviously 
jnot as quick, but are we still in a position to have as good a 
recovery given the fact that the Ontario economy seems to 
be in at least a transition phase due to free trade and maybe 
some other things? Have we set the infrastructure and re- 
sources properly to take advantage of that? Taking that one 
step farther, do you have any recommendations as to how 
the government can help Ontario business take further ad- 
vantage of research and development and things of that 
nature? 

Dr Getter: I have been tracking layoffs, and actually I 
do not think we have seen the worst of it because many of 
the layoffs that were announced last year are not going to 












































take effect until early this year. So we are going to start 
seeing these numbers climbing a lot this year. We are not 
finished yet. 

I am glad you asked the question because it is some- 
thing I wanted to mention and I did not. There is one thing 
that is very different in this recession than the last one, in 
the manufacturing sector particularly, and that is what has 
been going on with inventories. When we went into the 
last recession, we had very high inventories. When we 
came out of that recession, we had a year and one half 
worth of inventories to sell off before we could start 
production. 

If you have cars sitting in a huge lot and you have to 
sell all those thousands of cars, you are not going to open 
up your car production plants until you have sold them. 
What business has done this time, and this is a structural 
change, is it has kept inventory levels extremely low. You 
have heard of this just-in-time inventory. They literally 
have two hours worth of inventory or some such thing. 
The trucks are coming in and it goes right on the assembly 
line or whatever. 

I believe that is going to make a big difference in the 
way the recovery takes place. The minute we get a feeling 
that consumer confidence is returning and business confi- 
dence is returning, plants are going to open up and you are 
going to get people back into employment much quicker 
than you did last time. I think that is the key. 

One of the reasons we have had these closures and 
layoffs and employment has really dropped very quickly is 
because businesses are managing their people the same 
way they are managing their inventories. They are keeping 
their people inventory as low as possible. In the last reces- 
sion, no one had an idea how bad things were going to get, 
so the last thing you did was to fire the employees who 
had worked for you for 40 years. This time you fired the 
guy who worked for you for 40 years and you certainly got 
tid of the guy who just got on three months ago. 

Business has learned a very important lesson from the 
last recession and I think this is going to have a big impact 
on the way we come out of this one. We became leaner 
and meaner, I am sorry to say, but in a way that means that 
we are going to come out of this sort of running rather than 
sort of crawling. So I hope this answered part of your 
question. 

Mr Sutherland: The other part was in terms of allow- 
ing us to recover. If things are leaner and meaner and that 
is good in terms of the quickness of recovery, there are still 
a lot of unemployed people out there. In terms of helping 
either current businesses expand and new businesses de- 
velop, from the public policy standpoint, maybe some sug- 
gestions as to what the government could be doing in 
research and development and other areas. 


Dr Peters: Research and development are always a 
plus in an economy, but what we have done over the 
past little while is make a major investment in business 
machinery and equipment, and the business investment 
boom of the last little while left Ontario with very modern 
plant and that has—now that does not help the business 
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that goes under in the small area where there is little mo- 
bility. 

I would have thought that one of the things the govern- 
ment might do is to help labour mobility through training 
programs, to improve the training programs, to improve 
the skills of the people who have been laid off so that they 
can move and are able to move into the newer jobs, where 
the jobs are, and to encourage that kind of a movement. 
That, I think, would be much more effective in the short 
term. Research and development, of course, has payoffs 
but only very long-term payoffs. I would not downgrade 
those, but I think in the short term labour mobility, labour 
training and skills development are some key items. 


Mr Christopherson: Dr Getter, you mentioned that 
you are still confident that in the third quarter we will 
begin to pull out of the recession, albeit more slowly than 
out of the last recession in the early 1980s. Some people 
are less optimistic and are more pessimistic that indeed it 
will maintain a negative position all the way through the 
year, and that we will not really start to pull out until the 
first quarter of 1992. Two questions: One is, could you just 
briefly indicate why you are still confident that it is the 
third quarter when we are going to pull out. The other 
question would be, what indicators will you be looking at 
in the second and third quarters of this year to determine 
whether or not that outlook is still going to happen? 


Dr Getter: First of all, I am always being lambasted 
because I am too pessimistic. The Ontario government has 
been giving me a very hard time because I came out with a 
negative number for 1990 and now presumably I am being 
lambasted for being too optimistic, so you cannot win 
around here. 


Mr Christopherson: Certainly do not read lambast- 
ing into my question to be. It was the farthest thing from 
my mind. 


Dr Getter: The other thing I would like to take excep- 
tion to is that you said I am confident we are going to 
come out of it in the third quarter. I am not confident of 
anything. I do not know how tomorrow is going to be. I 
am sort of suspending my judgement about what is going 
to happen in the Middle East. As I said, the end of the 
world could come tomorrow. 

But assuming that nothing too terrible happens, the 
reason I think we are going to come out of it in the third 
quarter and the reason I am more optimistic now than | 
was, Say, a month ago is the GST impact. The GST impact 
is far less than everyone feared and I really believe that is 
going to make a big difference. Everyone worried that the 
GST would cause inflation to go up, that consumers would 
pull back, that the Bank of Canada would raise interest 
rates, that this would contract the economy some more and 
it would go into a spiral and then we would not get out of 
this. 

I am saying that we were prepared for the worst. The 
recession is so bad that the GST is not having that kind of 
impact. Consumers are going to learn to handle it, and by 
the middle of this year the GST will be part of life, just 
like all other taxes are, and the inflationary impact will be 
gone, so we will not have the monetary policy response. 


By the end of the second quarter, we will have been i 
a recession for five quarters. That is a long time. By the 
time consumers have had a chance to kind of stop being S: 
afraid. It does not seem to me that things are going ti 
continue to escalate in a negative direction; in other words 
the decline is not going to continue to accelerate. 

We are not saying that we are dropping faster ani 
faster. As a matter of fact, the housing numbers that cami 
out yesterday were much higher than even the CMHC hay 
expected, for the last quarter, the last three months of thi 
year. I do not see anything other than the war, again, un 
foreseen things, to paint a doomsday scenario. I really 
think that after five quarters of recession, with inventorie: 
being down to about zero, with consumers sort of finally 
having faced reality and said, “Okay, no need to panic,’ 
we will start coming out of it. I really do believe that. 
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Dr Peters: If I might add one further factor, the one 
further factor is the central bank. It seems to have recog! 
nized that there is a recession. I even heard one reportei 
say the governor mentioned the word “recession” just lasi 
Thursday, I think, for the first time, and the central bank 
has had some recognition—interest rates are falling. If you 
want to know what I am going to be looking at in June anc 
July for a recovery, I am going to be looking at how low 
interest rates have dropped. If we have interest rates down 
substantially, clearly the mortgage rates are off substan- 
tially and that is going to be a plus for housing, that makes 
housing much more affordable, it makes consumer dura- 
bles more affordable. That is going to be the one factor , 
look at. 


Mr Sutherland: And the gap related to interest rates 
or no? 


Dr Getter: It also depends on the dollar. 


Dr Peters: The gap will tell us about the dollar. The 
Canadian dollar will also be a key factor. 


Dr Getter: One of the things I do is look at numbers 
all the time. I have what I call my daily update sheet and I 
literally put in the numbers as they come in. The key thing 
I always look at is employment, because that is our earliest 
and most accurate indicator of what is going on. There is 
another indicator I love, which is the help wanted index, 
which also comes out very early, and it is a terrific leading 
indicator. You could see what was happening in this econ- 
omy three months ahead by looking at the help wanted 
index. It tells you how many help wanted ads there are in 
newspapers. It was sliding down, and if you followed em- 
ployment, it went right with it. That is one thing. | 

Manufacturing shipments, auto sales and housing are 
the key ones I tend to look at. Housing is going to recover 
more slowly, but I can see where auto sales would be one 
of the earlier ones to pick up, because I think consumers. 
especially were very spooked by the GST; they did not 
know what to do. That will be one of the first ones to 
recover, and that is what I would keep my eye on. 

But essentially I look at everything as it comes out, and 
usually you see a consistent story. When the signs turn 
either all negative or all positive, you know there is some- 
thing going on. 











The Chair: Given that our next presenter is here, | 
will allow two very quick questions, one from Mr Phillips 
and one from Mr Jamison. 
: 


Mr Phillips: Your judgement is that in the manufac- 
turing sector there is a kind of sorting out going on. By the 
( you are far more optimistic. I feel a lot better now 
than I did an hour ago. 


Dr Getter: I may be totally wrong, you understand. 


Mr Phillips: Some of us have the perception that 
there is a sorting out going on. Some, as you Say, are going 
out of business, but others are moving out of the province 
and therefore when we tramp the accelerator in six months 
we may be tramping plants that are not located here. That 
‘would be my first part, whether that is an exaggerated 
thing or not. 

The second one is that you mentioned you are not too 
concerned about debt. I gather you include government, 
personal and corporate debt. Is there any advice you have 
for us in terms of the Ontario deficit and debt, whether that 
is something we should be thinking about or whether in 
financial terms we should not worry too much about it? 

__ The third one: The renowned Dr Peters often is quoted 
‘on the value of the Canadian dollar. What do you feel we 
should be thinking about as a realistic Canadian dollar 
vis-a-vis the US and, as we head towards that, what is the 
fallout? There are lots of benefits to a lower Canadian 
dollar in terms of exports-imports, but what are the fallouts 
we might see? 

Dr Getter: I can answer the first two and you can 
answer the dollar. 

_ In terms of the plants moving out, I have been follow- 
ing in the newspapers closures, day by day and month by 
month, and it is kind of depressing. I have tried to sort out 
the causes of why they close and where they are going, if 
‘they are going anywhere, and I would say it is exagger- 
vated. There is this idea that there is a wholesale closing 
‘down of plants and they are all going down to the States 
and that is the end of it. I would say it is a very small 
proportion. Many of the plants that are closing are moving 
‘their operations elsewhere, either within Ontario or to 
‘another province; that happens in some cases. But many of 
\them just close. They do not necessarily move to the States 
‘or anywhere else. 

Most of them are not closures in general, they are 
‘mostly just—what do they call it?—reductions in work- 
‘force. They have these euphemisms for things like that. 
But I think there is in the press an exaggeration of the 
number of plants that are fleeing the province. I think there 
lis more of what they call a rationalization going on. You 
could have, let’s say, three companies producing the same 
thing and you now have two producing the same thing. 
Yes, there are some people who no longer have jobs, but 
the production is still taking place and the productive ca- 
pacity is there. 

The second question was debt. I would not say I am 
not worried about debt. What I said was that relative to 
what is going on in the United States, Canada is in much 
better shape. I do not know if we want to go into a long 
discussion about that. 
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The Chair: We really do not have that much time. 


Dr Peters: One or two words, then, on that. As a 
banker, I would think you would always be worried about 
debt and always concerned about it. That will keep your 
banker much happier. 


Dr Getter: Assuming they want to keep their banker 
happy. I think you had a question about the Canadian dol- 
lar and where it should be. 


Dr Peters: The Canadian dollar I felt is too high. As 
Ruth said, it may not be the plant closures that matter; 
there have been maybe some missed opportunities because 
of the high Canadian dollar, and that has been a problem. I 
would think the Canadian dollar should be at 80 cents, 82 
cents; anywhere around that level is a sustainable level. 
Most manufacturers, if you ask them, I think would agree 
that that is a reasonable level, that they can compete much 
more effectively in the United States market at that level 
than they can at the 86-cent, 87-cent level. 


Mr Jamison: My question is about the effect on manu- 
facturers of the high value of our dollar. I guess the ques- 
tion I could ask from that is what you see 
happening—obviously, you follow the lead of the Bank of 
Canada in many cases—with the Canadian dollar and its 
value on the international monetary market in the next year 
or so, taking into account that you have said very clearly 
that you expect recovery to begin after the second quarter. 
What do you see happening with the dollar and its value? | 
ask that question particularly because many of the small, 
medium and large manufacturers I have been talking with 
have expressed very clearly that the value of the dollar is 
crucial to their ability to do business offshore. 


Dr Peters: I agree with you that that is a crucial num- 
ber and that we have had a great deal of difficulty in some 
of our manufacturing industries in competing, with a dollar 
at 86 cents or 87 cents. If our forecast of interest rates is 
correct, that interest rates decline and that we get a narrow- 
ing spread between Canada and US rates, some easing in 
the Canadian dollar—we have already seen a little of 
that—you would see the Canadian dollar somewhat lower 
than it is by year-end. That is a forecast, and it is very 
difficult to put foreign exchange rates into a forecast. | am 
loathe to give you an exact number simply because the 
events in the war, Canada regarded as a safe haven if the 
war heats up, could move the Canadian dollar upwards 
very quickly, or a settlement could move it down. A lower 
price of oil—we are regarded as a petrocurrency, so we 
could move. 

Forecasting movements of the dollar in a fairly narrow 
range is very difficult. I would think we will probably get 
down by maybe two or three cents by year-end, but that is 
on a trend, and you can have those size of movements ina 
day. So I hasten to say please do not quote me. Forecasting 
foreign exchange rates is very difficult and fraught with 
danger and all sorts of possibilities. The tendency would 
be, in putting that forecast together, of interest rates and 
exchange rates narrowing, there would be a lower ex- 
change rate. That is the trend. 

The Chair: I would like to thank you for heeding our 
invitation and coming and speaking to us and taking time 
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out of your day. I think as a committee we have a better 
perspective on where this economy is going. Any other 
information you could pass along to this committee that 
would help us in our decision-making process would be 
greatly appreciated. 
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REGIONAL MUNICIPALITY 
OF HAMILTON-WENTWORTH 
The Chair: As we are running a little behind, I think 
we could move on to the next presentation. Mr Agostino, if 
you would like to begin. 


Mr Agostino: First, I want to thank the committee for 
giving me the opportunity to be here today to present some 
points of view and some inputs as to possible initiatives in 
the upcoming provincial budget. I think this initiative by 
the province to hold these hearings is to be commended. It 
is an approach that we at the municipal level certainly 
appreciate, and we are hoping our input will have some 
role in the setting of the budget for Ontario for the upcoming 
year. 

The focus of my presentation will be primarily in the 
area of financing of municipal government by the province 
and primarily as it relates to what I think is the area of 
biggest concern, the social services aspect and the spiral- 
ling costs of the municipalities of this province providing 
full services on a cost-sharing basis that we clearly feel is 
inadequate. The view I will talk about today is going to 
focus somewhat on Hamilton-Wentworth, which is the sit- 
uation I am most familiar with, of course, as chairman of 
the health and social services committee. However, our 
views are not limited to Hamilton. I think the problem is 
province-wide. It is not unique. The percentage of in- 
creases in social services and welfare rates may vary from 
municipality to municipality, but clearly it is a problem 
right across Ontario. 

I know this committee will give us a sympathetic ear, 
and with the former chairman of our committee, our MPP, 
David Christopherson, a former colleague on council, and 
others on this committee, we will hopefully get something 
through and get some input into the decision. 

I want to give something of a statistical overview of 
our situation in Hamilton-Wentworth. I am basically here 
to ask that the province first consider providing emergency 
funding for the general welfare assistance deficit across 
our region and, I would assume, across Ontario; second, 
that the recommendations made by the Social Assistance 
Review Committee and the Provincial-Municipal Social 
Services Review Committee report following that of 100% 
funding by the provincial government for general welfare 
assistance and social services rates in Ontario be imple- 
mented as quickly as possible. 

I realize that Premier Rae has said a number of times 
that this government does not deal in crisis management, 
does not deal in emergency type of management. How- 
ever, I think we also have to understand that the municipal- 
ities across this province have very limited resources, very 
limited methods of collecting revenue, primarily the prop- 
erty tax base, which I think we all agree is a regressive, 
archaic and unfair way of collecting taxes, and it is putting 


an unbelievable strain on our taxpayers, who are getting hit 
on all sides. 

The province, of course, has many more resources. 1 
think in tough economic times we need a large infusion of, 
social services dollars. We need funding to be enhanced 
tremendously, particularly in the area of support and coun- 
selling for clients, and obviously to pay the rates that 
municipalities are mandated to do. 

In 1990, Hamilton-Wentworth reached its highest total 
of general welfare assistance rates in its history. The high- 
est before this was at the height of the recession in 1982, 
when it was 9,350. Unfortunately, i in December of last year 
our rates hit 9,845, which is the highest this region has 
ever accumulated. This may seem small compared to Met-, 
ropolitan Toronto, but obviously our population, our tax. 
base and everything else is much smaller, and it is quite 
significant. It is a 63% increase from the previous year in, 
our particular region. So we have exceeded our rate and I 
think this recession is only commencing. 

We have increased staff by 17 people in our own de- 
partment to try to deal with the case load, but we still have. 
workers carrying cases of 130 to 140 and up, which makes. 
it totally inadequate to address the problems the clients are. 
facing. All we are doing is really processing cheques and 
ensuring people get their cheques on time. It does not 
allow for anything else. That is an unreasonable expecta-_ 
tion. | 
In 1991, unfortunately the situation does not look any. 
better. We are projecting approximately 11,000 cases per) 
month in our region, which would mean an additional $7. 
million of regional net dollars. This is, of course, only 20% 
of the total cost, but the additional $7 million would be 
added to the approximately $10 million the region now 
pays out of its tax base for general welfare assistance. It is 
almost 10% of our total budget, and it is just unmanageable. — 

These projections for this year of the $17 million in my | 
view may be conservative, based on the economic down- 
turn. We could face a plant shutdown and we could face. 
layoffs which would totally throw this figure right out the 
window. As it now stands, taxpayers in our region are | 
going to face a 4% to 5% increase at the regional level 
solely due to the dollars our region must pay for welfare. 
assistance. 

A number of initiatives in my view should be taken by 
the province to address this. First, I think the two-tier sys- 
tem now in place must be looked at. Social services in- 
Ontario are delivered under a two-tier system. The FBA — 
and GWA acts must be combined and rewritten to recog- | 
nize equality and equity for all clients. A single-tier system 
funded at the provincial level but administered at the mu- 
nicipal level would be preferred. 

The rationale is as follows: Municipalities have direct 
political and financial accountability to the local commu- 
nity. We believe that we can recognize the local needs | 
quickly and respond to emergency situations we have during 
this economic downturn. Many enhancements, especially — 
in special assistance, have been driven over the years by 
municipal governments and we are really a catalyst for | 
input into future planning at the local level. The province, 
of course, has greater access to financial resources to fund 
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these universal programs and can look at the broader needs 
of the population and co-ordinate with the municipalities. 

Another issue that must be addressed in the budget is 
the cost-sharing, which I have briefly talked about. Munic- 
ipalities are the managers of the current delivery system. 
The management process is impeded by limitations to the 
inadequate funding for administration costs and limitations 
to staff resources. To be responsive to clients, current staff- 
ing levels and cost-sharing must be reviewed. PMSSR 
must be addressed and must be done immediately. 

Increasing case loads have placed programs, especially 
discretionary programs, at risk. The provincial government 
must take steps to ensure that programs such as employ- 
ment services, special income and child care are not aban- 
doned to keep costs down because of case load. 

In our particular situation, the cost and the increases 
are due to three factors, primarily general economic down- 
turn in our community. The number of residents, as I have 
said, is at a record level. We face a deficit of $2.5 million 
in 1990 on top of what we had budgeted. That is all com- 
ing out of local tax dollars again. We had the Stelco 
strike— 

_ The Chair: Could I interject with a question at this 
point? To what extent did your case loads decline after the 
1981 recession? For example, you say you went to 9,845 
cases. After the recovery began, did that decline signifi- 
cantly or did it remain significantly high? 
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Mr Agostino: It declined over a period of time. We 
had projected for this year, for example, an average of 
cases of about 6,800. It went up to 9,000 and something. It 
had declined significantly. The community got back on its 
feet, people were working and it then started up again 
early last year, of course, and the trend just continued. To 
| reflect that, also our case loads: When we hire people to 
teduce the case load, we normally go through a period of 
attrition and we do not simply keep people on when the 
numbers go down. People are hired on a contract basis so 
that we do not overstaff, but we want to keep a case load to 
about 100 cases per worker, which is absolutely impossible at 
‘this point. 

_ The general economic downturn, of course, we are fac- 
ing across Ontario. The changes in unemployment insur- 
ance legislation and the passage of Bill C-21, with longer 
‘qualifying periods, reduced weeks of benefits and ex- 
‘panded quit-fire disqualification periods, are resulting in 
additional residents requiring and being eligible for assis- 
tance. This change in the legislation will cost our munici- 
pality $2.1 million for 1991. 

The third aspect, which is one that is not as often rec- 
ognized, is the whole issue of rationalization of UI pay- 
ments with social assistance. We have a system with the 
Workers’ Compensation Board that works quite well. 
While a client is waiting for assistance from WCB, the 
region pays full service rates to the client. Then once the 
client receives the money, the back pay from WCB, it 
deducts that amount from his cheque and forwards it to the 
municipality. This type of arrangement with UIC has not 
been able to happen. They do not want to deal with us on 











this. They do not want to address this issue. They say it is 
too complicated, it is much too difficult. I realize the fed- 
eral government finds things much more complicated than 
the rest of us, but unfortunately this is a serious issue. 

Again, the impact of this change across Ontario is 
clearly in the hundreds of millions of dollars. This would 
be dollars that this province and our municipality could 
clearly save if UIC were to implement a system similar to 
what the Workers’ Compensation Board has, where the 
back pay that is given to an individual is then deducted 
appropriately to compensate for the money he received 
through social services. A client does not receive any less 
money under this system and the municipality is reim- 
bursed, of course, which allows a saving for the municipal- 
ity and the province. This one particular change would 
save the province and simply the municipality of Hamilton- 
Wentworth in excess of $1.9 million. We have had no 
success whatsoever, but it has added to our total cost. 

Another issue that we feel must be addressed is the 
issue of special assistance. Currently, items for special as- 
sistance in the municipalities are cost-shared at 50-50 for 
welfare and low-income clients, while items with supple- 
mentary assistance are cost-shared at 80-20. Both pro- 
grams burn the local taxpayer. The present structure also is 
discriminatory, as access differs from municipality to 
municipality. Therefore, in the municipality that is willing 
to carry out that program of special assistance, the people 
in that area, clients, will get this type of service. Areas that 
do not carry out these programs are left out. We believe 
that special assistance programs should be made manda- 
tory across Ontario and should be, of course, funded fully 
by the provincial government, as they fit and qualify under 
what I think are provincial responsibilities. 

Another area of concern is the funding for emergency 
shelter and assistance. I am just going through the high- 
lights of the brief. You can read it, of course. | am not 
going to go in detail through the whole brief. The munici- 
pality welcomes the Ministry of Community and Social 
Services announcement of $1 million to ease the pressure 
on food banks. However, given the present economic con- 
ditions these dollars are simply a drop in the bucket and do 
not in any way, shape or form adequately address the need. 
I will give you one small example. 

There is a food bank in Hamilton that MPP 
Christopherson is aware of, which is Neighbour to Neigh- 
bour on the Mountain. In 1986, when this organization 
started, it used to deal with an average of 30 families per 
week. Today it deals with over 2,300 families per week. 
This is one small organization serving an area of the city 
that most people would think is a fairly well-off area. That 
is one of the many food banks we have in a crisis situation 
in the region. We need the financial assistance to deal with 
this. Many of the food banks are depending on day-to-day 
fundraising drives, food drives, and again in tough eco- 
nomic times people are going to cut back. If you used to 
give $5 to an agency or five cans of food, you are now 
going to give one, simply because your own situation is 
much more difficult. So this I think is imperative, for the 
provincial government to address this more adequately in 


F-38 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 





the budget and to ensure that the food banks are funded 
adequately to deal with the current crisis that we are facing. 

In 1981, the ministry replaced the emergency shelter 
assistance program with a community support day pro- 
gram. Hamilton-Wentworth will receive $75,000 from this 
program in 1991. Under the new initiatives, our region 
expects to receive an additional $40,000 from the ministry. 
However, the current requests from agencies in our com- 
munity exceed $360,000 for this need. 

We are also hoping that this budget in the area of social 
services will recognize and address the various ministry 
responsibilities that go beyond social services. Social ser- 
vices over the years have evolved into a mixed bag of 
programs which have been conveniently placed within the 
municipal jurisdiction to local tax dollars’ access; for ex- 
ample, the Ministry of Health. We feel that drugs, dental, 
eyeglasses and assistive devices are health issues and 
should be rightly funded by the Ministry of Health at 
100%. Currently, over $513,000, net, will be paid by our 
region for such services in 1991. 

The second area: We are hoping for some co-ordina- 
tion within the ministries of Colleges and Universities, 
Labour, Skills Development and Community and Social 
Services. The four ministries are all involved in training 
and education programs for social assistance recipients. 
There is a definite need for co-ordination within the pro- 
vincial government and liaison with the federal govern- 
ment to allow easier access to streamlined programs at all 
levels. 

The Ministry of Colleges and Universities should rec- 
ognize the basic needs of students and not expect munici- 
palities to top up inadequate student awards. In addition, 
this covenant should offer adequate training allowances 
through provincial programs which would encourage peo- 
ple to retrain themselves to meet the needs of a changing 
economy. An immediate step, in our view, would be to 
clarify eligibility criteria for persons in receipt of OSAP 
pending a long-term solution by the Ministry of Colleges 
and Universities assuming responsibility for the basic 
needs of students, including low-income individuals. 

Another area of concern we are hoping, again, that the 
budget will address is services for seniors. Our seniors 
population continues to grow and is expected to continue 
to expand, as it does, right across this province. 

Institutional and home support services are changing. 
Issues specific to Hamilton-Wentworth which must be ad- 
dressed are of course indicative throughout the province. 

First of all is the capital renovations program. The 
Ministry of Community and Social Services advised that 
no additional funds are available until 1994 for Hamilton- 
Wentworth to finish renovations to Macassa Lodge and 
Wentworth Lodge. We now have one renovated wing and 
one new wing in each facility and we cannot finish the rest 
of the building. We then have a double standard of care, a 
double standard of accommodation and services for clients 
in the same facility. We were given full assurances by the 
ministry over the past two years that these programs would 
be fully funded. We have budgeted our share of the 50% 
for this, however the program is on hold and in absolute 
jeopardy unless the Ministry of Community and Social 





Services again addresses this issue and reinstates the fund 
ing to finish these projects. | 

The program’s overall cost is $35 million. Again, if j 
is a three- or four-year delay, you can see what will happei, 
to that number. It will skyrocket and therefore it will maki 
it difficult at that point for the municipality to be able ti 
afford it, even if the province came through with the ful 
amount of money. So we are hoping that this will be rein 
stated. 


Level of care funding: A cap on municipal homes fo 
the aged—in our situation again, Macassa Lodge—ex 
tended care per diems and funding restrictions for the char 
itable homes for the aged, including St Joseph’s Villa, is 
threatening the number of extended-care-level beds avail; 
able for the elderly in our community. Interim operating 
dollars for all approved extended care residences is needec 
until long-term-care reform is implemented and resolvec 
across Ontario. 

Another area I know that this government has spoker 
on and hopefully will address and will recognize the neec 
for is in the area of emergency shelter funding and for 
victims of family violence. We have situations in Hamil- 
ton, as we do across Ontario, where many of our facilities 
for victims of family violence—women who have been 
abused, have had to leave their home situation—are over- 
crowded. I particularly visited one home about two months 
ago that was licensed for 19 and had 32 people. In this 
particular home there were mattresses on the floor, sleep- 
ing-bag type of facilities, services that obviously were 
needed. The organization does a tremendous job of filling 
that need, but the reality is that there are not enough beds. 

Additional to that, what many of the agencies are say- 
ing is clear to us: “Look, the answer is not simply adding 
another 200 beds to the Hamilton-Wentworth region, be- 
Cause adding short-term, emergency beds for victims of, 
family violence without the support services, the counsel- 
ling, the availability of help for those individuals outside: 
of simply providing a bed is only going to force the 
woman, the children to go back into a situation that they 
had escaped from in the first place and make, obviously, a. 
situation much worse than it was when they left it.” | 

They have now taken that bold step. You can imagine. 
the courage and determination it takes for a woman, after. 
years and years, finally to leave that abusive situation. 
Then she is told after three months: “There is nothing there 
for you in the community. There is very little in counsel- 
ling. There is very little in support services.” The choices. 
you really have are few in between, and in most cases they 
end up going back to those abusive situations. So the issue | 
of beds must be addressed clearly and co-ordinated with 
Support services in the community. 
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Right now in our community it takes three to six. 
months to get women into counselling programs. That is 
inadequate. That is unacceptable. I think it is one of the 
worst tragedies our community can face when you have 
either to turn women away from shelters or to turn them. 
back to that abusive situation after their Stay at the shelter 
has expired. We are hoping that there is going to be some 
Serious discussion on this and a large amount of dollars 
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hat come to municipalities across Ontario to deal with 
smergency shelters and victims of family violence. 

We have also identified another area of concern, partic- 
ularly with young people living in the streets in Hamilton. 
An extensive community process has identified the need 
‘or a 24-hour dropin youth clinic, transitional and perma- 
1ent housing and residential treatment for substance abuse. 
A proposal for these services has come forward and the 
1eed for provincial funding in this is essential. 

It is hard to believe that in a region of this size, our first 
24-hour, hassle-free type of no-questions-asked dropin 
sentre for people to walk in off the street, stay as long as 
hey like, literally with no rules—the hard-core individuals 
who do not fit into the rest of the shelters—first opened up 
ibout a month ago. It was primarily through regional fund- 
ng. A request has been made by the province. My under- 
standing is the province is looking very favourably to 
approving that, but that is only a short-term measure. The 
yudget only covers three to four months. We need this 
year-round, particularly in the winter months, of course. 
These are much more serious problems. 

Day care in Hamilton-Wentworth: The number of cost- 
shared—by the province—subsidized spaces for day care 
is frozen at 1442 for centre-based and 234 for private day 
care. Although meeting the present needs, more spaces 
will be required in 1991. Waiting lists do exist for private 
home day care, and providers are difficult to find due to 
low wage levels paid. In order to address needs like ours, 
the following province-wide initiatives can be considered. 
Increase funding to municipalities for the provision of 
licensed child care programs. These program serve a dual 
purpose. Children are cared for in a creative environment 
that respects and fosters their developmental needs. Par- 
ents are assured of quality, stable arrangements. Funds 
should be made available to support municipal efforts in 
the expansion of licensed child care programs. 

I ask the province to look at expanded provision of 
in-school child care programs in co-operation with the 
Ministry of Education. We are also asking to extend the 
payment of child care and transportation costs to those 
participating in academic upgrading or training/employ- 
ment-related activities. 

Mr Chairman, as I stated earlier, our situation in 
Hamilton-Wentworth is not unique. It is common across 
Ontario. We face the third-highest level of general welfare 
assistance rates in the province. As chairman of the health 
and social services committee, I am literally having to 
Stand up every two or three weeks at regional council and 
defend expenditures over our budget, defend deficits that 
we as a committee and as a council are facing. The prob- 
lem here is not the victim, of course. The problem is not 
the individual receiving assistance. The vast majority of 
recipients are people who are in situations beyond their 
control. They are in situations that they are forced into. If 
they had a choice, again the vast majority would rather not 
be in that situation where they are relying on welfare and 
social services. 

People are hurting in our community and we are not 
going to turn our backs on them. However, the region 
cannot afford to pay what has clearly been recognized as a 
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provincial responsibility. I think all parties in the House 
praised the recommendations of the Social Assistance 
Review Committee report, and then the follow-up Provin- 
cial-Municipal Social Services Review Committee report, 
including 100% funding of general welfare assistance pro- 
grams in the municipalities. This was recognized, in our 
view, as the most imperative and the most important 
change the province can make to municipal funding in 
Ontario in the upcoming budget. 

I urge this committee to consider, as | stated earlier, 
that emergency financial assistance to municipalities be 
given in 1991 to cover the increases above the 1990 
rates—in our particular case, this would be $7 million, 
which is almost a 70% increase—and second, the imple- 
mentation of the recommendations of 100% funding of 
course for GWA. 


If action does not occur very soon, we believe many 
municipalities, including ours, are going to face financial 
disaster. We are going to have to make decisions. This 
program is mandatory. We are going to continue to provide 
it, but it will be at the expense of many other essential 
municipal programs—roads, sewers, transportation— 
which in my view are very important. However, we do not 
have the capability, and most municipalities in this prov- 
ince do not have the capability, to handle this continuous 
growth in what is clearly a provincial responsibility and a 
program that the province of Ontario should be paying at 
100%. 

I am urging this committee to recommend to the gov- 
ernment that these issues be addressed, and addressed seri- 
ously, in the 1991 budget. I realize your situation is 
difficult. I realize cutbacks in the federal funding on the 
various programs are going to hurt the province of On- 
tario, and I think that is another fight for us to take to that 
level, but at the same time, the municipalities across On- 
tario need the help of this government, and need it now, or 
we are going to be facing financial ruin in the next year or 
two due to this particular problem. 


Mrs Sullivan: I want to thank you for coming before 
the committee and putting a human face on change in the 
economic situation. You have emphasized the situation in 
Hamilton-Wentworth, and we have certainly heard reports 
from Metro Toronto that its case loads are increasing by 
about 80%. I am interested that yours are at about 66%. In 
my own region they are increasing about 69%. 

You have addressed many of the areas relating to inte- 
grated delivery. In your view, is the move to the next phase 
of implementation of the SARC report the number one 
priority, or is emergency funding the number one priority? 


Mr Agostino: Realizing the impact on the provincial 
budget and the provincial coffers that it will have, | believe 
that getting emergency funding to cover the situation in 
1991 has to be a number one priority, but quickly followed 
by the implementation and maybe a staging of 100% fund- 
ing of GWA programs. I realize it is a big-ticket item for 
the province of Ontario as well, and I realize, for example, 
if you implemented 100% funding, it would mean $17 
million for Hamilton-Wentworth in 1991. I am realistic 
enough to know that that probably will not happen, but | 
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believe that the other phase of the emergency funding 
would mean $7 million for Hamilton-Wentworth. 

We are reasonable. We understand that there is not an 
endless wealth and supply of money here in the province, 
but we are hoping that one step is immediate and the sec- 
ond one is phased in very quickly following that. 


Mr Sutherland: My question deals with just an over- 
all general view and outlook. You note in your first page 
about how communities are more accountable and able to 
quickly respond. It would seem to me there is a tendency 
that provincial programs, and maybe it is just a perception 
with provincial programs, are not as quick to respond. If 
you go to the 100% provincial funding on these areas, do 
you feel that there will be any losses to responding to local 
needs? 

Is it possible you will get into a situation where overall 
in one year welfare cases are up 20% but maybe your 
specific area is up 50%, 55% and because it is provincially 
administered, your area may get left out in the cold, or 
another area may get left out in the cold? It just seems like 
a very delicate relationship between who is paying 100% 
funding and who has control of the decision-making of 
where those funds go. I was wondering if you could 
address that. 


Mr Agostino: Certainly. The 100% funding, as I un- 
derstand the recommendations that have come forward and 
the direction we would like to see it in, is of course that it 
be locally administered. It makes a great deal of sense. I 
believe it is much more efficient and we are able to 
respond. By “respond,” I mean shift programs. For exam- 
ple, we had a huge increase in numbers so we had a youth 
team that we quickly disbanded. We had other special pro- 
grams we quickly disbanded and put those case workers to 
simply the general welfare assistance cases. So those type 
of changes at the municipal level we are going to make 
very quickly. 
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What we are hoping for is that there is a system in 
place in which we are going to be fully accountable, of 
course, about how we spend that money, but in which 
there are parameters set by the province for eligibility and 
those parameters are to be followed, but the municipality 
will ensure that everyone who is eligible receives the assis- 
tance and it will be funded provincially but administered 
locally within provincial guidelines. 

Therefore, if there is an increase of 10%, your funding 
will increase by that much, and if there is an increase of 
50%, then your funding will increase by 50% simply to 
reflect the community need, as long as a clearly under- 
stood set of criteria on that eligibility is relatively even 
across Ontario and a municipality is not paying much 
more liberal—a wrong choice of words—is not paying 
people much more than they should be getting, as an ex- 
ample, rates that are out of whack with the rest of Ontario. 
Those type of standards can be posted by the province but 
would be municipally administered, I think. It would have 
to be for it to work in a way that we would like to see it 
done at the municipal level. 


Mr Sutherland: If I may, just one supplemental. 





The Chair: It had better be short. We are running be 
hind. 

Mr Sutherland: Yes, I know we are running behing 
and my apologies. If that is the case, then really the differ, 
ence, you are saying, from the current system is that th 
municipal employees who now administer the prograr 
would become provincial employees, or would they re 
main municipally employed but with the province pick 
up their costs? 


Mr Agostino: Right now the cost-sharing for olf 
staffing in administration is 50-50. For GWA rate, it i 
80-20. Our view would be that the only change that woul: 
occur is that the cost, the 80-20 and the 50-50 share now 
would simply turn over as 100% share of the province 
which has been addressed and recognized through all thi 
reports and studies that have been done. That is really thi 
only change we would see, that the province would fully 
fund all costs relating to general welfare assistance at the 
municipal level. 


Mr Jamison: That basically answers part of my ques 
tion. My question evolves around the municipality han) 
dling the case load and so forth. What I have noticed is tha 
there is quite a difference at this point in time between, fo: 
example, home visits that are required before any funds 
are made available. From one area to another there is as 
much as two weeks’ difference in the waiting time. By 
saying that, I want to move on to the question on the 100% 
funding by the province. It has come to my attention 
through talking to various people working at the municipa_ 
level, that it may be important to leave some funding, <¢ 
portion, at the municipal level just to keep the system 
working on the basis of whether or not it actually ends Up 
costing you anything or not. That way there is an assur- 
ance that the evaluation process will carry on in a prope 
manner. I just thought I would ask your opinion on that. 


Mr Agostino: Certainly, sir. I do not think we at the 
municipal level are willing to work with the province to 
establish criteria, a set of standards, that are applicable and 
enforceable, but we would be open to any checks and 
balances in the system, as I think we addressed in here, to 
simply ensure that municipalities are not abusing the inter- 
pretation of the act and that they are following the guide- 
lines that are in place. I think that makes a great deal of 
sense. It would force the municipalities in many ways to 
be a little more accountable, of course, because when it is 
100% funded by the province, then I think we would be 
pleased to work with the province in setting up those 
guidelines and the criteria. 








Mr Christopherson: I am cognizant of the time. If 
appreciate the opportunity to speak since our guest today is 
from my home community. I guess I would just open by 
saying, is this a great province or what, Dom? How the 
world changes in a short period of time. I would just like 
to, first of all, concur with most of the content in the issues 
outlined by Councillor Agostino. These are certainly a lot 
of the issues that I ran on in the election, issues that quite 
frankly we saw as not being addressed properly and ade- 
quately by the previous government, which are priorities 
on our agenda. Taking all of that in the context of the 
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-ecession and the financial situation we find ourselves in is 
jot helpful for us, but I think you have reflected and com- 
mented on that. 


Interjections. 
Mr Stockwell: That stagecoach slowed down. 


Mr Christopherson: This Hansard stuff is going to 
be fantastic for going back to for quotes. Mr Stockwell and 
[ are going to have a wonderful time over the next four 
years firing back and forth on his desire to have it both 
ways, fiscally responsible and also pushing for all the 
social issues. However, that is not the issue at hand. 


Mr Stockwell: Look who is calling the kettle black. 


Mr Christopherson: I am always pleased to have my 
previous Liberal colleagues here before us. The only thing 
I would ask, Mr Chair, in a very serious vein, is that I did 
not see any reference here at all to the mandatory health 
programs which at the time that I left was a concern be- 
cause of the lack of funding and where that put us over the 
three-year period. Is this meant to be just a perspective 
from social services or is this the priority of both those 
departments combined and, if so, did the mandatory pro- 
grams not require the same kind of attention? I am just 
asking that. 


Mr Agostino: Primarily, and from the perspective as 
chairman of the committee, we have some concerns, of 
course, about the mandatory health programs and the fact 
that we have submitted a number of programs. We were 
willing to kick in immediately and fund our aspect of it. 
This perspective here today is primarily from the social 
service point of view—and again, if you gave me a choice 
and said which one is more immediately important, we 
believe that this is simply because of the short-term, im- 
mediate tax dollars and affordability for our residents in 
our community to pay for social services. 


- Mr Christopherson: One quick question, if I can, Mr 
Chair. I know I am pushing your indulgence. The priority 
here and the priority you have mentioned today is that the 
council’s position, out of all the issues that they face, is 
‘that SARC—I think it was SARC that you mentioned—is 
the number one funding issue aside from the question of 
‘emergency funding. 

Mr Agostino: Right. I am not going to speak for the 
test of the committees, of course, but this is clearly the 
Bi nber one funding issue from the aspect of social ser- 
vices and health care in Hamilton- Wentworth. I think there 
are very few programs that would have this type of impact 
that we would expect to get immediate funding to any 
great extent. This, in my view, would be the biggest single- 
ticket item that would clearly enhance the tax situation in 
support of the taxpayers in Hamilton-Wentworth. 


Mr Christopherson: Okay. I just needed to be clear 
on that because it is important for me as a representative 
here. Are you saying this is just the social services com- 
mittee point of view, or is this regional council saying that 
out of the environment, transportation, health and social 
services, all the other needs, this is the number one priority? 


Mr Agostino: These initiatives are primarily social or- 
ders approved by council, the directions that are in here, 











but primarily are social service priorities. 1 cannot speak 
for all of them. I am not regional chairman. I cannot speak 
for all of the region, but I believe that clearly this type of 
action would enhance all the region. What it would do at 
our own level is allow the freeing up of a lot of money that 
we could use for other programs in environment and the 
other services we do provide. 

Mr Christopherson: I will just close by saying, in all 
seriousness, that I appreciate Councillor Agostino and 
members of the council taking the time to come down. I 
think this is the kind of grass-roots input that we are looking 
for, and it is appreciated. Thanks. 

The Chair: In the interest of supplying Mr 
Christopherson with quotes, Mr Stockwell can have the— 

Mr Stockwell: The question is asked. 

The Chair: The question is asked? Thank you for 
coming, Mr Agostino. I think your briefing was very well 
done. 

Mr Agostino: Thank you very much. We thank the 
committee for their time. I tried very hard not to be politi- 
cal and to be as fair as possible. Not once did I even raise 
the expressway this morning. 

Mr Stockwell: Were you at that meeting, by the way? 

Mr Agostino: No, I did not get invited. 

Mr Stockwell: Send that guy up here. 

Mr Agostino: I am on the other side. I do not get 
invited to those. 

Mr Stockwell: I wish they would send that guy up 
here. I have got questions for him. 


1150 


METRO TENANTS LEGAL SERVICES 


The Chair: We now move to our next presentation. It 
is the Metro Tenants Legal Services, with Leslie Robinson. 
You supplied the brief? 


Ms Robinson: | did. 


The Chair: I would like to applaud the effort of having 
it on both sides. 


Ms Robinson: Thank you very much. About half an 
hour ago I thought I would rather double-side it than staple it. 

I am here representing Metro Tenants Legal Services, 
which is one of the legal aid clinics that is funded by the 
Ontario legal aid plan in the province of Ontario. We are 
set up to represent and advocate for tenants in Metro 
Toronto, specifically low-income tenants. Legal aid sets 
low-income criteria and the tenants we represent must live 
under those income criteria. 

Before I go into my prepared presentation, | want to 
provide you with a piece of information that | am not sure 
everyone here is aware of. I do not know if you know that 
Canada is a signatory to the United Nations Covenant on 
Economic, Cultural and Social Rights. Through our signature 
to that covenant, Canada has agreed with other countries in 
the United Nations who signed the covenant that we feel 
that housing is a human right, that basic, decent, affordable 
and quality housing is a basic human right. 

In fact we have an international legal obligation to re- 
port every five years to that international committee on 
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economic, cultural and social rights on how we are doing 
in ensuring that all Canadians have adequate housing. 

Before Canada signed the covenant, every province 
and every territory in Canada agreed to this covenant. So, 
while the right to housing is not entrenched in the Charter 
of Rights and Freedoms and the right to housing is not 
entrenched in the Human Rights Code, I think it is impera- 
tive for this committee, for this Legislature, the govern- 
ment and the people of Ontario to operate under the 
assumption that housing is a right, that we cannot go for- 
ward with any other perspective or any other point of view, 
except to say in Ontario all people have a right to a roof 
over their head at a price they can afford and a place that is 
decent and has decent facilities. It is from that premise that 
I wish to make my presentation this morning. 

Metro Tenants Legal Services has been in existence 
since 1974. We have been representing tenants in the 
courts and tribunals since then, and primarily we represent 
groups of tenants. The issues that we address tend to cover 
a range of rent increases, repairs and maintenance, safety 
and security, preservation of buildings from demolition or 
conversion and security of tenure. In the past few years we 
have noticed that more and more tenants are living in 
buildings that are not zoned for housing, so that creates 
special legal tangles. They are also living in buildings 
where a mortgagee has foreclosed and the mortgagee is 
demanding vacant possession, although there is legislation 
working its way through the processes to address that 
specific concern. 

But over the years we have been winning some battles 
and losing some battles, and measuring our gains and 
losses by the legal battles that we win and lose. In 1988 
our board of directors spent a weekend evaluating the 
work that we have been doing with our staff, and we con- 
cluded that while we have been winning a lot of legal 
cases and doing the best we can in the courts and the 
tribunals, in 1988—and the same is true today—our client 
group, low-income tenants in Toronto, had worse housing 
conditions than they had in 1974 when we started. 

So our board said that if we are going to really serve 
the needs and the interests of our clients, we have to step 
back a little bit from the individual battles and the individ- 
ual cases and focus more on the supply of housing. While 
we still do the rent review cases and we still represent 
tenants with repair concerns and we still advocate for ten- 
ants, we have also over the past three years tried to partici- 
pate in the arena of housing supply. We have participated 
with different housing co-ops and non-profit providers and 
we have been taking a look at municipal bylaws and build- 
ing standards and those kinds of issues. 

While we have been looking at housing supply matters, 
it did not take us very long to conclude two things about 
Toronto’s housing market: There is not enough affordable 
housing, and our client base is discriminated against when 
attempting to access housing that is affordable to them. 
Such discrimination takes the form of income criteria, 
credit criteria, adults-only buildings, blatant racism, and a 
host of other bigotries that come into operation when land- 
lords are faced with choosing among applicants for the 


lucky ones who will have the privilege of living in th 
rental units being applied for. 

You can just imagine the housing situation we ha 
had over the past few years with a landlord considering 1 | 
20 or 100 applicants for one unit. Sooner or later the cri 
teria start being, “You’ve got to be white,” “You’ve got tc 
be employed,” “You’ve got to not have any children,” an¢ 
“You'd better have a good credit history and a good refer: 
ence from your previous landlord.” 

We are asking today that your committee take into con! 
sideration both our observations when you are developing 
recommendations for your 1991 budget. The first is new 
housing supply. Ontario’s budget must address the concern 
of the basic shortage of housing which is affordable for 
those in need of housing. This is the shortage that exists in 
Toronto and in many other municipalities throughout On 
tario. I think Sudbury has surpassed Toronto for the lowest 
vacancy rate in Ontario. There are some municipalities— 
Halifax comes to mind—where there is a large vacancy, 
rate, there is not an absolute need for more housing. But in 
most of Ontario there is an absolute need for more-housing. | 

But the housing need is not the need for eurchall 
homes, luxury condominiums or apartments that rent at, 
$1,000 or $1,500 a month. The need is for low-cost housing, 
housing that can be afforded by the people who are with 
out housing and that is either housing with low rents or. 
housing that is rent geared to the income of the tenants: 
living there. 

The criteria that our clinic set for new housing or the 
definition of affordable housing is that it must remain af-. 
fordable over time, that large rent increases just force the 
tenants who move in to move out again. It must be close to. 
transit, schools, health care, shopping and other services. 
that form the necessities to a community. It is also impor- 
tant that the management of the housing provide opportu- 
nities for the residents to participate in decision-making | 
and to present their needs and priorities when management 
decisions are being made. 

We are in a time when most tenants in Ontario, and I. 
would say almost all the tenants that we serve, realize that | 
they will be tenants throughout their lives. This is not a. 
short-term place where they are living before they can buy > 
a house and decide when the lawn will be cut and what 
colour the trim will be painted. A lot of us will be tenants _ 
for all our lives. 

It is important that we recognize that and give people 
who live in rental accommodation opportunities to have | 
some control over our housing situation and the normal | 
control that people expect, particularly when they buy their _ 
own home, that they are going to be able to set some 
priorities and decide whether they are going to invest in an 
air-conditioning system or that maybe this is the year to fix 
the leak in the roof. 

Our experience of government assistance in providing | 
supply of housing has been that the non-profit housing 
sector does come closest to providing the housing needed 
by our client community. None of the programs providing 
money or benefits to private sector providers has met the _ 
above criteria. I recall the Ontario rental construction loan | 
program provincially. There have been the limited-dividend 
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rogram and the multiple-unit residential buildings pro- 
sram, and those programs do not have any assurances that 
he rental housing that is constructed is either in a location 
vhere people need housing or at a rent that they can 
fford. 

The limited-dividend federal program is the only ex- 
‘eption to that and what we find in those buildings, which 
ire now reaching about 15 to 25 years of age, is that cor- 
iers were cut and the buildings are falling apart and people 
ire living in substandard housing. As well, when the agree- 
nents expire, the rents are going up anywhere from 10% 
0 48% and that is in Toronto. 

We ask you to draw from our experience and, in meet- 
ng your obligation to provide housing to the people of 
Jntario, to take a look at the non-profit programs. While 
he non-profit programs, as I said, come closest to provid- 
ng the housing needed by our client community, they are 
10t perfect and there have been some problems raised. So 
ve also ask that this committee make antidiscrimination 
,olicies mandatory for the receipt of funding for non-profit 
1ousing projects. Affirmative action policies for those who 
ire most excluded are also necessary in order to address 
he unmet housing needs of people who do not measure up 
igainst the usual criteria that I listed before: You have to 
ye white, middle class, employed and have a clean record. 


1200 

The province’s housing programs have to address the 
eality that everyone has to live somewhere. People are 
evicted for disturbing their neighbours. What we are deal- 
ng with now across the province, but in Metropolitan 
Toronto, is an effort to get all drug dealers out of housing 
and that is good and that protects the people who live in 
hose communities, but we still have to address the fact 
that everyone has to live somewhere. Housing has to be 
designed that is appropriate for the needs of absolutely 
averybody, because we are not meeting our obligation to 
arovide housing as a right as long as there are people 
living on the streets, in hostels and living in substandard 
conditions or illegally doubled up. 

So we ask you to address the concerns that we have 
presented and to make demands upon the non-profit sup- 
phers. There was a recent Ontario human rights complaint 
by a woman named Heather Sinclair against Peel non- 
profit homes because she was discriminated against based 
on her income. They told her that her income was not 
sufficient, that the rent was 30% or 35% of it and she 
could not move in. 

Instead of moving into Peel non-profit, she moved into 
a basement apartment which she shared with another 
woman and child. She paid 60% of her income on rent and 
she did not miss a rent payment. She settled with Peel 
non-profit homes. They have altered their requirements 
considerably. I think there is generally good faith in the 
non-profit sector to take a look at these issues, but we hope 
that through the funding and financing budget process 
these kinds of issues can be addressed. 

In closing, I would like to reiterate what I said in open- 
ing, that this committee and this province must address 
housing policies and housing supply programs with the 
view that housing is a right. Programs must be developed 











to meet the housing needs of everyone who calls Ontario 
home. 


Mr Stockwell: I assume your association receives 
provincial funding. 


Ms Robinson: Yes. 
Mr Stockwell: How much money do you receive 
from the province? 


Ms Robinson: I think our organization receives about 
$400,000, but I could be off. 


Mr Stockwell: From the province. 


Ms Robinson: From the Ontario legal aid plan, which 
is funded ultimately by the province and also lawyers’ trust 
funds. The interest that is gathered in lawyers’ trust funds 
also goes into the legal aid plan. 

Mr Stockwell: What about Bill 4’s effect on your as- 
sociation? Will it cause you to have less work, more work? 

Ms Robinson: If it gets passed, we will be able to 
drop a number of legal cases that we are working on. We 
have looked at it and decided that we will need to refocus 
our energies into assisting tenants with repair problems 
and to focus on the proposal that there be more permanent 
rent control legislation after Bill 4. 

Mr Stockwell: In fact the work will lower in one area, 
but you will increase your efforts elsewhere. 

Ms Robinson: I did not address today the budget 
needs for legal aid clinics. 

Mr Stockwell: No. I was just curious; with respect to 
discrimination, I heard you mention the fact that through 
the process it is discriminatory to discriminate against peo- 
ple for certain reasons and one of those reasons was that 
they had a bad credit rating. Is it against the law to dis- 
criminate or not give someone an apartment because they 
have a bad— 

Ms Robinson: Oh no, it is not against the law. Many 
of those reasons I listed are perfectly legal. 

Mr Stockwell: Do you consider it discriminatory if 
someone has a bad credit rating not to rent that person an 
apartment? 

Ms Robinson: Yes, | do. 

Mr Stockwell: On what basis? 

Ms Robinson: On the basis that everyone has to have 
housing. Even people with bad credit records have to have 
housing. 

Mr Stockwell: I see. Interesting. 

Ms Robinson: You have to live somewhere. 

Mr B. Ward: Is it possible that you could elaborate 
on your comment that in your opinion the private sector 
does not provide the adequate housing supply that is 
needed for rent-geared-to-income or affordable housing 
even though there has been an opportunity, perhaps, in the 
past for a provincial or federal grant system? Even with 
the grant system, the private sector did not appropriately 
react to the housing need. Could you elaborate on that? Is 
that possible? 

Ms Robinson: We have not had a housing supply pro- 
gram for the private sector that is federal or provincial 


F-44 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


| 





since about 1987, but they seem to come in waves. Sooner 
or later someone will have the idea, “Oh, let’s just give 
either low interest rates on mortgages, loans, forgivable 
loans, interest-free loans, or whatever, to the private sector 
and get them to build housing.” 

In 1981 the Ontario rental construction loan program 
was introduced. It created housing but not in Metro To- 
ronto. The most housing built under that program was built 
in a city that had the highest vacancy rate already and that 
was London, Ontario. But that was 1981. So they were not 
targeted. Basically the money was in a pot and developers 
were told, “Come and get some money and build some 
housing,” but there was no targeting to need. Second, there 
is no control over rents. 

I am working right now with a group of tenants who 
live up at Kipling and Steeles in the north end of 
Etobicoke, not terribly low-income people, working-class 
people, but they are mostly families living in two- and 
three-bedroom apartments that are over $1,000 a month. 
One of the biggest reasons they have had a rent increase is 
that 15 years ago their landlord got a loan that was inter- 
est-free for 15 years. Last year the interest got added on 
and it hit the tenants in the form of one great big, whop- 
ping rent increase. 

People are moving out and the other phenomenon we 
see is that people are doubling up. There are two and three 
families living in every apartment. That is an atrocious 
situation. Those people are living in fear that they will be 
evicted. The services are not capable of meeting their 
needs and a lot of those people would not even put their 
names on the voters’ list because their landlord had access 
to the voters’ list and then the landlord would find out that 
these extra people were living there. 

There are a lot of shadow people living in Metro 
Toronto. Metropolitan Toronto Housing Authority esti- 
mates that there are 13,000 families living doubled up just 
in the housing authority stock. 

Mr B. Ward: In your opinion, if the provincial gov- 
ernment was looking at funding affordable housing, your 
recommendation would be, rather than utilizing that fund- 
ing as a grant system to the private sector, that the money 
be plowed directly by the provincial government into af- 
fordable housing to be constructed or developed by the 
province. 


Ms Robinson: Yes, it is our opinion and experience 
that that is the kind of housing that our clients’ funds— 
accessible and affordable and decent housing. 


Mr Sutherland: Actually, if I could just follow up on 
one question by Mr Ward: by the province or from com- 
munity groups willing to, I guess, maybe make the differ- 
ence? The provincial government doing it or the provincial 
government supplying the funds for different individual 
community groups to do it? 


Ms Robinson: I think you could look at both or either. 
There is a lot of debate as to whether it is government’s 
role to directly provide housing or provide it to community 
groups. There are a lot of community groups providing 
some very good housing, and in part our experience has 


been that the smaller the bureaucracy the more directly 
addresses people’s needs. | 

On the other hand, I do not think that problems the 
exist in Ontario Housing Corp housing or housing author 
ity housing are necessarily because the province owns th 
housing. I think a lot of those problems relate to the fac 
that the buildings have some of the highest densities i 
some of the worst neighbourhoods with the least facilitie; 
known, and then you cram in a whole lot of people wh¢ 
have a lot of needs and do not give them anything and you 
are going to have a problem community. It is not because 
the province owns the building, it is not because they ar 
poor, it is just because of a host of those kinds of situations. — 


Mr Sutherland: If1 may, the question I wanted to ask 
was the concern that seemed to come up about—I am no. 
sure if integrated housing is the right way of saying it—bui 
strictly low-income housing units versus mixed incomes 
with low income. Would you care to comment on that 
issue? 

Ms Robinson: Yes. It is a hot issue federally these 
days. We hear opinions from tenants on both. We heat 
tenants who say, “We do not want to be ghettoized, we do 
not want to be put into a community that is labelled low 
income, therefore when we tell anyone our address they 
know exactly who we are and they put a label on us.” | 

We have also heard from people who say: “I got to 
where I am today organizing my tenants’ association be- 
cause I am among my peers. I live with poor people, I am 
organizing poor people, I don’t have to sort of compete 
against people that have skills for leadership in my organi- 
zation. I don’t have to deal with my kids coming home and. 
saying, ‘Why can’t I have a 10-speed? The boy across the’ 
hall has a 10-speed.’” | 

We hear both and we hope that programs would be 
flexible so that they could construct housing that is either 
all for low-income people or for a mix of income. We. 
certainly hope there will be lots of units created for low-in- | 
come people, rent geared to income. We have thought that 
a 50-50 split is probably appropriate, but any smaller per- 
centage of rent geared to income than that starts creating 
problems because there is not enough built for poor peo-. 
ple. 





Mrs Sullivan: I was going to ask the very question 
Mr Sutherland has just asked relating to the integrated 
complexes. I would like your comments on two things that 
kind of follow from that. One relates to the requirement 
that the municipalities provide a certain percentage of af- 
fordable housing as part of their planning mix and the 
second relates to the time factors relating to the develop- 
ment in moving through the planning process itself. 


Ms Robinson: On the first, as you know, under 
the Planning Act the Minister of Housing a couple of 
years ago created a housing supply policy that said 
that municipalities had to ensure that 25% of the new 
housing that is developed is affordable. Our concern 
about that is that it is not being monitored and that 
nobody has any idea which municipalities are and 
which municipalities are not meeting those criteria. 
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Mrs Sullivan: I am not sure of that. I think that is 
not right. 

Ms Robinson: That is what we are told from the 
developers of non-profit housing, because we in the 
non-profit sector have been trying to do the monitor- 
ing ourselves, given that we cannot seem to get the 
answers from the ministries of Municipal Affairs or 
Housing. 

It seems to be a good policy and heading in a good 
direction. What people do not tend to want is the mu- 
nicipality to say: “Okay, 25% has to be for poor peo- 
ple. There is this piece of land over here by the 
expressway and the other one by the garbage incinera- 
tor that no one is going to build on anyway, so let’s 
put a whole bunch of low-income housing there and 
then we have met our criteria.” 


Mrs Sullivan: Have you seen that happen? 


Ms Robinson: I see that in the existing housing. 
If you drive up and down Highway 427, a lot of the 
high-rises near Burnamthorpe Road are all either lim- 
“se dividend or Metro Toronto housing, a lot of the 
buildings that are on the Don Valley Expressway, over 


at Oak Street on the edge of Regent Park. 

Mrs Sullivan: Certainly that is not the case in my 
community. 

Mr Stockwell: That is not true. 

| Mrs Sullivan: But I am wondering if it is the case 
elsewhere. 

Mr B. Ward: That is your opinion. 

_ Ms Robinson: That is my opinion. That is my expe- 
rience in the buildings I have gone into. Maybe a lot of 
the buildings are not. 


Mr Stockwell: There are all kinds that are not. 
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Ms Robinson: Okay, fair enough. It is our experi- 
ence that a lot of buildings for poor people are either in 
neighbourhoods that are not yet developed and do not 
have transportation and services, or on lots of land that 
are less desirable. That makes a lot of sense because it is 
harder to market that land. 


Mrs Sullivan: And then the planning process itself, 
I do not know if you want to throw in a comment about 
the maximum unit prices or not, but I think that would 
be useful. 


Ms Robinson: Yes, I must say it is not something I 
am totally familiar with. The maximum unit prices I think 
have to have some more flexibility so that they reflect the 
reality of land costs and other costs in Metro. I think, as 
well, particularly with the introduction of Bill 4 and rent 
controls, that the province needs a program to convert pri- 
vate sector buildings into non-profit housing where there is 
an opportunity, where there is either a threat to affordabil- 
ity or a landlord saying, “I’m going to walk away from this 
building.” But we have to be prepared to then say, “Okay, 
that housing is prime housing to be converted into non- 
profit housing.” 


Mrs Sullivan: With the province’s participation, ie, 
purchase of the building? 

Ms Robinson: What the province has now under the 
non-profit program, under the existing Homes Now pro- 
gram, is a portion of the units or allocation set aside for 
conversion of existing buildings rather than construction of 
new buildings, because a lot of the problem is just finding 
vacant land. 

The Chair: Thank you for coming. I think you have 
given us some food for thought. We will reconvene at 2 
pm. 


The committee recessed at 1215. 
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AFTERNOON SITTING 


The committee resumed at 1404 in room 228. 


ONTARIO ASSOCIATION OF INTERVAL 
AND TRANSITION HOUSES 

The Chair: I see a quorum. Before us we have the 
Ontario Association of Interval and Transition Houses, 
with Eileen Morrow, Trudy Don—Trudy is not coming 
today? Okay—and Lisa Duggan. You will present your 
brief and then, if we have questions, we will move on from 
there. You have roughly half an hour. 


Ms Duggan: We did not prepare a written brief of 
what we are talking about today, so we ask that you listen. 
What you do have in front of you are several things we 
will be referring to in our statements. What we want to 
Start with is to give a little bit of history in terms of fund- 
ing of shelters in Ontario and what we would like you to 
consider in terms of the direction for funding for shelters 
in Ontario. 

We would like to start by talking about a standing com- 
mittee on social development that was put together in 
1982, and it was a three-party committee that looked at the 
issue of wife battering in this province. One of the recom- 
mendations that came out of that standing committee, 
which was unanimously supported by all three parties, was 
recommendation 23, which is on page 57 of that report, 
and this is the report. 

It says, “The Ministry of Community and Social Ser- 
vices should fund shelter services beyond room and board 
on a block funding basis.” However, these recommenda- 
tions were not implemented and funded and as a result 
shelters fell into severe financial crisis and were in danger 
of closing, so in 1985 there was implementation of the 
bailout and stabilization funding, which led to the initia- 
tion of a review of shelter funding by Brian Low, which is 
referred to as the Brian Low report. When the provincial 
funding review was completed in 1986, the recommenda- 
tion was recognition for funding of expanded shelter ser- 
vices. The draft recognized block funding, but it was 
dropped from the final report in favour of improvements to 
the per diem funding and deficit funding. 

OAITH opposed the lack of block funding that did not 
occur in the final draft of that. That model was opposed 
because block funding was not included in the final report. 
The more positive recommendations of this report were 
not funded or implemented. 


Ms Morrow: I am going to go on from there to talk a 
little bit about what happened next in the trend after the 
provincial review of the shelter services which was de- 
signed to stabilize the funding and secure funding for shel- 
ters so that they would not close. Review and consultation 
was taken within the Brian Low report and responses were 
gathered. The result did not come about until 1988 when 
the Ministry of Community and Social Services presented 
a funding formula which was designed to alleviate the 
problems in transition houses for abused women. This was 
announced in February and was to be implemented on 1 


April, so that shelters in the province of Ontario wer 
given one month to respond to the proposed funding fo! 
mula and to give their comments back. 

There was a groundswell of opposition to the sho. 
length of time that was given for response to the report. A 
a result of the opposition to this plan, there was a pre 
longed consultation period undertaken which resulted 1 
negotiation across the province of Ontario with shelters i 
OAITH and regional groups of shelters in OAITH, wit, 
both the corporate branch of MCSS and the prograr 
supervisors in the local regions of MCSS. Within this ne 
gotiation, what happened was that MCSS requested the 
the shelter network, if it was in Opposition to the nev 
funding formula, the result of Brian Low’s work in effec 
but without incorporating his recommendations—the. 
suggested that we provide an alternative funding formule 
which was done and was approved by the membership o 
OAITH after much consultation among us. : 

What happened after that was that a group of peopl 
from OAITH and from the MCSS civil servant grouy 
began to negotiate around the alternative funding formulk 
and the original funding formula. The end result of tha 
made absolutely no difference in terms of the plans fo 
funding of shelters. What did happen, however, was tha 
MCSS promised to incorporate some of OAITH’s defini. 
tions of what the shelter network was in fact providing 
already in the province of Ontario, and to recognize the 
services that were being provided in the shelters but no’ 
funded by public policy or by public money. | 

The result of that was Alternate Vision of the Provin. 
cial Funding Formula for Interval and Transitior 
Houses/FRCs, which is the first thing you have before 
you. OAITH’s alternative to the funding formula describes 
a definition of what actually takes place in shelters in the 
province of Ontario today. The funding formula which was 
ultimately designed as a so-called compromise by MCSS, 
however, recognized the work that was being done but 
would not recognize that it should be funded. So we won 
recognition of what was actually occurring, but without 
any corresponding support in terms of a policy to support 
it. 
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The Ontario Association of Interval and Transition 
Houses did not, as a group, support the final document, 
and does not to this day support the final document. In: 
fact, we have yet to see the final document. We understand 
that the final funding formula is finished and ready to go 
out. In fact, we have been told it will go out for consulta- 
tion. Needless to say, we are of the opinion that we do not 
need any consultation any more. 

In 1988-89, some movement was made in some areas. 
within the needs of the shelter network. Specifically, the 
province did increase some salary funding for shelter. 
workers, which is a severe problem, and did increase 
slightly the staffing complements in shelters under what. 


| 
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was known as the salary compensation and the ministry 
staffing ratio increases. 

The staffing, for instance, was done to provide mini- 
mum staffing in order for shelters to function because, 
recognizing that all of this work was being done and yet 
not funding it, what we believe the ministry was recogniz- 
ing was yet again another crisis. In other words, it was 
another emergency measure which was designed to keep 
the shelters for assaulted women functioning in the prov- 
ince of Ontario. What it provides is a minimum—I would 
underline “minimum”—staffing just to function in the 
shelter, and some increase in salaries in order to provide 
some sort of alleviation of turnover, burnout and the kinds 
of things that are going on on a day-to-day basis in 
women’s services generally. 

OAITH has protested the inadequacy of these mea- 
sures and has on an ongoing basis reminded the province 
of the provisions that we requested in the Alternate Vision 
formula. I should also mention that in terms of the histori- 
cal overview, since 1986 the province of Ontario has been 
involved in an interministerial approach to the problem of 
wife assault, which included from that time a five-year 
initiatives plan that focused on 15 different ministries in 
Ontario and provided some funding to address a diversity 
of problems that abused women face, including problems 
in the criminal court system, community counselling, edu- 
cation and so on. 


Ms Duggan: However, because of an inconsistent and 
inadequate recognition of shelter services, shelters, despite 
all our best efforts, are not able to meet the needs of 
abused women consistently in Ontario. Shelters struggle 
to provide the services that are recognized in Alternate 
Vision. However, demands are increasing and are diversi- 
fying as education, partly supported by the province— 
however, education programs within the shelters are not 
funded although specific education requests are—supports 
‘women’s rights to assistance. 

- The gap is widening, however, between the services 
we provide and the public commitment to service for 
abused women, as well as between the problems the public 
policy has identified and the actual changing needs of 
abused women. The province is falling behind in its sup- 
port for assaulted women and their children. 


Ms Morrow: I would like to turn now to an examina- 
‘tion of our alternative funding formula, which is before 
you. Obviously I am not going to go through this tooth and 
‘nail, so to speak. We of course hope that you will read it. 
We did not provide you with yet another brief because the 
alternative funding formula approved by the membership 
of OAITH describes what the membership of OAITH, in 
working directly with assaulted women, sees as the way 
that the funding should flow at this moment and the way 
that the financial arrangements should be made. 

I would just like to go through the highlights of what 
the alternative funding formula vision provides for, which 
is not being provided for adequately at this time. 

It provides for all of the services abused women and 
their children require to be funded and provided. On page 
3 and 4, for instance, you will find on the bottom of the 
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page the elements of a new funding formula which de- 
scribes what shelters in the province of Ontario consider to 
be core services; in other words, basic minimum services 
for abused women and their children. 

These include much more than simply what often in 
the past has been more or less a flop house with baby-sit- 
ting approach to addressing the safety of abused women 
and their children. This list provides what we believe to be 
an adequate minimum number of services and kinds of 
services that abused women need in order to deal with the 
terrorism in their lives. As you can see, it is a comprehen- 
sive program. These kinds of functions are now recognized 
by the province of Ontario, but not funded. 

This funding formula alternative also recognizes the 
need for community response to violence against women. 
Specifically, for example, it recognizes the need for a more 
comprehensive and better funded public education pro- 
gram rather than what is presently happening, which is a 
sort of project funding of specific small projects, usually in 
November, that will address short-term kinds of public 
education, but usually without the funding that would sup- 
port the human beings who have to engage in this educa- 
tion. We feel that prevention and education are a very 
central point in this problem and that this is where we will 
begin to address the problem of wife assault on an ongoing 
and long-term basis. 

This funding formula recognizes the need for that com- 
munity response. It also recognizes and outlines specific- 
ally the staffing levels and salaries that are required to 
provide these services. Just to point out, one central factor 
in the staffing would be a requirement and a request for 
double staffing of shelter services 24 hours a day, seven 
days a week. This currently does not happen in any shelter 
in the province of Ontario at the moment, so we get mini- 
mum staffing during the day and we get staffing by onc 
person, usually, at night. I think everyone who has any 
knowledge of violence against women and domestic as- 
sault will recognize that the safety factor here is really 
quite key and central, and that double staffing is required 
in order not to jeopardize the safety of the residents in the 
shelter and the staff who work there. 

Apart from that, it also recognizes the incredible de- 
mand increases from women in the community who re- 
spond to education on a broader scale and who are calling 
the shelter and visiting the shelter without actually staying 
in the shelter and doing the residential service. I think 
everyone might also recognize that in providing those ser- 
vices, we can alleviate some of the distress without always 
engaging in very costly residential solutions, so double 
staffing is extremely important. 

The funding formula, Alternate Vision, also recognizes 
and demands that the government address the issue of pay 
equity—equal pay for week of equal value—in the shelter 
system, which is another one of those systems which is 
currently not covered under legislation requiring a male 
comparator because this is an area where the staff is all 
female. It is another one of those areas where women are 
job-ghettoized. There is no male comparator. 

In the meantime this alternative, which was written 
two years ago, requires that there be an average minimum 
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level of salary of $35,000 per shelter worker in the prov- 
ince of Ontario, with a minimum of $30,000. Since that 
time the province has increased its percentage base 4.5% 
and then 5.5%. So at this point the average salary request 
in the alternative is $38,500. 
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It has always been our experience that the closer one 
gets to working directly with assaulted women, the less 
money there is available to pay for that work, so that what 
is happening is that advocates for abused women who are 
advocating to government officials are remunerated at 
about one third the level of the person whom they are 
advocating to in many cases. 

This is very stressful, very draining, sometimes very 
dangerous work. It is appalling that there is no recognition 
of the value of this work in our communities. So this alter- 
native funding formula recognizes the value and asks that 
it be recognized by public policy. 

The alternative funding formula also outlines the need 
for a change from the funding mechanism, from per diem 
funding from the municipalities and deficit funding of the 
deficits after per diem funding is subtracted from the shelter 
budget. It proposes that the change go, once again, to block 
funding, the block funding that was proposed almost 10 years 
ago by the standing committee on social development. 

The alternative funding formula also provides for phas- 
ing in, as did the original funding formula, of the improve- 
ments with definite time lines. Time lines were not given 
in the original funding formula, so it was more or less a 
wide-open situation. 

I would turn your attention to pages 5 and 6, which 
outline the three phases that we would suggest. I would 
particularly like you to note that phase 3, which was the 
last phase that we suggested, was to be implemented 1 
April 1990. That that was a suggestion that there be legis- 
lated funding of shelters for abused women and their chil- 
dren and that the province take on that funding 
100%—gross funding, in other words, block funding—di- 
rectly from the province of Ontario. I cannot help but no- 
tice that the province of Ontario is already one year behind 
in terms of accepting our recommendations and of funding 
the shelter network appropriately. 

Those are the highlights that would impact on funding 
in terms of the alternative funding formula vision. Before 
we go to questions, I would just like to speak a little bit to 
the main focus of our presentation here, which is to en- 
courage and support the idea of block funding, a change in 
the funding mechanism, for the shelters in the province of 
Ontario. Block funding should be instituted. Block funding 
has been consistently supported and proposed for the last 
10 years. It has been supported in commission reports, 
such as the standing committee recommendations of al- 
most 10 years ago in the first draft of the shelter review 
done by Brian Low. It was also suggested in Transitions, 
the report of the Social Assistance Review Committee. 

I will give you the recommendation numbers so that 
you will not have to read through it all. Recommendation 
244 and recommendation 247 speak to removing the fund- 
ing of transition houses from the social assistance legisla- 
tion and regulating them through special residential 


services legislation that is specific to the field; also that j 
be secure and not based on a per diem funding or thi 
number of residents who are occupying the beds on an! 
particular night or day. 

What is happening that is a very big concern to us 
however, is that the province, through the Ministry o 
Community and Social Services, in fact seems to be focus 
ing on moving in exactly the opposite direction, whict 
would be to reinforce the same inadequate and insecure 
funding models which we presently have in existence. 

Specifically I would like to draw your attention to the 
report of the Provincial-Municipal Social Services Review 
Committee, which has been released and is now undei 
consultation in the province of Ontario. This is the latest 
report supporting these inadequate models and which will 
increase the municipal funding responsibility and control, 
That increase in municipal funding responsibility results in 
more inadequate rather than improved services for abused 
women and their children in the province of Ontario. 

The presentation package that we have given you in- 
cludes OAITH’s response to the PMSSR and outlines spe- 
cifically and in detail the problems that we have and the 
problems that will ensue for abused women and their chil- 
dren if this is implemented in the province. 

Before questions—I know our time is running out—I 
just want to leave you with the strong suggestion that this 
committee recommend the block funding and begin the. 
financial and economic arrangements that need to be un- 
dertaken to provide block funding for shelter services and 
that this be implemented immediately as suggested in 
phase 3 of OAITH’s alternative funding formula vision: 
and according to the recommendations of all of these 
many commission reports and groups for the last 10 years. | 

We have not had time and we will not have time and 
do not have time to even touch on the other areas affecting 
funding for services which address abused women’s safety, 
for instance, in the criminal and family law system, in the 
education system, in housing, in children’s programs, in 
community counselling programs, in economic support) 
systems that address poverty, day care and so on. We do 
not have time for that. 

However, we have included in your package copies off 
the statements that were made by OAITH in its lobby of 
provincial MPPs in November. All of you should have a 
copy of that already, but just in case papers are lost under 
piles of other papers, we have provided you with another. 
copy. That document basically outlines all of the things 
that we see right now that need to be done to address the 
issue of women’s safety and programming for women and 
children. It also impacts, obviously, on funding and finan-. 
cial arrangements of the province and the commitment that 
the province has made time and time again to taking action 
to address this issue. | 

Some of these statements and some of this is also in- 
cluded in the lobby backgrounder which all of you have a 
copy of. It was sent to you or picked up by you at the 
lobby or through the mail. It also on the back page talks 
about the various areas that are involved in the inter- 
ministerial work on this issue and all of the suggestions 
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hat we have made and continue to make on how funding 
ieeds to be implemented to address the problem. 

What is required, I think, at this point, and OAITH has 
suggested this before, is that there needs to be imple- 
nented emergency funding arrangements and emergency 
neasures taken to begin this work rather than some slight 
ncreases in the base percentage. We need to have a mas- 
sive influx of funds at this point in order to resolve some 
yf the problems that are continuing and are building in the 
yrovince of Ontario. 


Mr Sutherland: Two questions. One, I just wanted to 
<now if you could give us some idea as to what the addi- 
jonal costs would be in terms of going to the block fund- 
ng model. Two, is it your sense that some of the education 
orograms are working and that is why your shelters are 
decoming more burdened? 


Ms Morrow: To answer your first question about the 
additional costs, no, I cannot give you a figure. I think that 
is something that needs to be worked out in consultation 
with us. We have stated in the past that in terms of the 
shelter service, it would not be beyond the bounds of pos- 
sibility to suggest that the funding would have to be dou- 
bled. I know that I personally I have been told that that is a 
ridiculous request. 
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- Mr Sutherland: Just on that point, do you have a 
sense of what—I do not have a sense of what the provin- 
cial funding amount is right now. 


_ Ms Morrow: It is very difficult and always has been 
for us to get numbers. The numbers seem to be different 
every time we get them, depending on the configuration of 
what is included. The last analysis I saw was dated 1989 
and the bottom line was $40 million across all of the five- 
year initiatives, in other words, not the shelters, but every- 


thing, so all of the interministerial committee funding 
: 








Seg narisiis, 


_ Okay, second question. I knew there was something 
else. I thought, what are they all sitting there for? I have to 


| : : : 
answer this other question. Around the education pro- 


grams, I think it is really pretty clear every November, 
when we have increases in calls because ads are going on 
‘the television, that just that one initiative by the province 
‘of Ontario does result in increased demand and what little 
public education is allowed to happen in other ways, 
‘through the Ministry of Education and through the incredi- 
ble efforts of shelters across the province of Ontario to 
provide it in spite of the fact that it is not funded, yes, I do 
believe that it makes a big difference. 


' 

I in fact am a public educator. That is my job person- 
ally in my shelter. I see the results of education when I go 
out to speak and I know that that results in women calling 
the shelter. Quite frankly, sometimes there is this real sense 
of being torn as a public educator, for instance, in knowing 
that you will give women information that it is their 
human right to not be assaulted, that assault is a crime and 
they have a right to safety, knowing that when they call the 
shelter or the community counselling program, it will not 
have the space to serve their need. 


Mr Sutherland: I guess related to that, do you see the 
problem as growing? Are there more assaults occurring or 
are more women getting out of abusive situations? 

Ms Morrow: There is a debate. Even on the front 
lines, there is a debate about that right now. I do not think 
anyone has the definitive answer to that question. To those 
of us working in the field, I mean my shelter is four years 
old and the demand for our service is so overwhelming at 
this point that it is at breaking point. I am not sure how 
long we can go on and we have more than the absolute 
minimum staff because we fund-raise and we raise the 
money ourselves. Even then, the gap widens every year 
and we are falling further and further behind. 

There is going to be another shelter crisis just like there 
was in 1985, and then someone is going to have to come in 
and bail us out. All of that will happen over and over 
again. It is extremely irritating and extremely frustrating 
and extremely cost-ineffective, I might add, in terms of 
what your interest is. But all I can tell you is that it really 
does not matter in some ways to us on the front lines, 
whether the problem is—of course it matters, but in some 
ways, on the day-to-day basis, when we have 600 crisis 
calls in our first year and four years later we are getting 
2,000 crisis telephone calls, never mind. 

We are not funded to answer the telephone. The Minis- 
try of Community and Social Services funds us to put in 
the telephone. They will pay the telephone bill 100% under 
emergency telephone crisis line, but they will not pay 
someone to answer the telephone. So what happens is that 
the women come into the shelter expecting service, but 
you are having to answer the telephone all day long and 
you have to balance. 

Lisa is a front-line worker and she can give you an 
example. 


Ms Duggan: For example, I work a 12.5-hour day 
which tends always to be a 14- or 16-hour day by the time 
you have finished writing up your notes. Just to verify 
Eileen’s point, I went in to work one day at 6:40. At 7:40, | 
started my day and at 7:40 that night, I sat down and did 
not even talk to the women who were in the shelter and 
that only included the phone calls and the people who 
came in for counselling who are not in the shelter. I think 
that there is an increasing demand of our time. It is cer- 
tainly not fair to all of the women who need the service. 


Ms Morrow: Unfortunately, the province of Ontario 
in the past has seemed to have this policy that would seem 
to indicate, and perhaps I am being cynical, that shelter 
services should not increase their services. There should be 
no non-residential stuff going on there. One way of pre- 
venting that from happening is to say, “We won’t fund it.” 

In my community, unfortunately, which is a large com- 
munity with more services than most communities in On- 
tario, there is group programming, for instance, in a 
community agency, so we have community counselling 
program. We have the shelter crisis intervention program, 
residential, but nobody except us, who do it free of charge, 
provides crisis intervention counselling for women who 
are not in a long-term situation but who are also not wanting 
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to go into what for the province would be an expensive 
residential service. 

All of that range of services is required and they need 
to be funded. Our point is that it is not going to do any 
good to develop a mass denial attitude on this, that if we 
do not fund it, it will simply go away or that it does not 
exist unless it is funded, because it does exist and the 
shelters are doing all of this work. They are doing it right 
now. 

Ontario has this fantasy that it funds shelters 80%. I 
also do all the financial planning and budgeting—we do 
many different things in our line of work in my shelter— 
and I know that in my shelter Ontario funds 35% of our 
budget. But because the funding formula says the province 
of Ontario funds 80% of the deficit after the municipality 
has given the per diem, there is this fantasy that Ontario 
funds 80%. In fact, it does not. It does not even recognize 
some of the full-time workers who work in my shelter. 
They are funded 100% by the taxpayers through fund-rais- 
ing. 

Mrs Sullivan: I want to be really matter of fact in 
getting responses from you. I think as a woman a lot of the 
things that you have said I am really responding to in 
terms of community services, but I would like to know 
what your estimates of the costs required for emergency 
funding are now, what the cost of block funding is not only 
to shelters which are members of OAITH but to those 
shelters which operate and which are not members of your 
organization, and any indication that you have of require- 
ments in relationship to funding of secondary housing. 


Ms Morrow: Second-stage housing? 
Mrs Sullivan: Yes. 


Ms Morrow: I will have to answer your question the 
same way I answered a similar question. I do not have 
those estimates. I should point out, however, that the vast 
majority of transition houses in Ontario in fact do belong 
to the association. There are six or seven that do not at this 
moment. 

I cannot give you those numbers. I guess the other way 
I would respond to that is that I think it is really not possi- 
ble for us to give you those numbers. It is not our responsi- 
bility to figure out the costs. It is our responsibility to tell 
you what is needed to keep women safe in this province. 
We get that information from abused women and their 
children and we pass it on to you. 

To suggest that an association which has two staff 
members for an 80-member organization or to suggest that 
individual shelters which go through the kind of con- 
straints that I can certainly give you in detail, including the 
16-hour shifts a day working directly with abused women, 
should be also researching and discovering what it would 
cost the government to provide what is needed to give 
women their human rights is not appropriate or possible. 

I simply cannot give you those numbers. We cannot. 
We do not have the time to do it and we do not have the 
kind of machinery that this committee would have at its 
disposal, but we are certainly prepared to tell you what it 
costs us in time and resources and what is currently being 


given to shelters in detail, and also what else is required s 
that we can make those calculations and figure that out. | 
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I guess what I would say in terms of being philosophi 
cal about it is that I do not think that money is a consider 
ation here. We do not support the assumption that there i 
no money or that there is very little money, and that if th 
government takes it away from battered women, it wil 
have to take it from homeless women to do that or sexua 
assault victims will not get support if we give the suppor 
to abused women. 

I think what is required is the political will to make thi 
decision to do this. There is plenty of money for war, fo 
instance, and we are all too familiar with that today, and i 
we felt that this was an emergency, that body bags coming 
out of our local community homes were just as importan 
as body bags coming out of F-618s or 925s or whateve: 
they are, we would find the money to do this. We have 
never supported, nor do we support today, the idea tha 
there is no money and that we have to be careful. 

We are telling you what will keep women alive. You 
must do it. It is non- negotiable. It is a social human rights 
issue. And I cannot give you those figures. 


Mrs Sullivan: And second-stage housing? | 


Ms Morrow: I do not have the figures for second- 
stage housing either, although I would suggest that second- 
stage housing is very important for some women. That 
needs to be there but what is even more important is that 
permanent housing must be there, that many women who 
are in second-stage housing are in second-stage housing 
because there is no permanent housing that they can afford 
and that is safe for them and their children. | 


Mr Jackson: Again, thank you for your presentation. 
It is such a large, complex issue for you to have to deal 
with and then try to deal specifically with finances. 

Perhaps you could react to these brief, short statements 
to get a better sense of where we are at and then I have a 
suggested closing recommendation that you might wish to 
make to the committee. | 

A few years ago there was a figure of 10,000 on a 
waiting list, or put more specifically, 10,000 women who 
were denied access when presenting themselves or appeal- 
ing for shelter. Are we far from that figure, roughly, today, 
to get a sense of how many women are being turned away? 

The second statement that, since this is a financial 
committee looking at impact on budget, knowing we are. 
going into a recession, statistics have indicated that the 
incidence of abuse rises in this period and domestic homi-. 
cides also marginally increase so that we are actually | 
even—although we sometimes rationalize that these are. 
tough times for government—you must understand, we 
can point directly to this issue to see that this is a more 
complex, more compounded problem period for you. 

The final point to react to is that even though the alter-_ 
native funding formula is being presented again—I have 
seen three years of presentations on it, but— 


Ms Morrow: And it will keep coming back. 


Mr Jackson: —other provinces have bought into this 
Structure in some form. There is stabilized staff funding in 
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everal provinces. It would be fair to place Ontario’s com- 
nitment, legislatively staffing dollar-wise in protection. 
Ne are falling further behind and not making the progress 
hat we are Seeing in other provinces. 

Those are statistics that I have seen that maybe would 
ye helpful for this committee to understand. We are not 
naintaining here; we are losing ground relative to other 
yrovinces in terms of their legislated commitment. 

Could you react to those three statements and then I 
will briefly suggest a recommendation for the committee, 
f you would permit me. 


Ms Morrow: In terms of the 10,000 women on the 
waiting list, I can tell you that nothing has changed with 
egard to that, that we still turn away every second woman 
und every second child from shelter service in Ontario 
yenerally. In large urban areas such as Toronto, where 
here is no housing, you will be looking at a situation 
where women come into the shelter, then cannot get out of 
he shelter because there is no housing, and a turn-away 
‘ate moving upwards towards 1 out of every 9 or 10 
women getting shelter and the other 9 or 10 being turned 
away. So it is still a serious problem and it continues to be 
1 serious problem. It is a problem in my city as well and 
2verywhere else in the province of Ontario. 

With regard to the recession, I would make a couple of 
doints. Yes, I think that will have a negative impact on the 
Jemand for shelter services in the province of Ontario and 
everywhere in the country, obviously. However, having 
said that, I would caution that you remember that that is 
ot why violence happens, but that it certainly is a trigger 
that will increase the incidence of violence, that you re- 
member that it will not be the cause, that when there is not 
a recession there will be, you know, the toothpaste not 
deing put in the right place. But certainly when you have a 
good excuse, like a recession, to behave in a violent way, 
then it certainly removes some of the restraint from per- 
sons who are violent. That will be a problem for us. 
With regard to your third statement about other prov- 
inces having block funding, yes, that is true and that has 
been true for some time. The province of Ontario has not 
developed secure funding arrangements in a similar way. 
In spite of the fact that we have a bigger shelter network 
and we have more services in the province of Ontario, they 
still are not being managed and we are falling behind in 
terms of public policy for managing that system. 


Mr Jackson: Your last statement is for us not to for- 
get that on a per capita basis, though, it is expected that the 
largest province with nearly 10 million people would have 
more beds, but on a per capital basis we are still in the 
lower 25% in this nation. 

If this committee does not see fit specifically to isolate, 
and it has the power to isolate and specifically recommend 
that the Treasurer look at block funding—they may not go 
that route, they will discuss that and debate that. However, 
it is possible for this committee to make a strong recom- 
mendation to the Treasurer that a block funding formula be 
fully costed in consultation with you and then we would 
have some firm figures to examine. 





Traditionally every year you are before this committee. 
I have had the pleasure— 

Ms Morrow: No, actually we have never been invited 
before. 

Mr Jackson: Well, the rape crisis centres presented 
some of the violence agenda in past years and they have 
dealt with transition homes as part of the network. How- 
ever, it was not your reluctance to cost it, it is that these are 
very complicated figures. You do not wish to get into a 
debate with the ministry over them if they are your figures. 
It is a lot safer and easier if the ministry costs it as at least 
a partial sign of its willingness to look at your proposal 
and it is hard for it to look at it properly if it is not willing 
to cost it and share with you the real cost. 

Would you like us to recommend that and nothing else 
to the Treasurer? 

Ms Morrow: I would like you to recommend that 
block funding be implemented. 

Mr Jackson: We understand that. 

Ms Morrow: I understand that part of that process is 
that it has to be costed, obviously, but I would not be 
prepared to suggest that it just be costed, because people 
have been talking about implementing or recommending 
block funding and I am not prepared to suggest that what 
we want here is that somebody should recommend it 
again. 

What I am saying is that somebody should implement 
it. It has already been recommended and if it has to be 
costed to be implemented, then obviously that is one of the 
steps that have to be taken. We understand that and we also 
want it to be done in consultation with us, certainly, but I 
do not feel it is our responsibility to produce the costs, the 
bottom line, so to speak, to speak in financial terms, but to 
consult and assist in providing those kinds of figures. 

But obviously we are talking about a system where we 
would like to see equal pay for work of equal value, for 
which we cannot even give you a reasonable salary cost at 
this point. We can tell you what it costs right now and then 
we can tell you that we are being paid inappropriately. So | 
do not want a situation where you take what the average 
shelter worker in Ontario gets and then you cost a system 
that would have more of these underpaid people. The en- 
tire system has to be revamped in order for it to be done 
appropriately and with consultation and assistance. We are 
always there. We are always at these meetings. We are 
always saying we do not want another recommendation 
that it be recommended; we want it done. 

1450 

The Chair: We are running a little behind. I would 
like to thank you for coming and for a very good presenta- 
tion. We will be considering the information you have 
given us. 

SHARING: A SHARED ACCOMMODATION 
SERVICE FOR OLDER PEOPLE 

The Chair: Our next presentation is Edna Beange of 
Sharing: A Shared Accommodation Service for Older People. 

Ms Beange: Thank you for scheduling time for our 
concerns today. I am here as chairman of the board of 
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Sharing, which is a non-profit matchup service assisting 
older unattached persons to find suitable partners from 
among their peers or younger people with whom to share 
accommodation. 

In the province as a whole, there are 16 home sharing 
organizations funded by the provincial Ministry of Hous- 
ing in partnership with municipalities on a 75%-25% split, 
with a $40,000 cap on the provincial share. Of these 16 
agencies, four are geared particularly to seniors: Ottawa, 
Hamilton, Niagara and in Metropolitan Toronto—Sharing. 

The Task Force on Housing for Low-Income Single 
People, in Toronto, triggered a pilot project in 1985 which 
led to the establishment of these other groups throughout 
the province in the following year, 1986. Sharing itself 
began with New Horizons funds in October 1983 and was 
not accepted into the provincial stream until 1987. As you 
can see, these organizations have been in place for some 
considerable time, but the funding from the Ministry of 
Housing has been on an ad hoc, year-to-year basis with, in 
the case of Metro Toronto, matching funds. 

I would now wish specifically to address Sharing and 
its present dilemma. Designed as it is, its activities address 
the needs of older adults in several ways. One of the home 
sharing partners must be over 55. The resulting match pro- 
vides a number of benefits: reduced costs, freeing up nec- 
essary funds for other needs; live-in companionship, 
alleviating the loneliness often experienced by older people 
living alone; mutual support given over periods of illness 
and when problems arise; and a greater sense of security, 
especially in the event of a health crisis. 

Becoming increasingly aware of the needs of the frailer 
elderly for assistance to continue to live as independently 
as possible, Sharing embarked on a share and care project 
which was two-pronged. A needs study was funded 
through a federal seniors independence program grant and 
has just been completed. I say I have brought executive 
summaries and unfortunately they are not in your kits. I 
will be happy to send them to you. 

Second, a 30-week pilot project was funded by the 
Ministry of Community and Social Services to employ 
part-time staff to work with semi-independent elderly to 
effectively match them with persons willing to share ac- 
commodation and provide some reasonably minimal sup- 
port in exchange for reduced rent. This is not designed to 
provide a full-time companion and frequently involves 
someone who works outside the home. The senior provid- 
ing the housing would be in receipt of support of commu- 
nity services such as home help or Meals on Wheels, or 
have a supportive family, but needs a presence in the home 
overnight. There are many variations. Naturally, the 30- 
week funding ran out some time ago. 

Because Sharing was loath to lose the momentum of 
something which is obviously meeting a need as part of 
the long-term care spectrum, we have managed to limp 
along with some financial assistance from a service club 
and a foundation. At the same time, we have developed a 
proposal for the Minister of Community and Social Services, 
who has scheduled a meeting with us early in February. We 
have had no response from the Minister of Housing, to whom 
we also addressed a copy of our proposal. 


Our current problem is the lack of commitment on th 
part of the Ministry of Housing for all the home sharin; 
programs in the province, | might add, not just Sharing 
but we are specifically zeroing in on this. We were advises 
that funding would cease as of 31 December 1990 ani 
Metro Toronto also followed suit with a similar withdraw 
ing of funding. As a result of ongoing discussions, thre« 
months’ funding has been provided up to 31 March 1991 
The accompanying letter announcing this arrangemen’ 
contained the very disturbing comment that if the contin: 
ued funding was not put in place, it would give the agency) 
time to wind down. In light of the ongoing discussions or 
long-term care it does not make sense to dismantle some- 
thing which is working effectively with minimal staff anc 
considerable volunteer activity. 

During the past year, Sharing was given a goal of 35 
matches. By 31 December 1990, we had achieved 43. This 
represents 11 from the Share and Care program with the 
balance a part of our regular stream. If this program were 
not in place, those 86 persons in many cases would be in 
need of possibly subsidized housing, a placement in a 
long-term care facility or some other supports. At the very 
least, the companionship and quality of life would be lost. _ 

All of the home sharing agencies perform a very useful 
role in finding housing for a considerable number of peo-, 
ple, without which any of these applicants would possibly 
be a burden on another part of the system. I was just given 
a Statistic on that, that there were 17 until about a month 
ago when the Etobicoke home sharing had to discontinue. 
because of lack of funds. In 1990, the 17 home sharing 
agencies made 836 matches—that is the kind of impact— 
and also a number of the other agencies are more housing 
registries than matchups. In addition to the 836 matches, 
they had 859 placements of putting people into self-con-. 
tained units, so for a very minimal amount of money there. 
is a lot accomplished. The advice and counselling which is : 
incidentally provided to applicants is immeasurable. | 

To turn again specifically to Sharing, we are a small. 
Stand-alone organization with an effectively operating. 
structure which, if funding were to cease, would have to be 
dismantled just at a time when there is such concern for 
provision of appropriate support to enable senior members 
of the community to maintain their independence to the 
limit of their abilities. We recognize that one-service agen- 
cies are not particularly acceptable in these days of ratio- 
nalization, and for this reason have explored a number of 
avenues, seeking to join with another appropriate body. So. 
far we have been unsuccessful. However, we are open to _ 
any suitable suggestion. We are fortunate to be able to rent 
office space in a Metro Toronto-owned building, which of 
course would be lost were we to cease operations on 31 
March. Skilled part-time staff would undoubtedly be scat- 
tered and a loyal team of active, well-trained volunteers 
would move on to other things. Then, when the direction 
of long-term care becomes clearer, the wheel would have 
to be reinvented. It does not make sense that for lack of 
$40,000 of provincial money an effective organization 
which is addressing some of the most pressing needs of 
our older population is to be dismantled. 
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Thank you for the opportunity to present our concerns 
nd ask for your consideration of the very real need for 
ais service. 

The Chair: Questions from the committee. 


Mr Sutherland: I just have one. Most of the ones that 
ou talked about seemed to be in the central Ontario area. 
Jo you have any knowledge of any of these— 


Ms Beange: The other home sharing programs? 


Mr Sutherland: Yes, sort of trying to get them 
hroughout the rest of the province. 


Ms Beange: There are 16 scattered throughout the 
yrovince. There are, I think, six in Metro Toronto. Ours 
ogether with Ottawa and Niagara and Hamilton are the 
ynly ones that specifically address the needs of seniors. As 
rou can imagine, in a matching program, particularly with 
seniors who are somewhat more sensitive about whom 
hey share a house with, it is quite a time-consuming ef- 
‘ort, so it is rather a specialized type of thing. 


Mr Sutherland: Is there any movement afoot or any 
sroups that have contacted you for expanding the Sharing 
ispect specifically for seniors, in the other areas? 


Ms Beange: No, we are a Metro Toronto agency, and 
1 small one, as I say. 


Mr Sutherland: I just thought that they might come 
0 you for information. 


Ms Beange: I think Sharing is regarded as sort of the 
grandmother of the group in that we have been growing 
since 1983, and certainly directions and activities that we 
undertake are appreciated by the other agencies in the 
orovince. 

The Chair: Thank you for coming. It was a very nice 
presentation. 

Ms Beange: It did not seem very urgent after listening 
to the women’s shelters, I agree, but I think I am speaking 
on behalf of a quiet group of people. The seniors who are 
Minewhat frail or somewhat housebound or are in need of 





assistance I think are the kinds of people for whom I am 
speaking. They are not quite so high profile as some of the 
Others, but the need is there and overall it is about 
‘$900,000 for the total province, all the home-sharing agen- 
cies. Individually, it is $40,000. We think we are somewhat 
unique and we do need some assistance. 
In your package you will find a couple of letters from 
SPRINT, which is Senior People’s Resources in North To- 
tonto —I will not read them to you, but you can find them 
there—commenting on the effect that our services had on 
some of their clients. 

I thank you very much for listening to us. At least we 
have raised your awareness. 


The Chair: That is the most important thing to do in 
the first stage. 


ROYAL BANK OF CANADA 


The Chair: Our next presentation is from the Royal 
Bank of Canada, Alex Thomson, vice-president of eco- 
nomics. I would like to thank you for responding to our 
invitation. 


Mr Thomson: It is my pleasure, Mr Chairman. | 
would like to illustrate my remarks with some slides. I 
sometimes find it easier to talk with pictures. It is some- 
times easier on the audience. 

The Chair: I think we should probably turn out the 
lights and pull the drapes. Unless we are going to watch it 
on Mr Phillips’s shirt, I think we may have to ask him to 
move. Maybe we could take just a short two-minute break. 


The committee recessed at 1503. 
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Mr Thomson: My name is Alex Thomson. I am vice- 
president of economics at the Royal Bank. My responsibil- 
ities are to manage the economics department of the bank. 
Accompanying me here today is Mark Chandler, who is 
my assistant chief economist, who is based in Toronto and 
is quite knowledgeable about the economy of Ontario. 

What I would like to do is to speak for about 20 min- 
utes on the Canadian economic outlook, with particular 
focus on Ontario. I would like to focus in basically on 
three things: The first is, where do Canada and Ontario 
stand now in terms of the economic cycle? Second, what 
challenges and risks do we face as an economic nation? 
The third thing is the outlook for Ontario as we see it. 

The first thing I would like to point out, which is obvi- 
ous, is that Canada and Ontario are in recession. Essen- 
tially we have had a very strong 1980s. We have had the 
longest recovery and expansion phase of the economic 
cycle in our postwar economic history, for a little over 
seven years. As you can see from this chart, the economy 
of Canada began to decelerate in the early part of 1988. 
That deceleration continued through 1989, and in the early 
part of 1990 we moved into the negative growth range 
where the economy began to contract. The definition of a 
recession is that the economy is in a phase of the cycle 
where the level of economic activity is actually contract- 
ing. That is where we are now. While we do not have the 
full figures available, we expect that when they are avail- 
able they will show that the recession in Canada has ex- 
tended through to the present day. 

Obviously, with the slowdown in economic activity we 
are seeing a decline in terms of employment growth, and 
as you can see from this chart, paralleling the movement 
and economic activity as we moved towards the latter part 
of 1990, we began to see actual declines or job losses 
within the Canadian economy. Similarly, with the decline 
in employment, as you can see, the unemployment rate in 
Canada has moved up from its cyclical peak or low point 
of 7.2% in the early part of 1990 to 9.3% today. 

The movement in Ontario has been similar in magni- 
tude. However, because of the extraordinary growth in the 
economy of Ontario during the period of expansion, as you 
are well aware, the level of resource utilization and the 
unemployment rate moved down to about the 5% level in 
the province at the peak of the cycle. Since the recession 
has begun, the unemployment rate in Ontario has moved 
up by about the same magnitude as the rest of the country 
but at a lower level, with the unemployment rate in the 
country now being just over 7%. 
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In terms of the recession, it is the culmination of a 
number of factors within our economy. One is simply the 
fact that we had the longest recovery and expansion in our 
postwar history. With that long expansion, imbalances and 
excesses began to develop in our economy. Therefore the 
economy moved into a period of slower growth, which is 
part of the natural ebb and flow of economic affairs. 

The second thing that has occurred, of course, has been 
the slowdown in economic activity in the United States. 
Because 25% of Canada’s economy is dependent on trade, 
and the bulk of that with the United States, with the slow- 
down in economic activity in the country south of the 
border, it has had impacts on our economy here. 

The third thing, of course, is that we are seeing a rise in 
the price of oil, at least had seen until just a few days ago. 
Because of that rise in the price of oil, the change in rela- 
tive prices and the income transfers that take place because 
of that rise in the price of oil, our economy went into a 
period of adjustment which also slowed economic growth. 

At the same time, there is no question that one factor in 
terms of the slowdown in economic growth which we have 
seen has been the high level of interest rates in Canada, in 
comparison with the United States particularly and also in 
real terms—that is after deducting the rate of inflation— 
which gives you a measure of the real cost of funds within 
our economy. As you can see from this chart, while rates 
have come down to that point in December and have come 
down early in January, we still are seeing in Canada rates 
which are very high relative to the United States and very 
high in real terms. 

I would like to make several points about interest rates 
in Canada and their complementary price within the econ- 
omy and the exchange rate, because the exchange rate and 
interest rates tend to move in tandem. The first is that the 
way in which we have divided responsibility for our eco- 
nomic policies within the country, the Bank of Canada is 
responsible for attempting to maintain a low and stable 
rate of inflation. That is its job for our economy and the 
single job to which it is allocated. From the Bank of 
Canada’s perspective, we have been facing and continue to 
face a relatively serious inflation problem. 

As you can see from this chart, the rate of inflation in 
Canada has been hovering around the 5% rate over the 
past year or so. We have achieved a 5% rate of inflation, 
but a 5% rate of inflation still means that we would lose, 
over a 10-year period, about 40% of the purchasing power 
of our money. Therefore, because of that, we are con- 
cerned—I am sorry, over five years we would lose approx- 
imately a third of the purchasing power of our money. I 
was calculating as I was going along there and did it 
wrong. That level of inflation with that decline in purchas- 
ing power would lead to substantial unwarranted income 
transfers within our economy and therefore it would not be 
conducive to solid economic performance. 

The other point I would make about our inflation rate 
is that we have achieved a 5% inflation rate in an environ- 
ment over that period of time in which our exchange rate 
has appreciated very significantly. Because of that appreci- 
ation of the exchange rate and the fact that we import 
approximately 25% of the goods consumed within our 


i 
economy, effectively what we have done is suppress di 
mestic inflation as measured by the CPI because of t} 
relatively low cost of our imports. We would estimate th’ 
effectively we have parked about 2% of a general pric 
rise in the Canadian economy in our high exchange rat. 
When the exchange rate unwinds, as we believe it eventi 
ally will, that price rise will be released back into tk 
Canadian economy. So we are, in terms of our measure 
inflation performance, facing an unacceptable situation. | 

The second point is, in terms of costs, we also ha 
seen wage and salary rates in Canada move up to about th 
6% to 6.5% to 7% level in Canada, and considerabl 
higher than that of the United States. Effectively, sinc 
labour makes up approximately two thirds of the Overa| 
economic costs in our society, wage and salary increases @ 
this level were inconsistent with maintaining our inflatio: 
rate even at the 5% level. 

To top it all off, as you are aware, we have faced noy 
the introduction of the GST on 1 January. As a conse. 
quence of the GST, we are likely going to see about a 1.5% 
increase in terms of our measured inflation rate during the 
early part of 1991. There was considerable concern in thi: 
environment that we are facing, with respect to price an¢ 
cost increases, that the introduction of the GST would leac 
to even higher wage and salary increases which woul¢ 
feed through into prices and, therefore, lead to a round 
secondary and tertiary rounds, of price increases tha’ 
would feed through into a permanent rise in terms of the 
rate of inflation. 

So for all those reasons, because the Bank of Canadé 
has a responsibility for inflation within the allocation of 
responsibilities within our system, they were quite con- 
cerned about the inflationary situation. But that does not 
explain in my mind why we have interest rates so much 
higher relative to the rate of inflation in recent years than 
we have seen in the past. | 

During the postwar era it seemed that unreal interest 
rates in the order of 3% to 5% were sufficient to slow 
down the level of activity within our economy. More re- 
cently, we seem to be seeing real interest rates in the order 
of 7% to 10% as being necessary to slow down the econ- 
omy and also to dampen inflationary and cost pressures 
within our economy. I think a large part of the reason why 
we have much higher interest rates today than we have in. 
the past is an imbalance or mismatch between our mone- 
tary policy and our fiscal policy. | 

What this chart shows is essentially that we have seen 
mounting levels of government debt, particularly at the 
federal level. And as you can see, we are continuing, until 
we have seen a very sharp rise in terms of the percentage 
of debt outstanding by the federal government to gTOSs 
domestic product and, at the same time, we are continuing | 
to see a deficit at the federal level of approximately $30. 
billion a year. The federal deficit and the financing that. 
accompanies that place stress on our financial markets and 
interest rates rise in order to force other borrowers to with-. 
draw from financial markets in order to leave room for the. 
federal government, because the federal government, as_ 
the premier credit in the land, always gets the funds that it 
requires. It is other borrowers that must make adjustments. _ 
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As a consequence of the federal government placing 
jat strain and demand on our financial markets and the 
ecessity of having interest rates rise in order to encourage 
ther borrowers to leave the market and to leave room for 
he federal government, interest rates have gone up. At the 
ame time, part of that process has been that we have 
urned to foreign capital inflows in order to balance de- 
nand and supply within our domestic financial markets. 
\s you can see from this chart, Canada also has been 
harply increasing its reliance on foreign debt. What that 
neans is that every year we are asking foreign investors 
ot just to maintain their investments or holdings of Cana- 
lian securities, but also to increase their holdings of Cana- 
lian securities, increase their allocation of funds to 
Canadian debt in order to balance demand and supply in 
Sanadian financial markets. Essentially, because we in- 
sreasingly rely on foreign borrowers, we also have to pro- 
vide increasingly attractive interest rate incentive for those 


yorrowers to hold Canadian dollar securities relative to 


securities issued by other borrowers. 
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The consequence of those foreign capital inflows has 
yeen that the Canadian dollar has increased quite signifi- 
santly. As you can see from this chart, while it has been 
fairly volatile over the course of 1990 and 1991, it has 
ended to average at about the 86-cent to 87-cent level 
-elative to the US dollar. Our basic view is that the level of 
he Canadian dollar that would be consistent with 
Canada’s underlying price and cost structure relative to our 
trading partners would probably be in the order of 80 
cents. Therefore, in effect, because of the foreign capital 
inflows that are encouraged because of the mismatch be- 
tween monetary and fiscal policy, we are seeing those for- 
eign capital inflows, which is leading to a sharp rise in the 
Canadian dollar which is causing distress for people in the 
export business and also Canadian manufacturers and pro- 


ducers who compete directly with imports. 


Mr Phillips: A point of clarification, if I might: The 
percentage of foreign debt at 35%, is that for the federal 
debt or for the total debt of the country? 


Mr Thomson: That is for federal. 


| Mr Phillips: The federal, the $350-billion to $360- 
billion debt in Canada. 


- The Chair: Do you have any raw numbers in terms of 
absolute dollars the Canadian government owes overseas? 
How much of it is domestic and how much is offshore? 


Mr Thomson: I do not have that at my fingertips. The 
overall federal debt is about $350 billion. Certainly a por- 
tion of that would be nominated in US dollars, a relatively 
small proportion. The other part would be Canadian dollar 
securities held by foreign investors. At the same time, what 
would also happen is that other borrowers, provincial and 
municipal and corporate, would be turning to foreign capi- 
‘tal markets because of the pressures within Canadian fi- 
nancial markets. Therefore, it would be the entire group 
together that would represent our obligations to foreign 
borrowers, which would be creating the kind of environ- 
ment in which we set interest rates. 
























The Chair: Just to pursue this for a moment, | think 
Diane Francis wrote an article in the Financial Post that the 
foreign debt of the Canadian government is $57 billion 
owed overseas, but that the private sector owes something 
like $260 billion overseas. Is the fact that the private sector 
debt is so large also part of the equation that leads to the 
high dollar and the foreign borrowing? 


Mr Thomson: Let me put it another way. Essentially, 
we have had a deficit in place through quite an extraordi- 
nary expansion within the Canadian economy. An appro- 
priate fiscal policy at the federal level and other 
government levels could be that you would borrow and 
have a deficit during times of economic weakness. When 
you move into periods of economic strength, the borrow- 
ing demands of the private sector move up quite signifi- 
cantly. What should happen in order to balance financial 
markets in that environment is that the federal government 
should move into a cash surplus position. In other words, 
rather than drawing funds away from the market it should 
be contributing funds towards the market. 

What we have seen is that over the period of the ex- 
pansion of the 1980s, the federal government has been a 
continual taker of funds in financial markets, with the con- 
sequence that other borrowers—in effect, the federal gov- 
ernment is using up available savings provided principally 
by the Canadian consumer, by Canadian families. They are 
investing in those government instruments, which then of 
course leads other borrowers, where those funds are not 
available to them, to turn to foreign savers in order to 
capture or obtain the funds they want to make the invest- 
ments or whatever other purpose they wish to borrow for. 
The fact that private borrowers have gone abroad is neither 
here nor there. The issue is that altogether, in terms of the 
demands placed on Canadian savings because of the addi- 
tion of the government borrowing demands over the period 
of the economic upswing, when the increase in private 
sector borrowing occurs, we continue to see heavy de- 
mands by federal government, which has caused other bor- 
rowers to turn abroad. Does that answer your question? 


The Chair: Yes, it does help. 


Mr Thomson: For example, suppose we did have bal- 
ance in our domestic financial markets, then a private bor- 
rower goes abroad. What would happen in those 
circumstances is that if a private sector borrower or any 
other borrower goes abroad and we have a demand and 
supply balance in our Canadian financial markets, we 
would obviously have a surplus of funds here in Canada, 
which would then cause us to purchase debt or other in- 
struments abroad, so on a net basis we would come out the 
same. See what I mean? Looking at Canada, it is the over- 
all gap between demand and supply which is the problem. 

The Chair: Okay. I will not make my political com- 
ment. 

Mr Thomson: Because of this mismatch we have had 
very high interest rates and a high exchange rate. What 
that means in terms of the current recession is that it is has 
been relatively unbalanced. Because of the high level of 
interest rates and exchange rate, interest-sensitive areas 
and exchange-rate-sensitive areas such as export industries 
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have paid more than their share in terms of the current 
recession in comparison with the past. 

As you can see from this chart, with industrial produc- 
tion, the slowdown became more pronounced earlier than 
in the rest of the economy. And as you can see from the 
chart, the negative numbers for industrial production basi- 
cally began earlier and have been deeper than for the rest 
of the economy. The goods sector of our economy, and 
most particularly the manufacturing sector of our econ- 
omy, which is concentrated very much in Ontario and 
Quebec, has been more affected by the current recession 
than. they would have been if we had a more balanced 
economic policy structure. 

One point I would like to make is that in terms of our 
manufacturing sector high interest rates and a high ex- 
change rate are an important part of the problem, but they 
are only part of the problem. What this chart shows is 
average hourly earnings in manufacturing in Canadian dol- 
lars for both the United States and Canada over the past 
five years. As you can see, the index in the United States 
has been moving down, principally because of the appreci- 
ation of the Canadian dollar. The Canadian index has 
moved up quite significantly. 

Over that period of time, it turns out that average 
hourly earnings, or unit labour costs, in Canada have in- 
creased in Canadian dollars at something like 42% more 
than average hourly earnings or unit labour costs in the 
United States. Only about 40% of that increase has been 
due to the exchange rate, even though we are taking a 
period of time, in 1986, when the exchange rate was at a 
record low of approximately 70 cents. So over that time, 
when our exchange rate has appreciated from about 70 
cents to approximately 86 or 87 cents today, that only 
accounts for about 40% of the overall deterioration in the 
unit labour costs in Canadian manufacturing relative to the 
United States. The remainder of that change has princi- 
pally been due to the higher increase in wage costs that has 
occurred in Canada, which is roughly the same as the mag- 
nitude of the increase in the exchange rate. The other fac- 
tor is that we have seen some fairly significant 
productivity or efficiency improvements in US manufac- 
turing over that period of time. We essentially have seen a 
flat picture for productivity or efficiency in the Canadian 
manufacturing sector. 
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Mr Sutherland: Could I get a clarification? You said 
the overall difference on the scale was 42%? 

Mr Thomson: Yes. 

Mr Sutherland: You said 40% of that has to do with 
fluctuations in the exchange, and the other 2% is due to 
labour costs? 

Mr Thomson: That is right. 

Mr Kwinter: Does this average hourly earnings in- 
clude fringe or is that just the nominal labour rate? 

Mr Thomson: I believe that is just the basic rate. I do 
not think it includes fringe. 


Mr Kwinter: Do you have any figures about what 
happens when you add the fringe in? 


Mr Thomson: | could certainly get them. It real 
would be about the same. | 


Mr Kwinter: The reason I ask that is that we hav 
always had an advantage in Ontario—and we had som, 
one in this morning who sort of confirmed it—as far as o! 
labour costs are concerned when you take everything i) 
when you add the fringe, when you add the univers, 
medicare and all of that stuff. I am just wondering whethi 
you have figures on that, because this gives the impressic 
that our labour costs are non-competitive, when, certain] 
in the auto industry I have always heard there is an almo. 
$10-an-hour differential between Ontario and, say, Mich) 
gan in favour of Ontario. 


Mr Thomson: Somewhere buried in this mass, I hav 
it by industry. There is no question that in terms of th 
differential between the United States and Canada the aut 
industry is one that is quite favourable relative to the oth 
ers, but when you move into some of the other industrie 
or manufacturing sectors in Canada and Ontario it deterio 
rates quite significantly. 

The one point I would make is that regardless of hov 
we talk about the levels, what we are talking about here i 
terms of the last five years is a change in the relativé 
labour costs within our sector versus that in the Unitec 
States. Of course, regardless of the levels, that deteriora 
tion is still going to have an impact on the sector here. 


Mr Phillips: I just want to make sure I understood the 
answer you gave to Mr Sutherland. You said there hac 
been a 42% swing in the differential between Canada anc 
the US wage rates. | 


Mr Thomson: Yes. 
Mr Phillips: I thought you said 40% of that is due te 
the exchange rate and 60% is due to wage changes. If your 
answer to him was that 40 percentage points was due to 
the exchange and two percentage points due to the wage 
differences, which is the right answer? | 
Mr Thomson: I am sorry. It is that 40% of that is due 
to the exchange rate change. The remainder is due to both 
productivity and wage rates. | 
Mr Phillips: That is, 60%? 
Mr Thomson: Yes. 


Mr Phillips: That is what I thought, but you said to 
him— | 











Mr Thomson: I am sorry. | 
The Chair: Given that there is such a discrepancy in 
the wages paid in the United States—this average is for the’ 
entire United States—do you have any sense of what it IS 
in the immediate area around Ontario: New York state, | 
Ohio, Michigan? | 
Mr Thomson: I do not. | 


Mr Chandler: The Ontario Ministry of Treasury and 
Economics has done some work in that area. They find 
that Canada, and Ontario in particular, is more competitive 
with the northeast states. But once again it is a question of 
rates of change, and any competitive advantage we might 
have had over the last several years has certainly been 
eroded. If you look at it, particularly with more of the 
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yutheast states, there is a big cost disadvantage there. It is 
ymething that has become more and more of a concern 
i the Ontario manufacturing sector. They have done 
yme extensive work in this area and part of it involved as 
ell what kind of benefit you get from OHIP. How is that 
ymparable to what is being paid in terms of private insur- 
1ce in the US? It turns out it is not a huge advantage for 
anadian manufacturers, something in the 6%-of-payroll 
inge. So we cannot continue to count on that as a benefit. 


Mrs Sullivan: My understanding is that the compari- 
yn of, say, employee health coverage in border states, 
hich are highly competitive with Ontario and in fact are 
ur markets, is about $3,800 per employee, whereas in 
‘'anada in the same sectors it is about $800. So you are 
king about a singular advantage. 


Mr Chandler: Yes, but about 60% of production 
gsts is made up of wages. So this, overall, would have a 
igger impact. Once again, we are talking rates of change. 
would refer you to the Ministry of Treasury and Economics 
yr its studies along these lines, but it is something of big 
oncern to manufacturers, and that is what we hear often 
then we go on the road and talk to them. 


Mr Thomson: Let me turn to the outlook. First, let me 
ay that we have made some fairly benign assumptions 
vith respect to our outlook. We are making the assumption 
1 terms of our forecast that the oil price will be in the 
20-less range per barrel. As you can see from this chart, if 
ye were to see a Sustained level of a $30 oil price, then we 
yould see a negative impact in terms of the growth pros- 
ects for our major trading partners as well as ourselves. 
Jlearly, because of the negative impact on our major trad- 
ag partners it would have a negative impact in terms of 
ur export performance. While we are relatively self-suffi- 
ient in terms of oil and gas and other forms of energy, a 
ise in the price of oil of that magnitude over a period of 
ime would lead to fairly significant income transfers 
vithin the country that would have to be accommodated 
vith detrimental impact in terms of our growth. We are 
naking the assumption in terms of our forecast that we 
vill not have this kind of environment but have an oil 
srice of $20 or less. 

_ We are also making the assumption that we will not see 
‘ny major reduction in terms of the structural deficit at the 
ederal level. In fact, because of the recession and the ef- 
ect it has on revenue generation and increased expendi- 
ures by the federal government, likely we will see an 
nerease in the federal deficit over the next several years. 
We are expecting it to move up to the $35-billion range in 
he coming fiscal year. 

Offsetting that to some degree, because of the slow- 
lown in the demand by the private sector for funds we 
hould see an improvement in terms of net private domes- 
‘ic savings. But we will continue, because of the gap be- 
ween private domestic savings and the demands by the 
‘ederal government, to rely heavily on foreign funds over 
his period of time, which has implications for our interest 
vates and exchange rate. 

We are also making the assumption in terms of our 
nflation rate that we will see the consumer price index 









move up because of the introduction of the GST, but we 
are also making the assumption that the labour market will 
behave in a rational way and the workers or employees 
will not try— 

Mr Kwinter: Do you hear that, Gordon? 


Mr Thomson: As you obviously cannot get a tax back 
from your employer in a non-inflationary environment, if 
you are going to protest a tax there is little point in protest- 
ing to your employer; you protest at the ballot box. So we 
are making the assumption that the labour market will be- 
have in a rational way, that the labour force will absorb the 
reduction in real incomes that accompanies the GST, and 
therefore we will move into a more subdued cost-increase 
environment. As a consequence of that, we are expecting 
the rate of inflation in Canada, as we move forward into 
1992, to fall back to about the 4% level. 

With that environment, we are expecting that Canadian 
interest rates will decline, with the short-term commercial 
paper rate moving to just below 10%. We are expecting the 
differential with the United States to decline. Even with 
that, we will continue to see real interest rates of above 
5%, which will be relatively high in comparison with the 
past, at least prior to the last several years. 

With that reduction in interest rates and differential 
with the United States, we are also expecting the Canadian 
dollar to depreciate to about the 83-cent level over the next 
several years, which should provide some relief to our 
manufacturers and export sector and import-competing 
areas. Nevertheless, we still think the dollar will be re- 
maining above the level over the next several years, which 
should provide some relief to our manufacturers and ex- 
port sector and import competing areas, but nevertheless 
we still think the dollar will remain above a level which is 
consistent with our underlying cost and price structure rel- 
ative to our trading partners. 

1540 

The Chair: I asked this question this morning and I 
would like to hear your response to it as well. Given that in 
January 1990 the central bank lowered its prime lending 
rate, which led to a decline in the value of the Canadian 
dollar and an immediate response on behalf of the central 
bank to increase the prime lending rate back up, what is it 
that makes you optimistic that the dollar will decline and 
do what you are suggesting or that the central bank rate 
will allow it to decline? 

Mr Thomson: I can give you a half-hour answer to 
that, but let me try to capsulize it in a couple of minutes. 

The Chair: It would certainly help if you were to do 
that. 

Mr Thomson: What happened in January 1990 was 
that the Bank of Canada was looking at a series of eco- 
nomic numbers that looked as if the economy was in a 
recession. We and others were visibly revising our forecast 
to incorporate a recession occurring at the end of 1989. 
The Bank of Canada began to gingerly reduce interest 
rates, and as you know it reduced interest rates or the bank 
rate by about 25 bases points, with the consequence that 
the exchange rate fell very sharply by, | believe, about 3.5 
cents in the space of a week or so. 
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First of all, I do not understand the reaction of the 
strange marketplace in that environment. As it turned out, 
that was not why interest rates rose later. What happened 
was that almost as soon as the Bank of Canada began to 
reduce interest rates, new economic numbers came out 
which showed that the economy, rather than moving into a 
recession, was still relatively robust. For example, busi- 
ness investment was still strong. Housing starts remained 
extraordinarily strong through the first quarter of 1990. 
Basically the economy looked to be relatively robust. 

The Bank of Canada then went on to increase interest 
rates at that time, not because it wanted to protect the 
dollar but because it felt that the economy was now mov- 
ing in a direction that it had not foreseen and did not 
expect, as did the rest of us. That is the reason the interest 
rates went up. 

At the same time maybe the market was prescient in 
the sense that it thought the economy was stronger than 
economists were reading, and therefore reacted to the re- 
duction in the bank rate that took place as being in some 
way the surrender by the Bank of the Canada with respect 
to its inflationary policies. That may be the case. 

The point is that if the Bank of Canada makes an inter- 
est rate move that is considered by the market to be an 
abandonment of its inflationary policy, the exchange mar- 
ket will react badly. This time around, as you know, we 
have had reductions in interest rates over the past little 
while, but they have not had the same kind of impact on 
the exchange rate as they had earlier. Basically, I think the 
market does have confidence and trust in the Bank of Can- 
ada with respect to its inflationary course and thinks it is 
seeing signs, and we think we are seeing signs, that it is 
beginning to be successful. 

Because of the slowdown in the economy, those signs 
that we appear to be relatively successful in reducing infla- 
tion are turning around the inflationary situation. The mar- 
ket in that environment is willing to accept interest rate 
reductions by the Bank of Canada in a relatively stable and 
gradual lowering, rather than abrupt lowering of the ex- 
change rate. Does that help? 


The Chair: That does not answer one question, why it 
is that our inflation rate is only about 0.1% or 0.2% higher 
than the American inflation rate and yet they have such a 
low central bank rate. If what we are really doing is bat- 
tling the inflation rate using a high central bank rate, why 
is it that their rate is so much lower than ours at a time 
when our interest rates are so much higher? 


Mr Thomson: The first point I would make is the one 
I made earlier, which is that in terms of our underlying 
inflation rate, the CPI is not measuring that properly. Be- 
cause of the appreciation of the exchange rate over the last 
several years, we have dampened our measured inflation 
rate because of that. It is parked there. It is going to be 
released back into our economy. 

The second point I would make is that in terms of 
underlying cost and price movements within the United 
States, particularly in terms of wage costs and other costs 
within its economy, it has been performing at rates that 
appear to be relatively favourable compared with Canada. 





Therefore, the market, I think, is tending to read a som. 
what more favourable situation there than in Canada. 

If we can move to an environment whereby our inf 
tion rate moves down, and moves down below that of te 
United States—because I certainly do not think the Ame. 
can experience with inflation in the last few years is e. 
tirely satisfactory either—then hopefully we can move | 
an environment whereby our rates will be down to the 
levels. 


Mr Phillips: Still on the same point, this will take th 
dollar down by two or so points over the year, I gather, ) 
the foreign capital markets will see their capital here 
Canada appreciate by 2% or 2.5%. You see this contribu 
ing maybe 1% inflation to the economy, based on th 
thing you went through. 


Mr Thomson: Yes. 


Mr Phillips: You went to an 80-cent dollar, you thir 
it is 2%, so 1% of inflation in the economy; second, ho 
do you manage your way with our foreign borrowers, thi 
they do not vacate the market or— ' 


Mr Thomson: That is an excellent question. Clearl: 
if you are going to have a depreciation, the thing yo 
Should do is have it immediately, because if you do hav 
expectations that your exchange rate is going to depreciat 


i 


gradually, then that feeds through, of course, into the inter 
est rates that foreign investors will expect in order to kee 
them whole in terms of their own currency. But essential) 
what we are expecting in terms of this environment, rathe 
than looking at sort of the smooth gradual decline, I woul: 
tend to think that over this period of time we will see th 
exchange rate move to a lower level. | 

One of the risks in terms of our forecast, of course, is i 
we see an abrupt decline that is considerably greater thai 
we are expecting here. For example, because of politica 
uncertainty, because of the consititutional debate withit 
this country, if that causes foreign investors to question 0 
lose confidence or demand a risk premium in terms 0 
Canadian assets, then that could have a sharper impact ir 
terms of the exchange rate. Also, if we have for whatevei 
reason some catalytic event that causes foreign investors tc 
lose confidence in Canada and its economic prospects anc 
policy environment, that could also have a sharp impact ir 
terms of the exchange rate. As I say, we are making the 
assumption of a relatively benign economic climate for oul 
view in terms of the forecast. | 

What we are expecting in terms of our forecast is that 
Wwe are essentially looking for the recession to end by the 
middle of this year. Effectively, what we are looking for is 
a relatively, if I could use this term, normal recession. We 
are looking for a recession that will be approximately 40% 
to 50% as severe as the one in 1981-82. | 

One of the discouraging things, I think, in terms of the 
outlook is that when we move into the recovery phase in 
the latter part of this year and in 1992, it will be a rela- 
tively modest recovery. Canada’s potential rate of growth 
is about 3% per year. What that means is that the growth in 
our economic output should be about 3% per year in order 
to maintain a constant utilization of our economic re- 


sources because of growth in the labour force, because of 
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iprovements in productivity and because of capital in- 
sstment. The capacity of our economy is growing by 3%. 
herefore, we need to grow by 3% just to keep things 
7en. 
350 

We do not expect to reach that 3% level until well into 
)92. Therefore, by the end of 1992 we will probably only 
en have achieved the level of economic activity that we 
cperienced at the peak of the economic expansion in the 
rst quarter of 1990. Part of the reason for that, of course, 
the fact of some structural difficulties with respect to our 
ysts. Also, while we are expecting the interest rate and 
xchange rate to decline, we are expecting that we will 
yntinue to see relatively high levels in those two areas. 

This is kind of an awkward colour and I apologize, but 
ethaps I could just sort of explain. This shows real gross 
omestic product growth in Ontario. Essentially, Ontario 
xperienced a somewhat deeper recession at the initial 
a of the recession. The decline or deceleration of the 

te of growth was somewhat steeper in Ontario relative to 

ie rest of the country. We are expecting that Ontario will 
lso show negative growth in 1991, about 0.3%, and we 
re expecting in 1992 that the growth in the Ontario econ- 
my will be roughly about the national average, just about 
5%. 
In terms of the unemployment rate, again, we are ex- 
ecting to see the unemployment rate move to about the 
5% level in 1991 on average over the course of the year. 
Ve are expecting to see it decline somewhat moderately to 
st below 7% in 1992 with the recovery. 

Essentially, in terms of the level of unemployment in 

Intario, we are expecting the rate to be approximately two 
ercentage points below that of the rest of the country. 
herefore, in terms of the utilization of its labour force and 
abour resources within the province, the level of utiliza- 
i within the province will be greater than that for the 
est of the country taken as a whole. 
In terms of retail sales, we are expecting quite a weak 
icture. In 1990, retail sales declined by close to 2% in 
(ominal terms. When you take in our rate of inflation of 
%, clearly that was a very sharp drop in after-inflation 
erms. 

In 1991, we are expecting to see an increase of about 
'% in current terms. Much of that is principally due to the 
3ST and the increase in prices associated with that. In real 
erms, we expect to continue to see a sharp contraction in 
erms of retail sales within the province. 

Of course, this reflects the higher levels of unemploy- 
nent, and with the prospects or concern about people, 
‘bout their job security as well as the decline in housing 
tices in southern Ontario, this is having an effect on con- 
idence and people’s commitment to spending. So we are 
xpecting to see a relatively weak picture in 1992. We are 
xpecting to see an improvement in terms of sales, but 
fter inflation it will be a relatively modest improvement. 

Mr Kwinter: In your projection on retail sales, have 
‘ou factored in cross-border shopping and is that a signifi- 
‘ant component? 
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Mr Thomson: Yes, we have to some degree in the 
sense that the figure for 1990 clearly has been affected by 
that. Therefore, we are taking that into account in terms of 
the overall picture. 


Mrs Sullivan: If you were looking at constant dollars 
for retail sales in 1991, what level would you be looking 
at, about the 1988 level? 


Mr Thomson: If you are looking in constant dollars 
in 1990, you have a decline of close to 7%. You are look- 
ing at a decline in 1991 of about a further 4%, Putting that 
together, it would bring you back to where you were in 
about 1988 or 1987. 

In terms of housing starts, clearly we have seen some 
very substantial declines in Ontario. We are expecting that 
to continue in 1991, part because of what occurred in On- 
tario and part because of speculation that took place in that 
particular market, but effectively the level of housing starts 
and housing completions earlier, prior to the recession, 
were well above demographic demand, particularly taking 
into account the fact that interprovincial migration into the 
province has fallen quite sharply, and therefore of course 
the province has an excess supply of inventory that must 
be worked off in order to lead to a recovery in terms of 
housing starts. 

We are expecting in 1992 to see some modest improve- 
ment in terms of housing starts, but clearly the level of 
housing starts and housing construction that takes place 
would be well below that experienced in the latter part of 
the 1980s when the recovery was in full swing. 

In terms of non-residential investment, here we are ex- 
pecting to see in 1990—this is in current dollars as well, so 
when we show zero in 1990 of course we are seeing a 
decline in real terms or a contraction of about 5%. A de- 
cline in 1991, which will be completely concentrated in 
terms of commercial construction, will also be sharply 
negative, of approximately 7% or 8%, and we are expect- 
ing to see modest increase in nominal terms in 1992 and 
probably a further contraction in real terms. 

The one point I would like to make about non-residential 
investment, however, is that if you look back Ontario and 
the rest of the country also experienced extraordinarily 
rapid growth in terms of overall investment. Essentially, in 
1989 investment as a proportion of the economy reached a 
record high level. I think there were a number of factors 
that were taking place. The first was that after the longest 
recovery and expansion phase, a number of regions and 
sectors were hitting capacity constraints and therefore 
were making the investments in order to increase their 
production capability. 

I think the second thing is—much of this investment 
was taking place in the manufacturing sector and princi- 
pally in southwestern Ontario, because of the global com- 
petition and the increased competition because of free 
trade or expectations of competition because of,free 
trade—that substantial amounts of investment were taking 
place in order to rationalize the production process in order 
to improve efficiency and reduce costs for that kind of 
competitive environment. 
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The third thing, I think, that was happening was that 
the cost of technology, computers and telecommunica- 
tions, has come down quite significantly. In addition to 
that the application of that technology is now well known. 
Five years ago, when businesses bought a computer, the 
first thing they had to do was figure out how to use it. Now 
when you buy a computer the applications are there and 
they can be applied and the expenditure on that equipment 
can become productive and substantially improve effi- 
ciency almost immediately. Therefore, there was substan- 
tial expenditure on high technology, computers and 
telecommunications, in order to improve the efficiency of 
production processes and office systems. That was also 
part of the investment that was taking place. 


When you put that all together, even though we are 
seeing a reduction in investment taking place in the reces- 
sion that is now occurring, we do not expect a reduction in 
investment in percentage terms to be quite as severe as it 
was in 1981-82. At the same time, because the economy is 
coming off a very high level of investment, we expect that 
the proportion of investment and the degree of investment 
that is taking place within our economy will still remain 
relatively favourable. It would have been even more fa- 
vourable if it were not contractive, but given that we are in 
a recession, it is still in a relatively favourable phase. 


With that, I would like to end my remarks and I would 
be happy to answer any further questions you might have. 


Mrs Sullivan: I want to pursue your last slide in rela- 
tionship to business investment. Your chart shows the de- 
cline in the rate. Can you give us an idea of what the actual 
level of 1989 business investment in Ontario was in cur- 
rent dollar terms? 


Mr Thomson: | could certainly provide that number 
to you at a later time. In terms of the overall proportion of 
the economy which was accounted for by investment it 
would be approximately 17%. 


Mrs Sullivan: It would be 17% of the economy. 


Mr Thomson: Yes. With the reduction we are seeing, 
we would expect that to decline. 


Mr Jamison: Your report dealt with many of the eco- 
nomic signs presented this morning by the Toronto-Do- 
minion Bank. 


Mr Thomson: Okay. I did not know that. 
1600 


Mr Jamison: We had the honour of their presence this 
morning, and one question that was asked basically related 
to the ability to rebound from the recession and jobs. There 
is a phenomenon happening right now that makes this re- 
cession, again, different from the recession of 1982. It 
seems to be that permanent layoffs are occurring at a much 
higher level and the effect of that is obvious as far as 
rebound in the economy. Our figures, the figures that the 
government of Ontario collects, only equate to 50- -plus 
employer groups. My feeling is that many of the 50-minus 
groups are disappearing. What effect will that have on our 
ability to rebound and what type of jobs, if any, are replac- 
ing those? 


r 

Mr Thomson: You put your finger on a Critical que 
tion and one that we are examining very, very closely | 
our shop, and I am sure it is happening in other econor 
shops as well. But the answer to your question is, I do nl 
know, and the reason is that I am not sure about the perm, 
nence. 

I have heard the argument, and I hear it very ofte 
“But this is different from the last time because the if 
losses last time were cyclical; this time they are perm, 
nent.” Now, let me sort out the strands of the answer. 

The first thing is that if you look at manufacturir 
employment, essentially what happened was, during tf 
period of the late 1980s, in part because of the very lo) 
level of the Canadian dollar, in the 70-cent range—I sa. 
that now the Canadian dollar is overvalued and is hurtir 
our exports and import-competing industries. That kind ¢ 
dollar, in the 70-cent range, was clearly undervalued and. 
was providing encouragement to exports and impo 
competing sectors. 

When we look at the employment levels from abet 
1986 through 1989, there was a very sharp rise in mall 
facturing employment in Canada and Ontario. As we mov 
into the last little while, we have begun to move down i i 
terms of manufacturing employment and we have not see 
something yet that is as severe as 1981-82 and we have n¢ 
come back to trend. By trend, I mean the trend in terms ¢ 
manufacturing employment within our nation. If you wal 
a trend through the last 15 years, we moved well abov 
trend in the last five years and we are beginning to com, 
down, but we are not back to trend. | 

The second point I would make is that if you look < 
manufacturing in Canada relative to the United States, th 
manufacturing sector in Canada has performed; at least i 1 
terms of employment, has done considerably better tha’ 
the United States. | 

The other point that is made is, and I have heard exam 
ples and I have talked with people, “Lose the jobs or mov 
into the United States.” I am sure it has happened, but i 
terms of the aggregate numbers, that happens whatevei 
whether we are in a recession or whether we have fre: 
trade. It has been happening for years, but other jobs ari 
occurring in Canada or jobs are moving here. As I say, il 
terms of employment, we have not yet seen anything t 
suggest that we are into something permanent. 

In terms of direct investment by Canada in the las 
little while, as you well know, in the late 1980s we had : 
very high level of foreign direct investment by Canadian: 
abroad. Those numbers have been coming down. At the 
same time, in 1990, through the period we have to date 
foreign direct investment in Canada has gone up; not by ¢ 
whole lot, but it has gone up. So the answer to your ques 
tion is that it is difficult to grasp anything, that this is 
permanent as opposed to cyclical. You really have to al: 
most move to certainly the industry level, probably the 
company level, in order to be able to aggregate enougt 
cases to come to some kind of sensible solution. But it is 
something we are looking at very carefully. 

We have sort of looked at as many numbers as we can 
To answer your question, we are not sure whether we car 
make the statement that this recession is different in the 
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nse that structural changes are occurring across manu- 
cturing as a whole—and I will point to individual exam- 
es on either side of the argument—but for manufacturing 
- a whole that this is occurring, that it is a structural and 
2rmanent job loss. 

Mr Phillips: I feel better now than I did when I came 
| here this morning, because both you and the TD, I think, 
e predicting that we will come out of the recession kind 
fin midyear. That is far more optimistic than I have been. 
he numbers I had seen were that in Ontario, for about SIX 
aight years we created 135,000 jobs; 1989 was 85,000; 
990 was minus 120,000. Full-time jobs were minus 
65,000 because part-time went up by 45,000 or there- 
bouts, and there were 10% fewer manufacturing jobs at 
1e end of the year than at the start of the year. I feel a bit 
ke the person who is maybe falling and being reassured 
nat the parachute is going to open. Both you and the TD 
ave assured us the parachute will open. 

Just how important do you feel the manufacturing sec- 
st is to the economy? It is 20% of the jobs and, I have 
Iways thought, 30% of the domestic product or something 
ike that. Is it something we need to be worried about, or is 
he whole world going to fewer manufacturing jobs any- 
vay, and just let it happen? 

Mr Thomson: From an economic perspective, 
vhether you work in resource extraction, agriculture, man- 
facturing or service industry, they are all making a contri- 
ution to the economy. At issue is, are you providing the 
soods and services that the market demands and that you 
van produce efficiently and well? Canada and Ontario do 
jave advantages in terms of manufacturing, and what I 
vould like to see is, are we creating the conditions within 
yur country that permit that to thrive and prosper? Frankly, 
do not think we have it right in terms of providing the 
2onditions and environment in terms of policies that would 
dermit that to happen. 

Is it necessary that we produce automobiles? The an- 
ywer to that is no, if we can do something better—banking, 
take your pick—in terms of technology or telecommunica- 
ons or software or whatever it be. If we can do that better 
and we can create a market for that, then that is what we 
should be doing. But from an economic perspective, one 
job is not better than another. 

| By the way, just to illustrate the point I was making 
earlier, I realized I did have a chart there and it gives you a 
picture of where we are in terms of manufacturing be- 
tween Canada and the United States. 

Mr Phillips: But I gather, as a percentage of the work- 
force, that has probably gone from 33% down to 28% or 
something like that. 

Mr Thomson: Yes, something like that. 

_ Mr Sutherland: First of all, I want to thank you for 
‘the lesson on international finance and money exchange 
‘markets, I have read many articles and never quite under- 
stood it, but it is a little clearer today as to what the under- 
lying bases are. I am not afraid to admit that I am one 
person who has not a great understanding of economics. I 
am sure some of the opposition would think we have very 
little understanding. 














Mr Thomson: Why do I think I am being set up here? 


Mr Sutherland: At the same time, I want to ask a 
couple of specific questions about Ontario. You talked 
quite a bit about the national debt and the federal debt. | 
wonder if you could make some comment on whether you 
have any concerns about provincial debt at this time, 
whether it is the annual deficit or overall debt picture. 
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Question 2 relates to the fact that the thing that irks me, 
not coming from the Metro Toronto area, and listening to 
the governor of the Bank of Canada talk about the inflation 
rate, that Ontario’s economy was overheated and that was 
pushing up inflation all across, is that when Toronto’s in- 
flation rate seems to be about 1 to 1.5 percentage points 
ahead of the rest of the province, the entire province suf- 
fers from that fact when the Bank of Canada is reacting to 
that. I was wondering if you could comment whether you 
feel that is to some degree an overreaction or whether, as 
Metro goes, the rest of the province has to suffer along. 


Mr Thomson: I sympathize with what you are saying. 
The Bank of Canada, as I say, has assigned responsibility 
for controlling inflation. It has one instrument for doing 
that and that is the interest rate. It only has one interest rate 
it can control, for a variety of reasons, and that is the 
90-day Treasury bill rate. 

When the Bank of Canada is setting monetary policy, it 
has to look at the nation as a whole and therefore sets 
monetary policy on the basis of the nation as a whole, not 
regions. Ontario, because it makes up close to 40% of 
the overall national economy, clearly has a major influ- 
ence in terms of what are deemed to be national eco- 
nomic conditions. 

In an appropriate environment, what we should be 
doing is using monetary policy and fiscal policy in tan- 
dem. Therefore, if we do have national policies that are 
geared at slowing down some regions of the country, 
whereas we have other regions, because of the disappear- 
ance of the fish stock or because of negative conditions in 
international grain markets affecting the west, the Mari- 
times or northern Ontario for a variety of reasons, the role 
of fiscal policy, because it has government spending, be- 
cause it can be targeted directly, is to try and balance out 
the inequities between regions and sectors. 

What has happened is that we have lost fiscal policy as 
a discretionary tool in this country because of the deficit. 
Effectively, we have no room to move in terms of the 
deficit. We are spending approximately $40 billion a year 
on debt service by the federal government. The old story: 
35% of every tax dollar you send to Ottawa is going to 
debt service payments. We cannot increase the deficit in a 
discretionary way because of the effect it might have in 
terms of the confidence that foreign investors have, in 
terms of economic policies here. Effectively, we have lost 
the ability to have a discretionary fiscal policy and we 
have to face up to that. That is the mismatch between 
monetary and fiscal policy that we have in our country. 

Mr Sutherland: If I may just pick up on that, if we do 
not have the discretion fiscally—there seems to be this 
very tight monetary policy—in your opinion does it seem 
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then that there exists more flexibility in the monetary policy 
than has been demonstrated? You said you want to keep 
inflation under control and you want to slow down the 
economy. Somewhere there is that balancing between 
doing that and putting the economy into a total recession, 
is there not? I guess what I want to know is, at the end of it 
all, if you go too far one way and put the economy in a 
recession, is that worse than maybe letting the inflation 
rate run a little at 4% or 5% or whatever? 


Mr Thomson: We are running an inflation rate of 4% 
to 5%. We are talking about having an extraordinarily tight 
monetary policy. The monetary policy’s job is to try and 
contain and hopefully reduce the rate of inflation. We went 
through that in the early 1980s, and I hope we never get 
back to that kind of experience again. But on the evidence, 
we have not seen a monetary policy that has been overzea- 
lous in terms of reducing our inflation rate; anything but. 
What we are seeing is the Bank of Canada, which has as 
its role a responsibility to maintain a low and stable infla- 
tion environment within our country—because through 
other actions we have effectively reduced or made impo- 
tent fiscal policy, does that mean we have to also throw 
away monetary policy? Does that mean because we have 
rendered fiscal policy impotent, we say, “Okay, let’s let the 
inflation rate go”? The inflation rate, if it rises, becomes a 
self-perpetuating movement. Clearly, if we learned any- 
thing in the latter part of the 1970s and the early 1980s, it 
is that higher rates of inflation lead to bad economic per- 
formance because of the speculation that takes place and 
also, frankly, because of the enormous swings it has in 
terms of wealth and income within our society which are 
unearned and basically arbitrary. 


Mr Sutherland: If 1 may, I am just going on. My little 
knowledge of economics indicates, though, that the infla- 
tion rate during the last period, the late 1970s and so on, 
was substantially higher than the inflation rate of 5% to 6%. 


Mr Thomson: Yes, it was. 


Mr Sutherland: We were even talking double-digit 
inflation. I know the theory is you want to keep a control 
on it and not let it go, but it seems to me there is a little 
more flexibility this time around than last time. That is 
from my basic knowledge. Do you agree with that or not, 
or are there other factors? 


Mr Thomson: To be honest with you, I would not. 
Maybe I am getting too old, but when I was growing up 
they used to call stagflation 3% inflation. Why were we 
having inflation of that magnitude? Now we seem to be 
saying 5% or 6% is okay. As I said, with 5% or 6% you 
still, over time, have enormous effects in terms of the level 
of prices and the value of money. For older people, it has a 
very negative impact. Also, of course, you get into a race 
in terms of your society as to trying to keep ahead. It also 
leads to a misallocation of resources such as we saw in 
terms of the housing market in southern Ontario, where 
effectively you had overinvestment in the housing market 
because of the sharp rise in prices, which also of course led 
to massive changes in terms of the pattern of interprovin- 
cial migration, which frankly was a misallocation of re- 


sources taking place. Because of that kind of inflationay 
environment, it led to a less efficient economy. i 

What I think we ought to do is say, “Look, why dor, 
we move”—I am not wedded to zero—“to somewhe 
where inflation doesn’t become a factor any more?” We 6 
not worry about it, whether that is 2% or 3% or 4% or 54 
but certainly I do not think it is more than 5%. 

As I say, just because we have rendered fiscal poli¢ 
impotent, let’s not throw out monetary policy just to mal 
it a clean sweep. 


Mr Sutherland: I am sorry, could I just get the oth: 
question about the provincial debt? . 


The Chair: We are 20 minutes over already. 
Mr Sutherland: Fair enough then. 
The Chair: One last question from Mrs Sullivan. 


Mrs Sullivan: I wanted to just move back a bit a 
perhaps take you out of the hat that you normally wear, M 
Thomson, and look at some of the things you have talke 
about in your presentation, one being structural chang 
that has occurred, partly because of adjustment and partl 
because of this particular recession. As we look ahead t 
demographic change, which may well change our require 
ments in housing starts, and as well over the past couple 0 
years an extremely high level of business investment i 
capital which may not move on as quickly or at the sam 
levels as they have had in the past, if you were a govern 
ment and had adequate moneys to do so, where would yo! 
put stimulus? What sector would you pump money into 
Or would you use money in a different way, perhaps il 
human resources policies? 
1620 | 


Mr Thomson: First of all, let me stress that I am ‘ 
simple economist, not a politician or one who is responsi 
ble. I want to keep this to economics, not my own persona 
judgements about what things should be done, but one o 
the things I think we should be doing is not thinking about 
“Gee, where do we spend the money?” That is the indus 
trial policy view. While I recognize that within my profes: 
sion there are various views as to whether an industria 
policy is an appropriate course for a government and ¢ 
society to follow, my judgement is that probably not. 

I think we are going through enormous change withir 
our economy in Canada, not just this year but likely over 
the decade. I think we are going to see profound changes 
in terms of the economic environment. I do not think that 
government, using the application of all the wisdom that it 
has both from the civil service and from the elected repre- 
sentatives—I just do not believe that you are going to be 
able to make the best choices. I think that where you gel 
the best choices is you create the environment where the 
market makes those decisions, for several reasons, not be- 
cause the market is smarter. | 

We are talking about individuals who are making deci- 
sions. They are making mistakes and they are making 
good decisions and sometimes they are lucky. But what 
happens in the marketplace is you make those decisions, 
and if you are wrong, you back up. Okay? Also, you are 
not making one decision, you have got five people in com- 
petition making five different decisions, and one or two or 
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ee or hopefully all five will be successful. Then people 
a see what is happening with respect to that and follow it 
‘ough copying or diffusion, as the term is in economics. 
Therefore, I think the market provides more of a trial- 
d-error and smaller-scale approach in terms of deciding 
the right course for your economy than government 
licy, because with all due respect, government policy 
ids to be focused on particular sectors, the more money 
> better sometimes, and once you have made a mistake, 
is tough to back out. I think the market provides a better 
vironment for doing that. 
As I say, the private sector has got all those faults too. 
yu have big companies that do grandiose things. It is the 
rong thing to do and they recognize it too late and they 
e slow to back out. That happens, but what you do with 
e private sector is you have multiple sources of moving 
iead, and it is the market that will decide. So I think that 
the way in which it should work. 
With respect to what do you do, as I say, I think you 
eate the environment whereby the private sector will 
ork. That is not a right-wing agenda. It is just saying, 
ook, there’s no question about what proportion of re- 
yurces government takes versus the private sector.” If you 
ave a private sector, regardless of what resources are allo- 
ited to it in terms of your society, let it work. Therefore, 
hat you do is you try to create the environment that 
iakes that private sector work. 
What you do is, one, you have a low rate of inflation, 
ad two, you have a fiscal policy that is structurally bal- 
aced. That does not mean you have a surplus or zero 
very year, but over the economic cycle, you have a truly 
ructurally balanced fiscal position where you have a defi- 
it that is zero. What you do is you create the environment 
at allows the private sector to work, which can be facili- 
iting change. 
One of the ways of doing that is to try to encourage a 
et of policies that reduce the interest rate to levels that are 
onsistent, with a real rate of interest that is consistent with 
1at of other countries, in particular the United States. 
Vhat you do is you provide facilities for helping the lab- 


] 


‘ur force change in terms of the changing economic envi- 


| 
| 


onment we are facing. I am sure that there are many other 
wlicies that we could do in terms of that way, but that 
vould be the answer I would give to your question. I hope 
was not too strong. 

Mrs Sullivan: No, I think it has been very useful to 
is. Thank you. 

The Chair: I would like to thank you again for re- 
ponding to our invitation to come and speak to us today. I 
hink you opened up a huge can of worms at the end there 
hat some of us would have liked to have grappled with, 
wut our time is running out and I am sure that our next 
sresenters will pursue some of these ideas. Thank you very 
much for coming. I enjoyed your slide presentation and 
your graphs. 

Mr Thomson: I forgot to mention that there is a hand- 
yut which has much of what I have talked about and more. 
(hank you very much. It was a pleasure. 























ONTARIO FEDERATION OF LABOUR 

The Chair: Our next presentation is the Ontario Fed- 
eration of Labour, president Gord Wilson and consultant 
John O’Grady. They have also responded very graciously 
to our invitation to speak to us today, and we thank them 
for that. Now I assume we are going to hear a different 
point of view. 

Mr Wilson: A slightly different point of view perhaps 
from the previous presenter. I cannot resist the pun that I 
noticed during his presentation most of you were kept in 
the dark. 


Interjection. 


Mr Wilson: We cannot match that. We are a frugal 
organization with limited resources, so we cannot resort to 
high-tech processes. At your invitation, Mr Chairman, | 
cannot help but make comment on at least one aspect of 
the Royal Bank’s presentation with regard to the exhorta- 
tion of marketplace policies. We should perhaps keep in 
mind that they have served us so well that we are in the 
position that we are in today in 1991, and by that I mean 
unfettered marketplace policy. 

I want to congratulate the committee for its sensitivity 
in inviting obviously such diverse groups as the Royal 
Bank and the Ontario Federation of Labour. I do not know 
who the careful planner was who put us back to back 
today, but it might be useful to the committee to see the 
two opposite perspectives. 

I want to thank you all for the opportunity to appear on 
behalf of the federation and to introduce on my right Ken 
Signoretti who is the executive vice-president of the feder- 
ation, who is appearing with me today. In our presentation, 
and I believe you now all have copies, I would like to 
focus not on the broader scope of economics but perhaps 
on how workers are to be dealt with within the Ontario 
economy with regard to what I would argue is currently a 
restructuring that is taking place, as opposed to the com- 
ments perhaps of the previous presentation. 

Wage protection: The Ontario Federation of Labour is 
aware that the Ministry of Labour currently is undertaking 
on behalf of the government a consultation on wage pro- 
tection. As members of this committee are aware, that 
ministry circulated a consultation paper at the end of De- 
cember. We take this opportunity to address the wage pro- 
tection question for two reasons. First, a wage protection 
scheme will inevitably entail a provincially underwritten 
guarantee of benefits, and second, in all likelihood a dedi- 
cated tax measure will be required to fund any sensible 
scheme that goes beyond providing token protection. 

Both of these steps involve fiscal policy. The Ontario 
Federation of Labour hopes that the government will use 
the occasion of its 1991-92 budget to spell out in particular 
the details of its dedicated tax measure. 

The consultation paper released by the government at 
the end of December was frankly disappointing. We hope 
that it does not signal the manner in which the government 
intends to handle the wage protection question. As mem- 
bers of this committee will recall, wage protection was 
one of the first policy issues on which the government 
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announced its intention to move quickly and with serious 
intent. 

The philosophical position of the Ontario Federation of 
Labour is quite simple: When benefits and entitlements are 
conferred on workers by statute, then the access to those 
benefits and entitlements must be certain and assured. The 
reality, of course, is quite different. In a sizeable proportion 
of small employer insolvencies, workers do not receive the 
full extent of their legislated entitlements to back wages, 
vacation pay, termination notice and severance pay. 
Among insolvent employers with fewer than 50 employ- 
ees, some estimates suggest that 40% may fail to fulfil 
their legislated obligations to their employees. 

The relevant policy question is not which legislated 
benefits should be ensured by the provincial government; 
rather, the relevant policy question is how does govern- 
ment ensure that all benefits and entitlements that are in- 
tended to be universal will in fact be received by the 
workers. Surely it would be difficult to improve termination 
and severance benefits as measures to deal with recession and 
economic restructuring when a large proportion of workers 
do not even receive their current statutory entitlements. 
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There are four, and we would suggest only four, ways 
to guarantee a statutory entitlement: First, pre-funding of 
benefits through a regulated trust fund, as in the manner of 
pension plans, usually backed up by a provincially under- 
written guarantee fund; second, mandatory private insur- 
ance; third, social insurance in which a guarantee fund is 
financed through a dedicated tax measure or premium, 
such as UI or CPP; and fourth, a guarantee fund replen- 
ished by transfers from the province’s consolidated reve- 
nue fund without any explicit dedicated tax measure. 

The net claims on any guarantee fund can be reduced 
by two supplementary measures. The first is by according 
statutory wage and benefit claims a precedence over other 
unsatisfied creditors. The second is by increasing the per- 
sonal liability of directors and officers of corporations. 

The government’s own estimates of the cost of guaran- 
teeing all legislated entitlements, for example, back wages, 
vacation pay, termination and severance pay, is just under 
one tenth of 1% of payroll, and this is hardly an onerous 
burden. 


Mr Kwinter: Do you know what the real number 
would be? 


Mr Wilson: The total number? I would have to go 
back to the office and check my notes, but $150, $170. 

We urge this committee to recommend to the Trea- 
surer: First, that the government adopt a principle that 
when benefits and entitlements are conferred on workers 
by statute, then the access to those benefits and entitle- 
ments must be certain and assured; second, that the gov- 
ernment adopt a social insurance solution to the problem 
of wage protection, relying on supplementary measures 
related to precedence of claim and/or director’s liability to 
reduce net claims on the guaranteed fund. 

Let me just speak to that second point for a moment. It 
is Our view, strangely enough upon advice from the bank- 
ing community, that what would likely happen with regard 


L 
to directors is they would simply secure more private 
surance to cover their liability. | 

Countercyclical measures: Prior to prorogation } 
government announced the details of the governme? 
throne speech commitment to inject new demand into } 
economy through public works spending. The Ontz, 
Federation of Labour applauds this action. We agree W 
the government that spending on the construction secto} 
probably the most effective type of countercyclical spel 
ing. 

Since the government announced its countercycli; 
fiscal measures three developments have occurred: | 

First, it is now clear that the recessionary momentum 
greater than expected, even in the fall of last year. Thig 
especially evident in the decline in retail sales in December 

Second, responding to this more recent sharp downty 
in the economy, the province of Quebec has adopted i 
nificant countercyclical measures. The Quebec govei 
ment estimates that its measures will have the net effect 
injecting final demand equal to 1% of gross proving 
product. The measures announced by Quebec are substé 
tially greater than those announced by Ontario. 


Third, the outbreak of hostilities in the Gulf has add. 
a new element of uncertainty that will probably cause be 
families and businesses to defer major spending comm: 
ments. That is greatly speculative, I admit. | 
On the positive side, one notes a modest easing of t! 
interest rates, although the Bank of Canada apparently | 
continuing to pursue its high dollar policy. ! 
The OFL urges this committee to recommend to tl 
Treasurer that he reassess the countercyclical measures ¢ 
ready announced with a view to increasing the scale 
provincially supported spending on social housing ar 
public works. The scale of Ontario’s countercyclical me 
sures should be approximately commensurate with tho: 
adopted by the government of Quebec. | 
Measures to deal with the structural side of the rece 
sion: The recession which is currently under way in a 
tario has a much more significant structural compone 
than did the previous recession in 1981-82. The Ministr 
of Labour’s data on plant closures give some indication ¢ 
the structural dimension to the recession. | 
With regard to permanent layoffs affecting 50 or mot 
employees, I draw your attention to the chart before you 
in particular 1982. | 
If you look at it, there were layoffs of just under 10,00 
due to plant closures. Layoffs due to all causes wer 
46,047. The trigger figure is the column on the right: plar 
closure layoffs as a percentage of all layoffs, 21.5%. I 
1990 that number is now 48.3%. I would rather use 199 
than either 1987, 1988 or 1989, because of the number 0 
workers involved. | 
What I am saying is that we are clearly seeing a patter 
evolve where a much higher percentage of the workforce 
now being laid off and out of work is as a result of clo 
sures which are in effect structural changes in the econ 
omy. Those jobs will not be there for people to go back to 
if and when the economy picks up or, more correctly 
when the economy recycles itself and does pick up. 
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The above table tells us that in terms of the province’s 
manent layoff indicator, the current recession is already 
% as severe as the 1982 recession, which incidentally 
s the worst recession since the 1930 Depression. More 
portant, the layoff indicator tells us that a much higher 
portion of job loss is attributable to permanent and 
nplete plant closures. 

The Ontario recession clearly has a much greater struc- 
al component to it than was the case in 1981-82. In that 
rard, the Ontario recession will be similar to the struc- 
al recession experienced by many states in the northeast 
d midwest of the United States in the period 1979 
ough 1983. This was the period in which the term “rust- 
it” entered popular economic discourse. 

The demand management types of measures that are 
‘table to deal with a cyclical recession are far less effec- 
e when confronting a structural recession. In a structural 
session, workers are not called back to their former jobs. 
ie signature of a structural recession is a growing pool of 
ig-term unemployed workers, many of whom are older 
ytkers whose seniority could not protect them against 
roffs caused by plant closures. Seniority, of course, has a 
ro currency when involved in a closure. A structural re- 
ssion requires a major labour adjustment strategy. Just 
w ill equipped Canada and Ontario are to deal with a 
uctural recession is evidenced by a study published by 
atistics Canada. The study examined the labour market 
perience of roughly one million workers who were per- 
anently laid off during the period 1981-84. 

The highlights of that study are as follows: the largest 
agle cause of permanent job loss was plant closure or 
location—36% of the total; 13% of these laid-off work- 
s permanently exited the labour force; 15% of these 
orkers were able to find only part-time employment, of 
e 72% of these workers who found full-time re-employ- 
ent, one fifth were laid off again by 1986; 45% of work- 


s obtaining re-employment suffered a wage loss, and this 
ss averaged approximately 28%; only 17% of workers 
ok retraining, and of these only 5% identified that train- 
gas government-sponsored. 

The source was Job Loss and Labour Market Adjust- 
ent in the Canadian Economy by Picot and Wannell. 
hese data are an indictment of labour market adjustment 
Canada. Moreover, structural pressures on the labour 
arket are going to be greater in 1991, given the higher 
cidence of closures. 

The OFL believes that the government must spell out a 
rategy to deal with the structural side of the current re- 
sssion. The experience of the Canadian Steel Trades Em- 
loyment Congress stands in marked contrast to the 
attern revealed by the Statistics Canada study. CSTEC is 
1 example of active labour market policies. It points to 
ie scope for breaking out of the Canadian pattern: 62% of 
id-off steel industry workers take retraining; labour force 
xit involves roughly 20% of the laid-off workers, and of 
hose who remain in the labour force, 95% obtained re- 
nployment; the wage loss of those who are re-employed 
lowing training averages 5% to 10%. Prior to the imple- 
ientation of CSTEC programs, real wage loss averaged 





over 30% consistently with the general pattern revealed by 
Statistics Canada. 

If one were to assume that approximately half of the 
unemployment caused by the present recession is struc- 
tural, that the six-month retraining experience of CSTEC is 
a useful benchmark and that Canada Employment and 
Immigration Commission will co-operate with a program 
that gives greater emphasis to retraining—as they have 
done, incidentally, with CSTEC in waiving the rules—then 
the likely costs of active labour market programs would be 
in the order of 1.5% of the payroll base. This admittedly 
back-of-the-envelope estimate is broadly consistent, how- 
ever, with the experience of northern Europe. 

We would urge this committee to recommend to the 
Treasurer that Ontario move towards the implementation 
of active labour market adjustment programs. This will 
entail Ontario assuming an economic role in a field in 
which it has hitherto deferred to the federal government. 
The Ontario commitment to active labour market policies 
should be implemented in stages, but it should be antici- 
pated that the fully articulated adjustment programs will 
entail costs equal to 1.5% of the payroll base. Estimating 
costs in this manner does not imply that payroll taxes 
should be the principal fiscal instrument to finance these 
programs. 
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The OFL also believes that addressing the restructuring 
problem in this province will require active capital market 
strategies. In particular, we believe this province can ill 
afford to export its pension capital. It is surely a bizarre 
irony that the pension fund savings of workers are invested 
abroad by pension managers to the detriment of the eco- 
nomic security and future of the very workers who created 
these pools of savings. The only restriction on the export 
of pension capital is the Revenue Canada regulations that 
limit the proportion of a pension plan that can be invested 
abroad. This limit was set at 10% but is rising under the 
current federal government in stages to 20%. 

Ontario has a residual right under the Pension Benefits 
Act to regulate the investment policies of pension funds. In 
our view, the Ontario government should exercise this re- 
sidual authority. Additionally, the government should es- 
tablish specialized investment vehicles for facilitating the 
diversified investment of pension funds into industrial re- 
structuring. 

Finally, the Ontario government should recognize the 
direct link between investment priorities and the control of 
pension funds. Indeed, to the extent that the government 
strengthens the voice of unions and employees in the man- 
agement of their pension system, it will reduce the regula- 
tory burden on the Pension Commission of Ontario to 
actively monitor investment policies. 

The OFL urges this committee to recommend to the 
Treasurer that the 1991-92 budget announce the 
government’s intention to more actively regulate the in- 
vestment policies of pension funds and, in particular, to 
limit their ability to invest outside of Canada. It would also 
be appropriate for the government to use the budget speech 
to signal its intention to reform the governance of the em- 
ployer-based pension system. 
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4. Measures to reduce future vulnerability to recession: 
The OFL recognizes that measures to deal with the imme- 
diate recession must be the top priority for the 1991-92 
budget. However, it is also important for the government 
to direct its attention to reducing the vulnerability of the 
Ontario economy to recession. We are cognizant of the 
limitations on both a relatively small economy and a pro- 
vincial government. Nevertheless, there are two areas in 
which we believe the government should initiate policy 
development. 

The first policy area which the government should be 
examining is the propensity for economic expansion to be 
based on credit. The increased reliance on credit by both 
families and businesses is one of the important distinguish- 
ing characteristics of the 1980s economic expansion. It is 
probably related to financial deregulation. Excessive reli- 
ance on credit introduces a significant fragility to eco- 
nomic growth. When businesses or families experience an 
erosion of their confidence, they respond by extinguishing 
some of their debt. This increases the recessionary mo- 
mentum. The most important segment of the financial sec- 
tor is obviously the banking system. Banking, of course, is 
in federal jurisdiction. Nevertheless, the province does 
have some leverage over the financial system through its 
regulation of the trust and credit union segments of the 
financial system. The OFL believes that the policy of 
wholesale deregulation of the financial sector has been of 
dubious economic value. We believe the government 
should reappraise the policy of deregulation which it in- 
herited, We also believe the proposed Fair Tax Commis- 
sion should be asked to examine the economic impact of 
the incentives to reliance on credit by businesses. 

The second area of policy development which the OFL 
urges the government to pursue is the adoption of reserve 
funds paralleling the Swedish model. The Swedish reserve 
funds allow companies to set aside in tax-sheltered funds a 
certain proportion of their profits. These funds can then be 
drawn down without incurring a tax liability if they are 
used for an approved countercyclical purpose related either 
to investment or to labour force development. The reserve 
funds introduce into the Swedish economy an important 
countercyclical device. Given the fiscal restraints on gov- 
ernments, it may be desirable to facilitate the emergence of 
other countercyclical instruments such as reserve funds. 
Such reserve funds could be especially useful in resource- 
based regions of the province where the economic cycle is 
typically more severe 

In closing, the federation appreciates the opportunity 
which it has been afforded to present its recommendations 
to this committee for the 1991-92 budget, and we stand 
prepared to respond to any questions that may be asked by 
members of the committee. 

Mr Kwinter: I have a couple of questions. I want to 
address one of your recommendations; “The scale of 
Ontario’s countercyclical measures should be approxi- 
mately commensurate with those adopted by the govern- 
ment of Quebec.” 

If we were to use 1% of the gross provincial product, 
that would be approximately $2.5 billion. The government 
had announced that as a measure to deal with the recession, it 
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was going to inject $700 million into the creation of jg 
in the way of public utilities, roads and things of that ki 
The feeling is that in this fiscal period, even though § 
$700 million is dedicated they will use a very small fr} 
tion of that by the time the budget comes around. I F 
the estimate was—what?—$40 million, somewhe 
around there. What you are going to have is a $700-milli 
commitment, of which very littkk—I am not faulting { 
government; it is just a matter of having the ability to 
this thing into effect. 

It would be exactly the same if you were to su’ 
find you have a $2.5-billion fund that has to be imp 
mented. My feeling is that by the time you got it orge: 
ized, by the time you decided which projects you want 
to fund, you would be well into the recovery period a: 
you would have taken an incredible amount of capital ¢ 
of the system with very little impact on addressing t 
problem. Do you have any comments on that? : 


Mr Wilson: I cannot resist one. If they had a lit! 
more money, if they knew what they had when th 
opened the door to the shop— 


Mr Phillips: Easy, easy. 


Mr Wilson: Okay, I will be nice. It is a matter | 
public record, anyway. 

I am using the wrong title, but the Canadian federatic 
of mayors and municipalities did a rather extensive stuc 
about three years ago in which it called for considerab 
expenditure across this country as required, in tl 
neighbourhood of $5 billion to $7 billion, if I recall, 
restore Canada’s infrastructure: roads, sewers, bridges. | 
lot of that work has already been done. If you take a loc 
at the city of Toronto, the sewer system in many parts ( 
the city is well over 100 years old and, as engineers w: 
advise you, is rapidly approaching the point where a dec 
sion will have to be made about what is going to be dor 
about the infrastructure. So that money can be dedicate 
quickly, in the first instance. | 

The other aspect of their national study which I thougl 
was intriguing was that it estimated that 68 cents of ever 
dollar spent by government returns to government in sor 
form of tax or other, so there is a pretty darn good inves 
ment. I believe we said in our comments that it should E 
introduced in stages. We recognize that you cannot watc 
an expenditure—as you have estimated, $2.5 billion in on 
month as laid out—happen within the next six or eigl 
months. But I think it is a philosophical question in pa 
that people have to address. In a period such as we fin 
ourselves, the recession and the retraction of the econom: 
do we utilize what I would argue has been proven to b 
effective in the past, that is, a considerable amount of do’ 
lars dedicated to social spending, for the reasons we spok 
about earlier, not only return to government but also th 
savings the government would have with regard to expen 
ditures it does not have to make because people are unem 
ployed and other matters such as that? 


Mr Kwinter: I have one other question. There is an 
other recommendation you make. It has to do with th 
whole issue of pension funds. I am sure I do not have t 
remind you that I used to be the minister responsible fo 
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nsions. Your recommendation is that “the government 
e the budget speech to signal its intention to reform the 
vernance of the employer-based pension system.” The 
xgest problem, and it is still out there—it certainly is 
sre with the OSSTF with regard to the teachers’ pension 
nd—is responsibility. Certainly organized labour has 
<en the position that it would like to see some sharing of 
sponsibility for the administration of the pension funds, 
it basically it wants someone other than itself to guaran- 
> the solvency of it. That is certainly the big hangup with 
e teachers. I do not know what the position of the current 
ernment is, but the previous government said: “If you 
ant it, you can have it, but don’t count on us to guarantee 
If we have to guarantee it, then we want to control it. If 
yu want to control it, then you guarantee it or take your 
iances.” 

50 

This is exactly the same situation. You know we have 
d some very serious discussion as to who owns the sur- 
He and all of that. The standard response you get from 
anagement is: “We manage it. If there is a surplus we 
we created it; if there is a deficit we have to make it up. 
you want to manage it, then you have to share that same 
nd of responsibility.” 

That has been, in my opinion—certainly during the 
me I had responsibility for it—the major problem we had 
i coming to terms. I think most fairminded people would 
ly: “Sure, you guys are putting in money, you should 
ave some say. But as long as we have the responsibility, 
len we can’t be manoeuvred into the position where you 
‘e making decisions that may impact on us negatively, 
2cause you don’t have the responsibility of picking up 
ay of the shortfall and we do.” Do you have any com- 
ients on that? 

_ Mr Wilson: First, I have a question I would like to 
sk, because I am not familiar, as you would be as the 
Minister, about the particulars of the teachers’ pension 
ind. Does it meet the full solvency and funding require- 
tents? 


Mr Kwinter: Yes. What had happened is that, I think 
was in 1975, the then government in a sop—that is the 
yord I can use—during an election agreed to fully index 
1e pension fund. What they did not do was provide the 
ommensurate financing to do it. As a result, since 1975 
tere was an unfunded liability that actuaries had a look at 
nd said, “There is a staggering unfunded liability.” Bar- 
ara, you may know the amount. 

Mrs Sullivan: It is $25 million. 

Mr Kwinter: No, no, it is way up around $800 mil- 
on to $900 million. By the year 2010, I think it was, the 
ctuaries felt that unless something was done to put that on 

sound actuarial basis, they were going to run out of 
10ney. In the year 2010 the teachers would not have any 
1oney in their fund to take care of the obligations of those 
stirees. The actuaries said it required a 2% increase in 
ontributions. 

The Treasurer said: “We can make a decision. We can 
ither let it go and let whoever is around in the year 2010 
eal with it, or we can put it on a proper basis.” The 





F-67 








proposal made to the teachers—I am not trying to be polit- 
ical; this is what happened, and they have a different inter- 
pretation, of course—was: “We, as the government of the 
day, will pick up all of the unfunded liability. We will put 
in an additional 1%, you put in an additional 1%”—which 
would not be used for the accumulated unfunded liability 
but to make it solvent—‘“and on that basis we will guaran- 
tee the solvency of that fund.” 

The teachers’ position was: “If we have to put in more 
money, then we have to get something for it, because right 
now we have a plan that’s fully indexed. You guys have 
the commitment and you’re going to have to fund it. If you 
want us to put more money in, then we have to get some- 
thing for it.” One of the things they wanted is to be able to 
control. They wanted to be able to say, “It’s our money and 
we don’t think it has been administered properly and we 
want to control it.” 

The Treasurer of the day said: “Fine. If you want to 
control it, then you have to take responsibility for it. We 
can’t let you control it with us guaranteeing it.” 

That is the same thing that happens in most of these, 
whether it is organized labour or unorganized labour— 


Mr Wilson: No unorganized labour. 


Mr Kwinter: Whatever. If anyone who has a pension 
plan says, “We want to be able to take some control of the 
pension funds,” the immediate response, whether it be 
government or management, is, “If you want to share the 
responsibility of administering it, then you must also share 
the responsibility of any negative impacts of those deci- 
sions.” Usually, the response is: “No, that isn’t what we 
want. You take the responsibility. If there are any deficits, 
you pick them up. But because it’s our money, and we look 
upon this as deferred wages”—you know that whole argu- 
ment. I am just curious to know what your response is. 


Mr Wilson: Let me comment first from a teacher’s 
perspective. I admit that I am not a teacher and really have 
no right, but you asked me the question and I will try to 
respond to it. Were I a teacher, I would interpret the events 
with regard to future liability that the person who made the 
promise, the government, was now saying I had to pay for 
it. It was not the teachers who agreed in 1975; it was the 
government of Ontario, the way you related the situation, 
who said, “We’re now going to provide indexing.” That 
does not mean indexing just from the point 1980 back- 
wards or 1990 backwards or 1995 backwards. That means 
funding, which includes with it obviously full funding not 
only in future credits but also for unfunded liability for 
past service. So I would respond, I would think, much in 
the same fashion as the teachers, saying, “It’s your promise 
and now you want me to help you pay for your promise.” 
That is from a teacher’s perspective. 

Second, I remember the arguments generated by em- 
ployers around the very lengthy hearings held with respect 
to the Friedland commission, where this issue was front 
and foremost. I believe the most constant argument ad- 
vanced by employers relative to surplus ownership was 
risk. It was argued, as you have said, that, “We take the risk 
and therefore if there’s a downside we have to pay for it.” 
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But when you looked at the numbers were worked up 
around the Friedland commission research, it was either 
from the period 1940 forward or from the period 1945 
forward, to that year—and that is three years ago—there 
was only one year in which pension funds found them- 
selves in a deficit position, and it was only minor. The 
reality was that pension fund surpluses were a transfer of 
assets away from those who had already retired and lost 
purchasing power, as surpluses were simply a reflection of 
inflation rates which were also reflected in interest rates. 
What you had was current retirees on fixed incomes or 
non-indexed pensions seeing an erosion of their benefit 
level and a direct transfer of that to the income of the fund, 
which employers then said became theirs because it was 
now a surplus, it was over the actuarial projections. 

I want to tell you we argued with that. We did not think 
that was fair or kosher and still do not. With regard to the 
governance of pension funds, what I am trying to signal in 
our proposal today, Kenny and J, is that we see a possible 
avenue of alternative capital to allow this province to be 
utilized, with the proper safeguards, as investment capital 
in some form or other, which would generate upward 
movement in the economy and strengthen it and at the 
same time give you this countervailing pool that would 
allow you to deal with those who come from other shores 
to Canada and say, “We will invest in Ontario and this is 
what we want.” You would be in a position to say: “We 
welcome you to Ontario. These are what our rules are. If 
you don’t like it, I’m sorry, we can’t cut a deal, goodbye. 
We’ll use this over here.” 

Pension capital generated along with community in- 
vestment funds—I would argue before this committee that 
if you were to say to people in northern Ontario and many 
places where there are single-, two- or three-industry 
towns, that were they given the ability and the encourage- 
ment to develop community investment funds or RRSPs, 
for example, rather than putting it in a bank instrument 
they would put it in a mutual fund dedicated to that com- 
munity, not much different from the greater Vancouver 
experiment, and say that those funds could be utilized for 
investment in their community, my guess is that they 
would opt for that. 

I would guess that workers would feel more secure that 
their funds were being used to generate economic activity 
within Ontario and within this country than they do by 
finding out that their funds and pension funds have been 
utilized in east Asia to provide facilities that are going to 
erode their job security in this province. That is what that 
suggestion is all about. 

But we cannot get to that because it is not yet recog- 
nized in the law that plan participants, organized workers, 
middle management people and others have equal gover- 
nance over the funds as the plan’s sponsors. 

This is my final point. I can tell you that during the 
whole Friedland debate, and this is the God’s truth, I had 
numerous calls—I did not keep a record of how many, but 
obviously quite a few—from people who were middle 
management people in manufacturing and retail, in the ser- 
vice sector and the banking sector, who belonged to pen- 
sion plans and were saying to me, “I can’t say anything 


publicly about this, but you guys can and keep it up, § 
cause we’re with you.” 

Mr Kwinter: Another problem is that Ontario 
37% of the workforce in Canada. We have 70% of 
private pension plans. Private pension plans are not m; 
datory, they are voluntary. 


Mr Wilson: About one third of the workforce } 
pension plans. | 
1700 | 

Mr Kwinter: But as I say, of the pension plans 
are there, 70% of all the private pension plans in Cani 
are in Ontario. In order to make this really work \ 
would have to make pension plans mandatory, becat 
otherwise you have some people being able to benefit é 
other people not and you are penalizing the good guys 
opposed to the bad guys. The point I am making is that | 
more onerous you make the governance of a pension p_ 
when it is not mandatory and is voluntary—instead of h? 
ing a defined benefit plan, they say: “Who needs th’ 
Who needs all this sort of hassle of having to sit down a 
do all this? We’re going to go to a purchase money plan. 

Mr Wilson: They did the same thing with income t 
when they started—we found ways to deal with them. | 


Mr Kwinter: That is the final thing. How do you di 
with it? 

Mr Wilson: You find ways to deal with it in the sat 
way you do on the Income Tax Act. You can introduce 
regulation, or if necessary legislation to deal with thc 
kinds of situations. I do not think that anybody creates 
pension plan as a plan sponsor without giving some cc 
sideration to how their offer or their situation fits with 
the competitive mold, when they are competing for S¢ 
vices with people who work in their enterprise. | 

Pension plans in the organized worker sector have 
somewhat different bent to them, but relatively they are t 
same thing. They are negotiated and we have alwa 
looked upon them as a deferred wage. They are counted | 
part of the package when they are negotiated. The er 
ployer gets credit for that in the package calculation | 
terms of its argument in trying to be competitive within t 
industry. I do not see any conflict there; I really do not. 


Mr Kwinter: The conflict I see is that when you ha’ 
a defined benefit plan, it is a promise. It is a promise to tl 
worker that when he retires he is going to get X. Whi 
there is a defined payment plan, all that says is: “You p 
in X dollars. We’ll put in X dollars. It will be administer¢ 
and if there is money at the end, good luck to you, and 
there isn’t, that’s too bad.” | 


Mr Wilson: Let me give you as an example one of tl 
larger crown corporations, Ontario Hydro, which sits dow 
with surpluses that have been generated and dedicates < 
amount of that as an increase in inflation recognition fact 
for those people who are currently on retirement. The 
also use part of that surplus to generate a higher level « 
benefit for those people who are currently in active se 
vice. Then they also hold a portion of that back in reserve 

That pension plan has not gone broke. I would suggest | 
you that both the union and the employer in that situatic 
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ow fully what they are doing. All I am suggesting to you 
another avenue of the assets of Ontario Hydro’s pension 
n. I have not got it with me. I can certainly find out 
ere they are invested, but it would seem to me that we 
juld want to take advantage of giving people the oppor- 
tity to be able to invest those funds, and they are vast in 
s province, in Ontario and in Canada, as opposed to 
ipping them off to southeast Asia. 

The problem we have is that the money managers, the 
nsion fund managers, have a fiduciary responsibility 
jich says they are required to bring the highest return 
ssible within group investments. So now when we have 
owed the federal ceiling to increase on a threshold up to 
%, that gives them more opportunity to play the dollar 
arkets out there, but all of that has a negative effect in 
al in the end upon us. We have the cases of examples, 
o that I am aware of, where workers’ pension funds in 
tario have been invested offshore to build a duplicate 
sility which closed the one in Ontario. That is absolutely, 
th great respect, asinine. 


The Chair: Before moving on, I would like to indi- 
te that having been involved in the pension debate with 
e teachers, it is a little more complex than what we 
ard. There are some very serious disagreements between 
e federation and the government. I am not going to get 
to it, but actuarial projections differed from the federa- 
n and from the government and created a huge differ- 
ice in terms of what money would be allocated. 


Mrs Sullivan: I am not going to make a political 
atement before I go into my question. I have been inter- 
ted for a long time actually, Gord, in the kinds of propos- 
s that I read about first in the newspaper the other day. I 
ink you had a news conference or something on your 
*nsion proposals. If we look back at the history of Que- 
+c, we see what kinds of very interesting changes they 
ade in their economy through the pooling of capital 
rough the caisses populaires. In fact, I do not find your 
‘oposals coming from any political spectrum, if you like. 
In my view, Michael Wilson has already recognized 
i potential of using the investment pool of, for instance, 
IMERS, in which we must invest every day $2 million 
ito the markets. Wilson has introduced a program through 
hich capital pools such as OMERS or other pension 
lans can place their funding through venture capitalists 
ito private sector operations, and they do. They have been 
ery effective in moving emerging companies into being 
irviving and growing companies. 

Mr Wilson: Barbara, if I can, the current private sec- 
1 pension plans had no restrictions. 


Mrs Sullivan: No, I know. One of the things I am 
aying is that I am interested in seeing additional dialogue 
i this area at the provincial level, seeing where and if the 
sderal program, which has proven to be successful for 
merging companies, can be balanced or whatever. I do 
ot think that in this next budget—who knows what the 
reasury will come up with? I just do not sce this becom- 
1g something that can be a major part of this budget, 
ecause it seems to me that there has to be a lot more 
~view of this situation. 

















One of the areas that has concerned me about the pro- 
posal, both in terms of what you said today and in the 
news conference that was reported last weck, is where the 
return on investment would come from for the pension 
plan, and there must be a return on investment, if the in- 
vestment was in labour adjustment programs. If that capi- 
tal was being moved into labour adjustment programs, 
where does the ROI come from for the pension plan, and if 
there is no ROI then what would the position of the On- 
tario government be in terms of providing a guarantee of 
funds going back into the plan or in terms of working and 
directing those labour adjustment programs? 


Mr Wilson: I think there are two things crossing over 
here. I do not think we suggested nor did we talk today 
about pension fund investment in labour market programs 
in the sense of labour adjustment. What we talked about 
was economic labour market policies on the one hand, 
which also can be complemented, for example, although I 
did not say it specifically, with community development 
funds. That is where some moneys could be spent. You 
have to change the rules. The rules have changed out there, 
so we have to be concurrent with that, be able to get some 
of our objectives in Ontario and, strengthening our econ- 
omy, be able to change some of the old rules under which 
we operated. 

One of them is the fiduciary responsibility, as an exam- 
ple, where you might say to pension fund managers in this 
province—not only the question of restriction of overseas 
investment—“We may relieve you 4%, 5%, 10%, 12% or 
15%”—I do not know what the number is; we would have 
to sort that out—‘of those funds in that pension fund,” 
which could be invested in some form of social invest- 
ment; for example, affordable housing. 

It may not kick an immediate rate of return that would 
be equal to the highest private market rate of return, but 
you are only dealing with a small percentage of the funds. 
Even if you took that amount, it has a considerable impact 
on an economy like ours, particularly if they were co-ven- 
tures where the municipality or the province is sitting on 
land and is prepared to get involved in processes like this. 
This is how you could really rev it up. 

There would be guarantees for the pension fund, be- 
cause the return on those mortgages, assumably, would be 
at least equal to one or two points under what the in- 
vestor—I had better be careful. It would be less than what 
you could get in stocks and bonds in most cases, but not all 
cases. If you averaged it out over 20 years, you may be 
trailing three points on the private market, but only for a 
percentage of the funds. In return for that you are giving 
people access to a commodity that they might not other- 
wise have, including some people who are participants in 
that pension fund, so there is a balancing act there. 


1710 

The other thing is that I think I make the argument of 
restructuring and I really do believe it, and for another 
reason other than the arguments around the trade agree- 
ment. If you look at what is taking place in the world 
today, the US is the largest debtor nation in the world. 
They are attempting to redress that debt. Part of that strategy 
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is the trade agreement with Canada and part of it is their 
import and export arrangements with countries like Japan 
and Germany where they are going to start calling in chits 
and already have. They have a serious problem and have to 
address it. Number one for them is going to be them. 

Being aware of that, I would suggest to you that the 
numbers we recount in our submission can be measured 
with some validity in that there is a restructuring going on, 
part of which is a response to the US’s position in trying to 
address its own deficit. That is why you are seeing some 
multinational corporations, US-based, moving operations 
out of Canada. What allowed them to do it now is the trade 
agreement, which now lets them back in, where before 
they might not have under other trading arrangements that 
existed prior to the trade deal. You are familiar with all that 
argument anyway. 

If that is true, then we have to start changing the ap- 
proaches we have had traditionally in how we attract in- 
vestment to this province. One of the ways you do it is to 
set up a countervailing pool of capital, not maybe suffi- 
cient yet, but the Caisse de dépét is a classic example 
where they quite frankly have been able to do it, to gener- 
ate sufficient capital, admittedly around a cultural recogni- 
tion that we cannot take advantage of in the same way as 
Quebeckers do. But maybe we can find that single force in 
Ontario that unites people around an identity with Ontario 
much in the same way the cultural identity has been in 
Quebec. If we created a Caisse de dép6t in Ontario with 
the same allegiance that the Caisse de dép6t has to Que- 
bec, then you can say to multinationals: “You want into 
our markets?”—if you can deal with the trade agreement 
in another way—“Then this is what our deal is. If you 
don’t like it, have fun.” 


Mrs Sullivan: Can I just ask if the OFL has looked at 
the federal program in terms of the pension fund invest- 
ments. Basically what happens is that through the venture 
Capitalists there are equity investments made that are sin- 
gularly important in that it is not debt that is going into the 
company. 

Mr Wilson: You have to be careful, and I recognize 
the point that with pension funds you are dealing with 
people’s future livelihoods. That is why I argued you can 
dedicate funds to certain sectors in the economy which are 
safe and at the same time provide a social good for the 
entire economy. I really do not see venture capital in the 
way that term is normally applied being very attractive to 
pension funds if you are concerned about security, but 
there are, in some community development situations, 
funds that can be developed for that community where you 
can make a go in a venture capital sense of investment; for 
example, secondary industry around mining, where you 
can become quite competitive. You have the workforce 
there and you can generate the growth of communities 
rather than the decline. 

You would deal in those kinds of activities, but you 
would have to be very careful about it. You cannot just say, 
“Here’s a licence to go out and invest pension funds holus 
bolus.” That is why I tried to say a more prudent course is 
to begin with a percentage of the fund being dedicated. 


Mrs Sullivan: That is what the federal program do. 


Mr Wilson: I cannot understand the fede, 
government’s reasons, then, for going the other way on 
foreign investing; I really cannot. If they are trying “at 
to that, to encourage investment in Canada, why are th 
making it easier to invest more money—not easier, 
allowing pension fund managers to invest more money. 
outside the country? They are in opposite directions. 


Mrs Sullivan: They also make money through | 
emerging companies, substantial money, because | 
emerging companies have to pay higher prices than, s 
the existing stable companies with traditional access, 
markets. . 


The Chair: Mr Phillips? | 


4 


Mr Wilson: Wait a minute, Gerry. I make speecl 
for nothing; I charge for questions. 


Mr Phillips: How about answers? We have hea 
today from a couple of banks that are more optimistic 
think, than some of us felt coming in here. I have abc 
five points, Gord. You could say you only get one qui 
tion. 

First, I would not mind the OFL’s point of view | 
when we may come out of the recession. Second, I thi: 
some of us felt that perhaps there were more jobs movi 
elsewhere, manufacturing jobs, than the banks seemed. 
think. I would like your thoughts on whether you have a 
handle on that and whether we should be concerned abc 
it. The third thing is that two of your big recommenc 
tions, the wage protection fund and the labour adiustril 
are in round terms—I do not know—$200 million and t 
other is $1 billion. You mentioned payroll tax in ba 
cases. Is it tied to the payroll tax? Is it a quid pro quo. 
your mind or is it, “We’ve got to do this,” and one sugge 
tion is to fund it through payroll? | 

Let me just finish off here. The fourth one: Your pe 
sion thoughts, I think, are extremely interesting. The o1 
philosophical argument that I get into down the road ¢ 
pensions is that I think employees feel they could tal 
money now in salary or defer their salaries into pension. 
think down the road, increasingly, individuals will sce tl 
pension as their money—no one else’s, but their mone 
Therefore, your recommendation, which is to tell them th 
they must take a part of their money and put into a lowe 
rated return, will it wash, I am saying, with employe 
down the road? | 

The last one: I did not see anywhere in here, in tern 
of the recession material or the economic outlook, recon 
mendations, as we go through this restructuring, th 
would encourage and help employees to acquire firms. 
thought that, just as the pension thing was here, we ma 
have seen some recommendations from the OFL in term 
of that being helpful. 
























Mr Wilson: First, we might comment on is the rate ¢ 
return. Do not overexaggerate it, because what I said was th: 
if you took a 20-year frame, given the rises and falls in th 
market, a stable investment in real estate is likely to yiel 
substantially not much less. It is going to be minimal und¢ 
the marketplace, I would argue, if you take a 20-year frame. 
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If you are talking about employee stock ownership 
as, the answer would be no, we are not interested in 
- You have equity in the company, you have investment 
he company but you do not have any control over it. If 
1 are talking about some of the experiments that have 
n engaged in in the United States and one or two in 
sada, where effectively a group of employees bought, 
trolled and operated a fund, yes, there is some interest 
some segments of the membership of my federation. 
sre is not an interest in others. It becomes an ideological 
ting point in many ways. 

Mr Phillips: That is why it is not here, I guess. 

‘Mr Wilson: You might say that we are not unlike 
yernments, trying to find the best solution for every- 
dy. 

Mrs Sullivan: He was not elected on that platform. 
Mr Phillips: The recession in the manufacturing— 


Mr Wilson: It is interesting. The person shall go un- 
ed who used to be very close to the Prime Minister 
dis now the chief executive officer of Campeau Corp. I 
scked numbers with him yesterday at a function I just 
ppened to be at and he was at. Our projection together 
s that I do not see any upturn in the economy until 
ybably the third and fourth quarter of 1992. And by the 
y, the prediction was a prime rate of about 10.25% by 
> end of the year, our bank rate, a prime rate. 

The other was the significant difference between 1982- 
and our coming out of ours. The 1982-83 line was 
nost straight up. It was a quick recovery and it was a fast 
d strong recovery. This one will linger like a shallow 
up bowl. For a long period of time we will have a very 
yw growth factor. Part of that is the restructuring applica- 
mn. 

If you look at the analogy we made with the 1979-83 
tiod in the United States, they went through a structural 
ipact upon their economy while our recession in 1982 
as a reaction to their restructuring. Ours was cyclical, 
erefore—for that and other reasons. But if you went 
ywn to the bottom of the pot, you would probably find 
it that was the most substantial reason. What is different 
yw is that they have undergone their restructuring. The 
ito industry was carved by a third, the steel industry was 
it in half. A great amount of their manufacturing base 
as severely restructured. We went through a cyclical turn. 
low we see the exact opposite. We are undergoing the 
‘structuring and they are in a cyclical downturn. They are 
idressing it through their policies to deal with their defi- 
tand the recovery of their balance of payments deficit. 

I see this recession in Ontario as not one that is going 
ibe enjoyable for anybody, particularly the workers. Why 
lid we specifically focus on the points that we focused on? 
ecause the people who are the most severely hurt are 
ose people at the lower end of the income scale or those 
2ople who have no control over the decisions that impact 
don them, that is, either workers in unions or workers not 
| unions. The reality of it now is that unions exert very 
ttle control over those investment decisions by, particu- 
rly, multinational corporations as to whether or not they 
ant to remain in Ontario and produce or whether they 
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want to go somewhere else. So what we are seeking is, in 
the budget, some indication of moving to protections for 
those people. 


1720 


Mr Phillips: One question I do not think you an- 
swered, at least directly is just that the presentation from 
the two banks today left me the impression that once we 
start out of the recession, which they think we will start out 
in midyear, and tramp on the accelerator the manufactur- 
ing jobs come back. 


Mr Wilson: To where? 


Mr Phillips: That is my point. I guess their point was 
that they come back to the plants that right now are still there 
and will just gear up. I am interested in your perspective. 


Mr Wilson: Where are the jobs? We are not seeing 
any influx of— 


Mr Phillips: I am asking the question. 


Mr Wilson: You have also to remember, I think, in 
the context of whom you heard it from, that banks never 
go through a recession. They win on the wave up and they 
win in a trough too. 

Mr Phillips: They just plain win. 

Mr Wilson: That is right. I think that message was 
conveyed to them, if I recall, by the Premier about a week 
ago, with great joy and enthusiasm throughout the retail 
and manufacturing sector of employers, who said: “Yes, 
that’s right. Why are we always taking the goring?” not to 
mention workers on mortgages and the rest of it. 

I do not see where the replacement of jobs will be. If 
we drift to a larger measure of part-time and service sector 
jobs, yes there will be jobs. If you are at a CEIC you count 
job for job, so it does not matter, to use the popular vernac- 
ular, whether you are flipping hamburgers in McDonald’s 
or whether you are a highly paid industrial worker. It is a 
job in their stats. Where it shows up is how many small 
businesses go belly up because workers do not have decent 
jobs that pay good money that allow them to spend in the 
local economy and in the Ontario economy. Therefore, | 
do not see where all of these jobs are going to be replaced 
as value jobs. The bank may be looking at numbers which 
talk about part-time jobs, that talk about accumulation of 
part-time-full-time jobs in the retail sector or jobs in the 
service sector, all of which are paid considerably less than 
the jobs we are losing. What we are losing in this province, 
by and large, is the well-paid industrial job that has been 
the mainstay of many of our communities. They are not 
going to be replaced. 


Mr Phillips: Just on the last, on the payroll tax, how 
tied are you, in your recommendations, to that being 
funded by payroll taxes? 

Mr Wilson: You are talking about the wage protection 
fund? 

Mr Phillips: Both of them. 

Mr Wilson: You could do it by that or by a combina- 
tion of the other measures we have proposed. Why we 
suggested the liability tax—t will be quick on it, okay?—is 
that we have had experiences, particularly in the garment 
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industry, where company A, owned by Mr B, closes down 
and then two weeks later he opens company C down the 
Street. It is essentially the same business. The workers are 
out of luck. Why? Because the company went insolvent. 
Insolvency means everything you have is an asset. It is 
already pledged and so there is nothing left for the workers 
to recover. But it does not prevent the owner and/or the 
directorship from moving down the street and opening up 
another operation. I said to you we did a little checking 
with some people we know in the banking industry. We 
asked how directors would react to that. They said they 
would simply increase their directors’ liabilities through 
private insurance. 

So there is any number of vehicles you could use. Then 
the insurance companies would have to bargain. 


Mrs Sullivan: Yes, I just think if you are sure that 
they could, given the extra liability insurance that is now 
required and the pollution protection and so on— 

The Chair: Come on. We are running a little late. 

Mrs Sullivan: It is optimistic. 


Mr Jamison: Are we finished? Okay. An interesting 
part of your submission, Mr Wilson: You allude to a struc- 
tural recession requiring a major labour adjustment strat- 
egy. Further on in your submission you mentioned one 
particular scheme or plan that went forward during the 
steel recession, the CSTEC. 

My question really is whether or not you could explain 
further what that particular plan was about and, secondary 
to that, what we as a government can do to assure the 
development of skills that are required for the future. My 
opinion is that we cannot do it alone. It is going to take a 
partnership approach. I would be interested in hearing your 
point of view on that. 

Mr Wilson: I guess the short and sweet of it is that 
Stelco and other steel companies understood that they 
were going to undergo a restructuring. The unions’ reac- 
tion to that was, “We have two choices, we can either be in 
the dialogue or out of it, but it is going to happen anyway, 
so we are far better to be in it.” 

Admittedly, the CSTEC experiment dealt with 
downsizing. What it did though was calculate that the peo- 
ple affected by the restructuring were going to have to be 
facilitated in such a fashion that they could be useful either 
in that sector or in some other capacity as workers who are 
home working for a living. So that is simply what they did. 
They approached it that way. They did not take the view 


that neither the company nor the union—that okay) 
worker is going to be unemployed. “We are sorry yo: 
unemployed and good luck.” I mean, they felt som, 
sponsibility for what they were going to engage inj 
then began to put in place the mechanisms that alla 
people to be able to recover themselves. That was ex 
tially the experiment of CSTEC. | 
Now there is another one, EEMAC, or the forest p 
ucts experiment out in British Columbia, the electrica 
dustry of forest products, where it is more proactiv, 
terms of talking about how people move within the in 
try or within the sector and keeping them active and 
fully employed. Of course, there is some difficulty » 
that now, not so much in the electrical industry now, 
certainly with the forest industry out west in that som! 
the federal government policies around the trade ag 
ment are causing great discontent on both sides of. 
equation. I hope that answers it, but that is a simple f 
of the discussion. 
Mr B. Ward: Just a quick question because it is la 
guess there are two avenues of thought. We are in a ret 
sion, I think, no one can deny that any more. We hav. 
admit that we are in recession and facing tough econo} 
times, but one school of thought is to take the laissez-f 
attitude of, “Do nothing; get your financial house in E 







the private sector will eventually pull it out.” The o 
school of thought is to direct government involvemen} 
do as much as possible through capital expenditures. ’ 
gist I get from this document is that it is the position of 
OFL that our government of Ontario should take a pro 
tive approach to battling the recession through capital | 
penditure programs and, as well, conducting that bat 
planning for the future through progressive policies, wh 
is what the four pieces of information that come from | 
document— 


Mr Wilson: We would argue that the governm 
should be an interventionist government when the mar 
prices are unable to meet the needs of the people wit] 
the jurisdiction of this province. | 

Mr B. Ward: Take a proactive approach to the rec 
sion. | 

The Chair: I would like to thank you on behalf of | 
committee for coming and giving your views. We appre 
ate the input. This committee is adjourned until 10 o’clo 
tomorrow morning. | 


The committee adjourned at 1730. | 


| 


| 
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The committee met at 1004 in room 228. 
PRE-BUDGET CONSULTATION 


ONTARIO HOME BUILDERS’ ASSOCIATION 


The Chair: We have a quorum, so we can begin. Be- 
re we begin with the Ontario Home Builders’ Associa- 
m, everybody should note that we have a new updated 
sion of the agendas for the next two weeks. 

Without any more ado I would like to welcome Al 
bfeld from the Ontario Home Builders’ Association. We 
ive half an hour. 


Mr Libfeld: I am the president of the Ontario Home 
uilders’ Association. I am also the president of Tribute 
orp, a large home builder in the Toronto area. Over the 
st eight years we have built over 4,000 homes. 

Ontario Home Builders’ Association is a province-wide 
‘ganization of 4,000 members. We have 33 locals, locals 
sing Toronto, Sudbury, Windsor, Ottawa, etc, and Kings- 
in of course. We pretty well cover the province. We build 
ver 80% of the new homes within the province. We also 
present the renovation market within the province. I ap- 
feciate the opportunity to speak with you today. You 
ave, I guess, our budget submission and we hope that you 
ill read it through carefully. 

As we all know, we are in some tough economic times. 
here is a recession going on, there is a war going on and 
‘ere was a lot of uncertainty in the marketplace which 
jused a lot of construction not to be built last year and, 
'e regretfully predict, this coming year as well. Interest 
ites were a concern; the matter of the GST was a concern, 
ee trade was a concern, and the war is also a concern. All 
10se first items are basically removed or being removed. 
lopefully, the war will end soon and that will be removed 
s well and get the buyers back to work. 

Last year, the starts in the province were 62,000, which 
fas a 33% drop from the year before. Just to give you a bit 
tore framework, in the very buoyant times of 1987 and 
988, we built over 100,000 units in the province. Last 
ear and this year we lost a lot of jobs. We, as builders, 
tid off many of our workers, our subtrades laid off work- 
ts, the suppliers of course had to lay off workers, and it 
vent further. It went into the manufacturers of appliances, 
f furniture, up and down the line, and a lot of these jobs 
rere lost permanently and some of them temporarily. 

We did a survey recently that predicted that, if the 
conomy does not turn around in the next six months, 20% 
f the builders in the province who responded suggested 
vat they will not make it through the next six months. So 
»is a tough economy and hopefully it will turn soon. We 
te optimistic that it will turn. We have not had good sales 
1 the Toronto area now for two years and the rest of the 
Tovince for about a year and a half. 















So there is some pent-up demand. Immigration is com- 
ing in and we are optimistic that, with the end of the war 
and the remainder of the uncertainties going and interest 
rates dropping, it will turn around. But we want to work 
with this government to help things turn around. We do not 
want to be caught in the same problems that we had in the 
last boom-and-bust cycle. It is no good to jump around 
from 100,000 down to 60,000 and back to 100,000. There 
are problems with that, getting the men in the good times 
and laying them off, which is even a tougher situation, in 
the bad times. 

We want to develop a partnership with this govern- 
ment. We want to work continuously. We are on call and 
we will answer any questions or come to speak to you. We 
want to educate as well, quickly. I want to emphasize 
“quickly.” As builders, we are very impatient people. If the 
house is sold and the lot is ready, we will go throw up a 
home in three or four months. That is not thrown up; 
please excuse that. It is put together properly and livable, 
and we are very proud of the product we build in Ontario. 
But it does go up in three or four months because that is 
our psychology and housing is important around the prov- 
ince. So in all the items I put in front of you today and 
everything else, we want to emphasize quickly. 


1010 

I would like to highlight some of the items to get us out 
of the recession and possibly stop the problems once we 
go a little further down the line and demand comes back. 

The first group of items is regarding economics, and I 
am only picking several of the items due to the time frame 
that we have here this morning. The first one is we want to 
urge the present government to maintain a strong commit- 
ment to deficit control and, thereby, responsible, good fis- 
cal management. We think that is quite important for now 
and for the future. 

The second in regard to economics is we are very inter- 
ested in promoting apprenticeship programs in construc- 
tion for young people. Young people, for whatever reason, 
do not look to the trades until they are a little later on in 
years, especially women. There is an education gap, for 
whatever reason, and we want to push that so that they get 
into it earlier on and they realize in high school that there 
is a very viable career alternative, that the dollars that qual- 
ified tradesmen can make are significant, $30,000, 
$40,000, $50,000, $100,000, depending on the craft and 
the level of skill and how hard the person works. It is quite 
appealing, and we want to ask for an advisory council for 
the construction industry to identify the labour shortages 
so that the apprenticeship programs get put into place 
quickly. 

We would like the government to further its commit- 
ment to infrastructure. We were very pleased to see the 
$700 million in the throne speech a couple of months ago. 
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The equation between infrastructure and development was 
made, and we were quite pleased to see that as well. But 
we want you to understand and the government to under- 
stand that infrastructure is the basis for everything getting 
done. You cannot build houses, you cannot build apart- 
ments, you cannot build schools, hospitals, anything with- 
out the infrastructure. It is the raw material. You need the 
roads and the sewers, and whatever further commitment 
the government can make towards that will solve a bunch 
of problems. 

First of all, it will get people back to work. It is pro- 
jected that the $700 million will create 14,000 jobs, but the 
spinoff after that will probably be even more significant 
because we can build the homes, we can build the apart- 
ments, we can build the social housing, all those things, 
and house the people and whatever else. We would like 
you to seriously consider increasing and continually look- 
ing at the infrastructure around the province, because it is 
becoming in short supply. 

Right now, we have a lack of demand because of the 
uncertainties in the market. Down the road the lack of 
demand will turn. There are people now knocking at all 
our sales offices. They are not ready to buy yet but they 
will be in the near future. once they think their job is 
secure. They need the bigger home or they want to move 
out of the apartment, or whatever the situation. We also 
have big immigration numbers coming in over the next 
five years, so we have to plan for growth and deal with 
growth in the future. 

The province previously announced the sewer and 
water corporation. It got a little bit of fanfare when it was 
announced about a year ago. We would urge you to dust it 
off, bring it forward again and basically push the agenda 
on it. We only got brief details on what it would do and 
what it would look like. I believe there is only one gentle- 
man and one secretary running this water and sewer corpo- 
ration as of now. It makes a lot of sense to deal with this 
cross-jurisdictionally, to put in water lines through many 
regions and whatever else, economies of scale. It makes a 
lot of sense and it helps deal with the infrastructure prob- 
lems. 

Our number one recommendation on housing is we 
want to urge the government to drop or rescind part III of 
the Development Charges Act. Part III, as you are proba- 
bly all aware, is the part of the Development Charges Act 
that deals with education. We firmly believe, as the major- 
ity of you do as well. that education is everyone’s concern, 
everyone's responsibility, and it should not be placed on 
the backs of new home purchasers. It hurts the affordabil- 
ity situation and it is just unfair for a new home purchaser 
to pay for something that his next-door neighbour, moving 
into an existing home, does not have to pay for. 

We are committed to going to court. Again, this is not 
news to any of you, but we have committed ourselves to 
go to court because we do believe it is unfair, and we will 
be going to court on constitutional grounds, subject to your 
not pulling the plug on this faulty bit of legislation. 

We made the argument when the bill was passed that 
you cannot count on the housing industry; it is boom and 
bust and we go through cycles. We are right in the middle 


of a bust. Eight thousand homes were sold in the gre; 
Toronto area last year. The numbers are much too lov 
put an appropriate figure to building the schools or hel 
build the schools. We urge you to live up to your ideal: 
this situation and remove the Development Charges 
before we have to spend our good dollars in the courts 
the government has to spent taxpayers’ dollars in | 
courts. 

The next housing recommendation is we would 
the land approvals process streamlined. It is cumbersox 
We have been involved in several studies with the gove 
ment over the last bunch of years. It takes a good 10 ye 
for a piece of farm land to become a piece of product 
land. We do not want to step on anyone’s toes. We wan 
the environmental things to be taken care of properly. 
want everything else to be taken care of properly. But 
want the time frames shrunk. Ten years is ridiculous fe 
municipality that wants to go forward on a piece of lan 
not be able to. It just takes that amount of time tal 
through the process. 

We have a parcel of land in Ajax now that has be 
designated. We want to build homes and social housing 









it and we have another two years to go. The draft pla 
not approved yet, which is part of the problem, but 
parcel has been designated that way for over three ye: 
now. It is five years to create something that will ig 
jobs, create housing, all the good things that we all Wi 
and need. 
What we are suggesting there is put together an u: 
brella policy to do it quickly. We are talking about 4 
months. I can build a subdivision of 200 homes in ; 
months. This government can go through the paper a 
decide what to do within that same time frame. We rea, 
think it is doable. We really think it is important for all c 
sakes so that the next time the demand comes back, as 
said before, we will have the quantities of land so that t 
price escalations will not be there. People will not be pa 
ing huge dollars and it will smooth out the situation. V 
would like the Ministry of Municipal Affairs to be t 
quarterback of this. We think it is in their bailiwick al 
that they can do it. Again, it is extremely important. | 
1020 | 
Other recommendations for short-term measures | 
speed up the approvals process are: | 
We would like rationalization of the condominium ai 
land titles registration process. It takes a year now to get 
condo registered, and it takes 12 to 18 months to get 
parcel of land through land titles. | 
We would like the establishment of the Seaton deve 
opment as a model for fast-track approvals. Seaton 
great, but we have got to get going on it. Seaton has bee 
talked about for ever and no homes are getting built ther 
It is a shame to waste that parcel of land when we ai 
going to need the housing units in the next little while. 
We would like nomination of more members an 
greater resources to the Ontario Municipal Board. Thing 
for whatever reason, get bogged down in the OMB. and 
do not believe they have the capacity to deal with ther 
expeditiously. It takes six months to a year to get to tri 
sometimes and sometimes it takes three to four months t 
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t a transcript for the judgement typed afterwards, which 
much too long a time, and it slows down everything. 

Our other recommendations are that we would like to 
vamp the non-profit housing. Basically, we want to get 
ore involved in it. We want, possibly, to go out to tender; 
cide in this location we want 1,000 units and let all the 
lilders, all the developers. everyone, go out and tender 
e project and forget the performance bonds. We all have 
ircels of land, but performance bonds are expensive and 
ey are prohibitive to a lot of our smaller members around 
e province. We want to build these units. 

We were very upset to see that the first piece of legisla- 
yn regarding housing was the rent control legislation, be- 
use of the retroactive nature of it as well as that it 
nores supply. We are concerned with supply more than 
iything else. That is why we are upset. 

To summarize, we urge you to read the document that 
e placed in front of you. I believe at the beginning of 
terms we mailed to you all a copy of Housing: Re- 





oring the Dream. It is very comprehensive and it outlines 
etty well all our issues and all our beliefs, and it pack- 
res them very well. If you have not received that or you 
ould like another copy, please give us a call and we 
ould make as many as you need available 

i have the experience to build—as I suggested, I 





ild—and our members make up engineers, architects, 
irveyors; we have municipal governments as members; 
e have lawyers, builders, contractors, suppliers, up and 
wn the gamut, renovators and developers. 

Next week we have the pleasure of meeting with the 
reasurer, and I thank you for the opportunity of meeting 
ith you. The door is open. I would appreciate meeting 
dividually, collectively, at any time or with any of our 
2ople. We have presidents around the province. If there 
‘e any questions, I would love to entertain them at this 
me. 

Mr Stockwell: I note that you are suggesting there are 
ding to be 55,000 new home starts in 1991. How many of 
1ose would be non-profit units? 


_ Mr Libfeld: It was a tough one. We doubled that this 
eek. We know the government is committed to the 
9,000 units and we hope you are successful in it because 
€ will become a part of building it, but we think that is 
verly optimistic. We know how to build and we are in 
uary now and it is going to take a little longer to get 
ding. 

The gross number was 55,000, which included the so- 
al housing. We are only guesstimating that they will be 
iccessful in the 10,000-15,000 range, but it is a guess. We 
dpe you build them all; we really do. 


Mr Kwinter: The 55.000 does include the 20,000? 


Mr Libfeld: Yes, it includes what we believe will be 
ithin the 20,000. We do not think you will make the 
),000. 


Mr Kwinter: That is the point I am making. Does it 
clude the 10,000 or 15,000, or does it include 20,000? 


Mr Stockwell: That is the point I was making. 
Mr Libfeld: It is 10,000 to 15,000. 














Mr Stockwell: So it is 10,000 or 15 you are putting 
in. You are saying you are not going to do 5,000 or 
10,000? 

Mr Libfeld: Yes. I am not sure where it is going to 
drop. 

Mr Stockwell: Then yourselves—let’s call it 15,000, 
you think—from the private sector you are going to do 
40,000? 

Mr Libfeld: Correct. 

Mr Stockwell: That is off from the 1990 numbers—I 
saw them in here—62,600? | 

Mr Libfeld: There was some social housing there, 
about 4,000 or 5,000, so 58,000 in comparison. 

Mr Stockwell: You are expecting the social housing 
to double? 

Mr Libfeld: At least double; hopefully, we will do 
more. 

Mr Stockwell: I do not think so. Next one: lot levies. 
With respect to the sewer improvement, schools, etc, you 
have taken a hard line on lot levies. 

Mr Libfeld: On the education portion. 

Mr Stockwell: Only the education portion? 

Mr Libfeld: The education portion is the one we are 
attacking. 

Mr Stockwell: You have regional councils weaselling 
in on that money as well. 

Mr Libfeld: We have alternatives. We are suggesting 
municipal bond financing. We are suggesting doing things » 
more in advance instead of retroactive levies dealing with 
the situation after the fact. You know, you have the need, 
then you get the levy and then you build the school, but 
people are already living there. We are suggesting that all 
governments deal with things beforehand. 

Mr Stockwell: So you build the school before you 
build the houses? 

Mr Libfeld: No. You build it in conjunction with the 
houses. You raise the dollars beforehand with municipal 
bond financing, general revenues, previously with the 
province’s dollars or a larger proportion of the province’s 
dollars. 

Mr Stockwell: You are not really fussed with munici- 
palities floating bonds, then? 

Mr Libfeld: That is what we are attempting to push. 

Mr Stockwell: You think that is a proper and sound 
financing method when it comes to infrastructure? 

Mr Libfeld: Yes; pay it off over a longer period of 
time. 

Mr Stockwell: Much like debenturing? 

Mr Libfeld: Yes. 

Mr Stockwell: Except the difference is that you 
would not have lot levies. 

Mr Libfeld: No. we have no objections to lot levies 
for services. 

Mr Stockwell: Like sewers and sidewalks. 

Mr Libfeld: Sewers and water, roads and whatever. 
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Mr Stockwell: You just do not want to pay for the 
schools? 


Mr Libfeld: No, nothing like that. 


Mr Stockwell: Let me go to the next house, the 25% 
affordable housing component and how you are following 
that rule or guideline—I am not even sure if it is law or 
not. I do not think it is because I know that some munici- 
palities are enforcing it, others are not, some have higher, 
others have lower. Do you find it difficult in certain in- 
stances to meet that and do you take your 25% offsite in 
most instances when you are building single-family resi- 
dential? 

Mr Libfeld: It is relatively new. There are a couple of 
plans going through that have been outside. There are a 
couple of municipalities I have dealt with and within the 
general area of the municipalities this section will be 25%. 
Everyone is doing it a little bit differently, from what we 
understand at this point. 


Mr Stockwell: We had a group in yesterday from 
legal services suggesting that in fact it is going offsite. The 
good development goes in this spot, then you take your 
25% and put it beside a highway. Do you find that to be 
the case? 

Mr Libfeld: Not specifically, no. 


Mr Stockwell: Is there much going onsite or is most 
of it going offsite? 

Mr Libfeld: 
onsite, yes. 

Mr Stockwell: Are you familiar with more offsite? I 
would like to know how this is working from your point of 
view. I do not think it is working. 


Mr Libfeld: Where I am developing. the municipality 
is doing it in areas, but it is not necessarily onsite. There is 
not one area less desirable than the other area. There are no 
major roads or trains or anything like that. So I do not 
believe it is a problem as of now. 


Mr Stockwell: Are you in fact meeting that 25%? 

Mr Libfeld: In co-operation with the towns. The 
towns are attempting to enforce it, and under their— 

Mr Stockwell: Definition of “affordable.” 

Mr Libfeld: —definition we are meeting it as an in- 
dustry around the province. 

Mr Stockwell: But the difficulty, again. is what is af- 
fordable. 
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Mr Libfeld: Every town has a different idea. 


Mr Stockwell: Metro’s definition of “affordable” is 
certainly different than some areas outside of southern On- 
tario, at least, anyway. 


Mr Libfeld: Everything is affordable in some of our 
areas in the province. 


Mr Stockwell: The other point is. with efficiencies in 
the system, etc, you are suggesting that the cost of houses 
would in fact be reduced, the cost of construction, the 
delays. etc. I am curious about that. I have always been a 
believer in the free market system, but I am also a firm 


I am familiar with a couple of projects 
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believer that those who build are going to charge wha 
market will bear.Do you not? Regardless of how efficig 
the system is, if you are going to make $100,000 a hou 
you are going to make $100,000 a house. You are 
simply going to drop the price because, “Gee, it’s a mé 
efficient and we can make more money here.” If a hous 
worth $300,000, you are going to sell it for $300,000 
gardless of whether or not $250,000 is a reasonable retu 


Mr Libfeld: We are in the business to make a doll 
but with quantities of lands competition will take over. 
do not have that problem in the majority of locations int 
United States where they do not have the Li eld 
problem. They put in the roads and sewers way in ¢ 
vance. For a very large home, you pay a third of what 
pay in the Toronto market. | 

That is not the problem. We want to build more. \ 
want to build for less money. It is the quantity of land th 
can get into the system, because there is not the infrastrt 
ture and that is the basic problem. There are only so mat 
lots in the next year and a half or two years, that can | 
built. If demand comes back, we are going to be faced w 
the same thing we faced in 1986, 1987 and 1988. We as 
industry do not want that. We would rather have 
smoother playing field, have the quantities there, ha 
people have more of a choice and bring down the prices. 


Mr Stockwell: Really, in a nutshell, you are sugge 
ing that during this economic slowdown the best thing { 
a government to be doing would be building the infrastrt 
ture, creating the lots earlier and then when the marl 
heats up again there will be enough on the market so 
are not driving the price out of people’ s affordable range 


Mr Libfeld: Exactly. | 


Mr Jamison: | just want to get a feel for the impi 
you feel your industry will have concerning the GST a 
its effect on your ability to provide housing at a reasonal 
cost. | 

Mr Libfeld: The GST was more expensive than t 
federal government suggested because of the land comf 
nent that is presently being taxed. There is a rebate 
inexpensive homes of 2.5% and there is a removal of t 
other tax, the manufacturers’ sales tax. In the Toronto at 
it is suggested that it will cost 1.5% to 2% more. Outsi 
of the Toronto area in the rest of the province, in t 
smaller locations there will not be a significant cost t 
cause the land component is not that significant. That 
basically where the difference is. So there is a cost of 1.5 
to 2%, but the problem with the GST is twofold. Numt 
one, they put an artificial cutoff date of 31 December a 
the majority of the builders, suppliers and manufacture 
basically delivered everything on 31 December. Now \ 
are all walking into the new year stop-start, so to spes 
and everyone is getting comfortable with using it so it 
not going to be the issue it was before. It is on the ba 
burner, so to speak. | 


Mr Kozman: My name is Brian Kozman. I am t 
director of policy and research. I think it is fair to say tl 
there was an anticipation on the part of the industry tl 
the GST would skew some buyers into the end of 19¢ 
That did not occur because of the obvious econon 
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wnturn. Builders who had hoped for that skewing, peo- 
bringing forward their buying decisions, brought a lot 
product on stream so there is a lot of unsold inventory 
ing out there. 

That created problems for us in so far as you now have 
yduct on the market, but no buyers. The carrying costs of 
yse houses and that land were very difficult and it has 
sed problems for builders. We were quite pleased with 
: statements made by the Minister of Finance just before 
iristmas that they were extending the deadlines for get- 
g back the rebates on some of that unsold inventory, 
cause I think there was a recognition that there were a 
of homes sitting out there that were posing problems 
-builders and developers in terms of carrying costs. 


Mr Kwinter: One of the statements you make is that 
less the economy improves, 20% of the home builders 
2 going to go out of business. What is your definition of 
improved economy? What things are you looking for? 
e interest rates the key? What is the key? 


Mr Libfeld: Interest rates are probably at the top of 
> list, and they are coming down. We did a survey 
1ong our members. We sent out to about 300 members 
d 116 responded. Of those who responded, 20% said 
2y were in dire straits and if it did not turn around in the 
ar future they would be out of business. That gives you 
idea. I think interest rates are a key, but we would like 
is government to consider a lot of the proposals that we 
ace before you today in the remainder of the document 
2 are placing in front of you. 
| Mr Kwinter: We have had two of the major banks in 
we and they are saying the economy is going to improve 
-mid-1991 and will continue to improve in 1992 and 
)93. There are some questions as to whether the interest 
tes are going to change because of the government's 
sire to put a cap and dampen inflation, so you could 
we this anomaly of the economy improving but interest 
tes not. What I am really trying to determine is, if the 
terest rates stay high and the economy improves, is that 
ing to solve your problem or is it still going to be a 
‘oblem? 

Mr Libfeld: That is fine, but high interest rates cost 
Ore to produce a home. It is part of the component. It 
kes time to build a home and whatever else and the 
chasers have to pay more for their mortgages, so it is 
ut of the equation. Of course we would like lower inter- 
trates, but a good economy with high rates is a catch-22. 
am not exactly sure. Normally it does not happen that 
ay. 

Mr Kozman: High interest rates are only one compo- 
‘nt of why the consumers out there do not have confi- 
’nce in the economy. They are uncertain about what their 
b situation is going to be. They are uncertain about job 
portunities. They are uncertain about what the war is 
ding to hold. All of those things interact, I guess, to influ- 
ice their buying decisions. They are making the biggest 
‘cision, in terms of a purchase, in their life and all of 
Ose things combine. Interest rates are a big component of 
at. In the mindset of the consumer, “I can’t get into the 
arket if I’m looking at 13% interest rates.” 






























Part of our concern is that that artificial barrier is 
blocking them from making a decision. Right now the 
industry is starting to get smaller-sized units on the market, 
looking at a lot of multifamily stuff, town homes, that sort 
of thing. The market has responded to the tough times by 
trying to put out a product that is more in line with the 
buying power of the consumer. I think if we have some of 
the things we are asking for in terms of a more streamlined 
land approvals process, more land on the market, more 
infrastructure upon which you can base the foundation for 
new communities, that is all going to help in terms of 
getting that buyer a bit more confident about his being able 
to follow through on his decision to buy a house. 


Mr Kwinter: The interest rates are more than artifi- 
cial because the higher the interest rates the higher your 
income has to be to meet the mortgage qualifications. You 
may be ready to buy a house tomorrow and then find that 
the interest rates have gone up 1% and you are no longer 
qualified, because the mortgage company does not deter- 
mine that your income is enough to carry the higher inter- 
est rate mortgage. 


Mr Libfeld: That is definitely part of the equation. 


Mr Kwinter: You talked about one of your recom- 
mendations dealing with the fact—I know this to be true— 
that the workforce is aging in the construction business 
because not enough young people are coming in. You are 
suggesting that the government has to really address that. 
One of the problems is that there is a social sort of hangup. 
The average mother would not be thrilled if her daughter 
came home and said, “I’m going to marry a bricklayer,” 
only because there is this kind of lack of appreciation of | 
the value of manual trades and skills and what they con- 
tribute to society. I think that is something everybody has 
to sort of contribute to changing, to give a social value to 
the fact that there are people out there doing these jobs. 

They are very lucrative. You know the standard gag 
about the doctor who comes to the plumber and says: 
“How come you’re charging so much? I only charge so 
much.” The plumber says, “When I was a doctor, I used to 
charge that much too, but now that I’m a plumber this is 
what I charge.” They make a great deal of money, but there 
is not that social acceptability. I think this is something the 
industry has a responsibility to work on as well, because it 
has to be shown that these are valuable jobs both in an 
economic and in a social context and that they make a 
valuable contribution. 
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That then carries on to the next concern I have. You are 
talking about the apprenticeship program. There are prob- 
lems because there are barriers to entry into the apprentice- 
ship program because there are controls put on by the 
people who are already in it. It is a matter of controlling 
their industry. How do you deal with that? 

Mr Libfeld: We suggested to the government as early 
as last week—we were in to see the Ministry of Skills 
Development—that we want the ratios to be changed. 
Anyone who wants to learn a trade should be able to get 
into it. It is tough when the ratios are four or five to one, 
five journeymen to one apprentice. The access should be 


F-80 


there. Not all firms, subtrades and contractors have teach- 
ing organizations, so you have four or five to one, but in 
essence maybe you have 20 to one and things like that. A 
lot of our trades and a lot of our workers in slow times and 
whatever go into the manufacturing industry. They go into 
all sorts of different aspects of our economy, but they are 
qualified electricians, they are qualified plumbers. We are 
a great training ground. We probably do more training than 
any other industry in the province and we are the largest 
employers, as of now, of any industry in the province. That 
is the way around it: reduce the numbers and we will get 
the people in there. 


Mr Phillips: I would like your estimate of what is the 
right number of new households each year that we should 
create. I know it is difficult. We know how many house- 
holds have been formed. What is the right number? Other- 
wise, in bad times you will be here looking for more roads 
and in good times you will be here looking for something 
else. 

My second question is, your advice to us here is, I 
think, during difficult times the temptation is to spend your 
way out of a recession but you do not believe this is the 
answer to Ontario’s current problem. Your advice to the 
committee, I think, is to spend more money on infrastruc- 
ture and to go further into debt by funding, through debt, 
schools and things like that. So both of those recommenda- 
tions are kind of, “Cut somewhere else, but spend here.” 
Knowing that almost 90% of our budget is health, educa- 
tion, community and social services, debt servicing and the 
stuff we are talking about, if we cannot cut elsewhere, 
would your recommendation still be to spend here and 
take the debt up? 


Mr Libfeld: It is very difficult to tell an unemployed 
bricklayer or electrician today, “You're sitting home be- 
cause we have other responsibilities.” The most important 
thing to him right now is to get out and get to work. 
Infrastructure will solve that problem, not only short term 
but long term. If we have the infrastructure in place, you 
will not need to know the quantities of housing units. The 
industry will build the quantities of housing units. When 
the demand is there, we will be able to build them because 
the infrastructure will be there; when the demand is not 
there, we will not build them. But we will not come to the 
boom-and-bust cycle with prices, because there will al- 
ways be competition. 


Mr Phillips: The problem is, you say, “Maintaining 
control of our deficit must continue to be a top priority 
with the government of Ontario.” I would think you are 
saying to us a higher priority than that is what you are 
recommending. 


Mr Libfeld: Municipal bond financing is spreading it 
all over a longer period of time. 


Mr Kozman: We are not talking about willy-nilly 
spending and going into debt in the province. We are talk- 
ing about a co-ordinated system whereby this government 
can get back into the business of providing infrastructure, 
upon which the growth of this province depends. In our 
opinion, that responsibility has not been there in the past 
little while. I think we would have liked to see more in- 
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vestment in the infrastructure, in the foundations of 
communities, upon which we have to build. f 
Obviously there seems to be a dichotomy of say 
‘““We want deficit control on the one hand, but on the 
hand we want to put in place more spending on infras\ 
ture.” We view that infrastructure as an investment. It | 
investment in the future of the province. It allows us t@ 
more homes built and it allows the province to get a i 
attractive commercial base and industrial base. I d 
think they are mutually exclusive things. I think the 
work together and I think that if we take a look at stre 
lining some of the problems we have identified, we call 
costs in other areas. 


Mr Phillips: As you know, we will wrestle wi 
here. Well, the Treasurer will. We will give him a nice 
report, but he will wrestle with what size the defi 
going to be. I just want to make sure that when you | 
that you realize your recommendations to us are g 
kind of two ways. 


Mr Kozman: | agree. | 


Mrs Sullivan: I am going to be all over the pla 
questions. I wonder, first of all, if you could give us 
indication of whether you have seen a move in your w 
force out of new home building into renovation, ar 
your membership. ! 

Mr Libfeld: Some of the members; my own fi 
a renovation wing. The economy was such that renov 
did not grow last year. Actually, people were conce 
about even renovating last year. It could be the case ir 
near future, but as of last year there was no move. | 

Mrs Sullivan: Are you seeing any indication that 
GST rules will mean that renovation becomes more : 
tive as a portion of the activity of your industry over 
next period of time? 

Mr Libfeld: All the surveys and all the econon 
suggest that it will reverse itself with new home const 
tion. New home construction was the larger of the 
They will reverse over the next little while. 


Mrs Sullivan: What impact would you see that | 
ing on your labour force? 


Mr Libfeld: Our labour force does the new ho 
and the renovation. We represent both industries. Our : 
trades do the work on both new and old product. | 


Mrs Sullivan: Basically what you are saying is 
although there may be a change in what the industry i 
fact doing, the labour force would be constant, no mé 
what it is. | 

Mr Libfeld: Yes. A plumber is a plumber. He 
work in a new home or an old home. | 

Mrs Sullivan: I was interested in some of your c 
ments on Seaton. I wondered if you had entered into’ 
discussions with the Ministry of Municipal Affairs rela 
to the R-2000 component in that Seaton project. if 
talked at any length with those people and whether 
thought it might be worth while to look at the buc 
initiative, at things like district heating. 

Mr Libfeld: I am not that familiar with district h 
ing, but it was very preliminary with the previ 
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vermment. We had several consultations with them and 
2000 was never mentioned. 


Mrs Sullivan: The third aspect relates to demographic 
ange and the impact that will have on housing starts 
er the next period of time, not immediately, but we cer- 
nly know the impact of housing starts as an economic 
Jicator. Is the OHBA looking at, say within the next 10 
15 years, a change in the nature of housing development 
a result of changes in demographics that may in fact 
ange the economic indicators over a long period of 
me? 
Mr Libfeld: We had a couple of speakers yesterday. 
e had the presidents’ and EOs’ conference in Toronto, 
here all of the 33 presidents from around the province 
me in for a two-day seminar. The economic speaker 
ggested it is going to be changed. The baby-boomers are 
‘ting older. They are going to possibly want move-up 
mes or condominiums and there are fewer people fol- 
wing us who are in the starter field, so yes, the demo- 
phics will change. The only wild card in the equation is 
amigrants and where they come from and what kind of 
jllars they are going to be either creating here or bringing 
ith them. 
; Mr Kozman: While there are going to be more move- 
) buyers in the market, it is also important to realize that 
is is only so much land out there to build upon. Bound- 
1 










ies are changing to try to meet the needs, but I think you 
’e going to be looking at more compact development, 
igher-density development, hopefully if the municipali- 
es are willing. I think you are looking at more multifam- 
y housing. The industry is equipped to deal with that, but 
'e need a partnership with the municipalities to bring that 
* The not-in-my-backyard syndrome that prevails out 
lere in many cases prejudices our ability to move towards 
vat higher-density type of housing and development. I 
ink that is going to have an influence as well, in addition 
the demographics that are going to be coming. 


The Chair: We would like to thank you for coming 
dday. We appreciate your brief. 
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ONTARIO GOOD ROADS ASSOCIATION 


The Chair: Our next presentation is the Ontario Good 
toads Association, David Murray, president. To the mem- 
ers of the committee, we are now running behind time. If 
ve could keep our questions brief and to the point, we 
ould still be out of here at a reasonable time. Please 
egin. 
Mr Murray: We recognize by the clock that we did 
un a little over with the last delegation. We will try to be 
8 brief as possible. I think you have been circulated a 
opy of the brief from Ontario Good Roads, and with your 
ermission I would like to just go through it quickly. At the 
nd of the presentation, if there are any questions of the 
Ommittee, we have some members of the board of direc- 
ors here and we would try to briefly answer those or 
larify. | 

My name is David Murray. I am president of the On- 
ario Good Roads Association. I would like to introduce 


my co-directors. With me are Dan Zakula, area superinten- 
dent, roadways division, regional municipality of Niagara 
and OGRA first vice-president; Robert Dempsey, OGRA 
second vice-president, and Len Rach, director of engineer- 
ing, transportation department, municipality of Metropoli- 
tan Toronto and an OGRA director. Also present with us 
this morning are Sheila Richardson, our OGRA executive 
director, and Diana Summers, OGRA policy adviser. 

On behalf of the Ontario Good Roads Association, we 
are pleased to be here this morning and discuss those is- 
sues that OGRA feels should be considered by this com- 
mittee as it develops recommendations for consideration in 
the preparation of the upcoming provincial budget. Mr 
Chairman, it did not go unnoticed this morning that your 
last delegation, the Ontario Home Builders’ Association, 
made some mention of the importance of roads infrastruc- 
ture, and I thank them for bringing that to your attention. 

OGRA is a municipal association with 750 member 
municipalities, both urban and rural, large and small. Mu- 
nicipal representatives who sit on our committees and the 
board of directors include both elected representatives and 
appointed municipal officials, so the interests of municipal 
road and bridge infrastructures are well represented. 

OGRA’s mandate is to present the road-related con- 
cerns of the municipalities to the provincial government. 
We are aware that the government is facing a large deficit 
that is expected to grow even larger. We also know that 
during the course of these hearings, this committee will 
hear repeated pleas for funding from a variety of deputa- 
tions, all requesting urgently needed funds for a variety of 
deserving causes. Yours is not an easy task and we wish | 
you well in your deliberations. 

We have come today, as in years past, to remind mem- 
bers of the importance of a road system in good repair and 
capable of meeting demands placed upon it. The throne 
speech provided an indication that this government is pre- 
pared to address the needs of the public infrastructure, and 
we of course welcome that initiative. 

As municipalities, we are ready and anxious to take on 
the challenge of meeting transportation needs and de- 
mands and placing these demands in the context of other, 
broader expectations of today’s society. We know, for ex- 
ample, that environmental concerns rank high on the pub- 
lic agenda and that the municipalities must keep this in 
mind as they embark on road-related projects. We are also 
aware that public transit will play an ever-increasing role 
in the movement of people, at least in our larger urban 
centres. OGRA recognizes and supports this role that pub- 
lic transit must play in our efforts to protect the enhance- 
ment of our environment. We believe that a balanced 
approach to the provision and maintenance of both roads 
and public transit will best serve our economic, social and 
environmental priorities. 

The problem, of course, remains where to find the nec- 
essary funds. We would like to reiterate our recommenda- 
tion that a one cent per litre fuel tax be introduced and the 
revenue generated dedicated to road needs. We recognize 
that dedicated taxes reduce the availability of funds for 
those sectors that do not have an obvious source of reve- 
nue, but we believe that public acceptance of increased 
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taxes will result if the specific target and use of the funds 
is indicated. 

Revenue from fuel taxes has been mentioned as a 
source for several possible initiatives, but OGRA believes 
that road needs are the legitimate recipient of those funds. 
We calculate that revenues from this source would go a 
long way to addressing the road needs in Ontario. 

I would like to emphasize that this is not a plea for 
more roads, but for better roads. Roads in good repair 
could help both our economy and our environment by 
moving goods and people quickly and efficiently. It also 
makes economic sense to spend public funds on road re- 
pair and maintenance, which is far cheaper than road con- 
struction. It also protects the investment of public funds 
that we have in our infrastructure. Perhaps we should also 
note that there is a high labour component of road projects, 
which will surely be important during the recessionary 
times ahead. 

Insufficient funding for roads is not going unnoticed. 
Today road funding is less than 10% of the provincial 
budget. Municipalities are doing what they can to help 
offset inadequate assistance from the provincial govern- 
ment. Almost 75% of the municipalities in Ontario are 
undertaking significant road work without the benefit of 
provincial subsidies, resulting in increased local taxes or 
increased lot levies. In fact, the full impact of government 
underfunding of roads has been cushioned by municipal 
decisions to provide road construction and maintenance 
beyond that covered by provincial subsidies. Compound- 
ing this are indications that the government will look to 
municipalities to assume certain roads or portions of roads 
that are no longer deemed to serve a provincial purpose. 

In general terms, we would like to caution the govern- 
ment that this is not the time to introduce new policies and 
programs which are to be paid for by municipalities. Sim- 
ply, if the government cannot afford them, neither can the 
municipalities. 

Another area that we would like to mention briefly is 
that of deconditionalization of road grants. As some of you 
may be aware, AMO—that is, the Association of Munici- 
palities of Ontario—has issued a discussion paper entitled 
New Dimensions, which recommends that municipal road 
grants and other conditional grant programs be eliminated 
and the funding allocated through a new municipal general 
support grant. 

OGRA is opposed to deconditionalization and believes 
that the road grant should be improved, not replaced. Right 
now, payments to municipalities are based on road needs 
and are responsive to municipal needs and the ability to 
pay. Within this grant, municipalities can determine their 
level of expenditure on roads, as well as their road needs 
priorities. We recognize that the existing grant system has 
many shortfalls that should be remedied and we have of- 
fered to work with the Ministry of Transportation to elimi- 
nate inconsistencies and duplication in the grant structure. 

OGRA recommends in the strongest possible terms the 
need to improve the existing road grant, not replace it. 
Some 160 member municipalities of OGRA have passed 
resolutions supporting this position. The issue of possible 
deconditionalization will likely be debated in the coming 


months and we wanted to take this opportunity to 
OGRA’s position on the record. | 

Another issue of prime importance to OGRA is 
need for grade separations and improvements to le 
crossings. The federal government seems intent on a 
cating its responsibility to participate in the funding 
grade separation projects. There are currently over 80 
standing projects awaiting approval in Ontario and } 
would like to hear what action the provincial governm; 
intends to take in the absence of leadership from the f 
eral government on this issue. i 








OGRA appreciates the opportunity to have these 
cussions with you. We wish you well in your deliberati 
and hope that our comments will be of some use to 
committee. 
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Mr Kwinter: In the years I travelled the provin 
literally from end to end, I would say the most comm 
request I had from municipalities outside of the grea 
Toronto area was for four-laning the highways in thi 
particular area. The feeling was that if they could o1 
have a four-lane highway, all great things would happen 
them; industries would locate there and they would hz 
economic activity, everything would be greater. 

What are your feelings about that? Do you think this 
a priority and this is something the government should, 
doing? 





Mr Murray: I do not think, in a simple form, that 
the total answer to what municipalities in the provi 
want. As an elected official—I realize that all of you : 
elected officials—certainly what I am hearing as the fi 
complaint, after dogs and loud music next door, is 1 
condition of roads that people drive day to day to so 
work. That seems to be priority 1. 


Some of the social things that were mentioned a fe 
minutes ago in the other presentation are what I choose. 
call motherhood issues, and they are very important. As: 
as the roads are concerned, in the north four-lane roa 
seem to be a high priority; I am talking about the true noi 
of Ontario. In the central southern section, I am not so st 
that four-lane roads are really the answer. The infrastru 
ture and the condition of those roads, to get to work a 
for services, seems to be top priority with the people I tz 
to. | 


Mr Christopherson: My personal background is ci 
and regional council for five years, so I am familiar wi 
this issue at that level and understand the funding pro 
lems. Aside from positions taken by councils, the one ce 
per litre fuel tax is something that at least has intrigued r 


I would like to ask a quick question, and I am ju 
suggesting this hypothetically. If the price of oil shou 
skyrocket as a result of the war and it were to stay 
extremely high levels for a sustained period, would y 
still feel that this is the best way to go? Or would th 
mitigate your recommendation and would you feel th 
with that situation happening perhaps this idea should | 
held off a little? What are your thoughts on that, if th 
scenario were to happen? Or do you still think this is 








23 JANUARY 1991 


F-83 


a aaa aa ieee ae | ea a a 


und, fundamental structure as to how we ought to be 
nding roads and the costs? 


_ Mr Dempsey: If I could answer that, my name is Bob 
empsey. I certainly appreciate the opportunity to talk to 
su. The one cent a litre fuel tax we calculate would gen- 
‘ate $80 million to $100 million a year. Interestingly 
x0ugh, that almost coincides with the dollars of deficien- 
es which the present Ministry of Transportation budget 
oes not fund. Municipalities, the upper tier in the counties 
specially, kick in close to $75 million a year in additional 
inding over and above what is subsidized, 100% munici- 
al tax dollars if you wish. 

The Canadian Automobile Association and all of those 
rpes, the Ontario Trucking Association, have all said there 
; a fuel efficiency related to fewer potholes. If we can 
rake the roads more efficient and move goods and people 
uicker, as opposed to idling on the Don Valley parking lot 
t 5 o'clock, then we are going to spend an awful lot less 
oney on fuel and the cost of fuel. If your government can 
ee its way clear to allowing the roads to be better quality 
nd higher capacity to move goods and people, then the 
rice of fuel is not going to have as big an impact on your 
conomy. 


Mr Christopherson: Let me very briefly follow up 
m that. Are you suggesting that the automobile associa- 
ions and those organizations would be supportive of this 
nove? 





Mr Dempsey: I am not sure what their official posi- 
ion is on a dedicated fuel tax, to be honest. I should not go 
m record as saying what they feel. I do know they support 
etter quality and higher capacity road systems, naturally. 


_ Mr Christopherson: It is how we fund it that has 
ilways been the bugaboo. 


Mr Stockwell: On the one cent per litre, I can see 
our argument. How long do you think before some gov- 
‘mment comes along and steals your one cent, though, and 
pplies it elsewhere? That is famous, for governments to 
edicate it for about a year and then steal it and put it 
iomeplace else, and then you are back here telling us, 
‘Gee, if we. could only get that one cent back, life would 
de wonderful again.” 

It never seems to work that way. Some government 
ledicates it for a year, then something comes along that is 
0 much more important and everyone cries they need 
noney and someone says, “Gee, we have about $100 mil- 
ion from the one cent a litre.” I would like to hear your 
Yomments. Do you really think that is going to stick with 
200d roads? Do you believe governments down the road 
ill buy into this dedicated one cent for ever? It will just 
ye another form of tax applied to the general revenues, just 
ike the tire tax was the first year it was introduced. 




















Mr Dempsey: That is exactly what I was going to 
iddress, the tire tax. The fishing licence was dedicated 
Owards restocking our streams. 


Mr Stockwell: The air conditioning tax on cars in the 
1970s. I am not blaming one government. They all do it. 


Mr Dempsey: The commercial concentration levy in 
downtown Toronto: I do not know whether that is dedi- 
cated to specifically relieving that problem— 


Mr Stockwell: It is dedicated to general revenue. 


Mr Dempsey: We feel it can generate $80 million to 
$100 million per year to the present approximately $725 
million a year subsidization budget that the MTO distrib- 
utes to municipalities. If that is increased by $80 million to 
$100 million and you wish to abandon the one cent a litre 
dedicated tax, as long as the $80 million to $100 million 
stays so that municipalities can do their long-range plan- 
ning of projects and you do not, all of a sudden, cut their 
transfer payments by $80 million to $100 million in the 
future, then I think our concerns are allayed. 

But I have the same fears that you do, that they would 
take away the one cent and then drop our transfer pay- 
ments by the equivalent amount. That would be disastrous. 


Mr Stockwell: In your recommendations, there is no 
guarantee that that one cent would stay. 


Mr Dempsey: I do not think we can guarantee what 
government is going to be sitting in power, either. 


Mr Stockwell: Exactly. The difficulty I have is that I 
believe the only way you stop governments from spending 
is not to give them the money. I think if you generated 
another $80 million to $100 million on one cent a litre, you 
guys would not be getting it inside of two years. 


Mr Dempsey: The one thing the government of On- 
tario has to remember is that for every dollar it spends, the 
municipalities pretty well match it dollar for dollar. 


Mr Stockwell: Not any more. 


Mr Dempsey: In order for us to qualify for the $80 
million to $100 million you would add to the budget, we 
would have to come up with $80 million to $100 million 
on average. The subsidization rate for transportation is 
about 50% across the board. So you are getting a $2 bang 
for a $1 buck, because the municipalities are coming up 
from the other direction to match your dollar. 


Mr Stockwell: It is kind of nice to be at the provincial 
level and be able to see the municipalities picking up the 
responsibility. At Metro we picked up responsibility for 
road improvements, etc, at 100-cent dollars. The comment 
I always made as a Metro representative was that the big- 
gest mistake we made was committing the 100-cent dol- 
lars, because it took the provincial government off the 
hook. Have you canvassed your members and asked them 
what their plans are in the future. If they keep picking up 
the 100-cent dollar programs, then really the provincial 
government can say, “Well, it’s getting done without our 
money.” 

What is their position on the 100-cent dollars? Are they 
going to continue to pick it up? If so, I think you are 
arguing against your case. I have always thought that way: 
“If you're going to pick up the 100-cent dollar programs, 
then don’t coming crying poor to me.” 

Mr Dempsey: I dare say you could avoid repairing 
the Gardiner Expressway. You had to spend whatever it 
took to repair it. You cannot abandon your duties. 
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Mr Stockwell: You could have avoided it. I was on 
council. You could have avoided repairing it: you close it 
down. And you expanded it by a lane. 


Mr Rach: The argument in terms of spending 100- 
cent dollars is quite valid. On the other hand, even with the 
100-cent dollar expenditures that the municipalities in On- 
tario are throwing into their road programs, we are still 
falling behind on rehabilitating the system. In Metropoli- 
tan Toronto, there is a long list of roads slated for recon- 
struction but there just is not the funding to reconstruct 
those roads at present. 


1110 
Mr Stockwell: Municipally? 
Mr Rach: Municipally. The money just is not there. 


Mrs Sullivan: In the NDP Agenda for People there 
was a recommendation made that the Trans-Canada High- 
way be four-laned and there was a budget figure attached 
to that of $100 million. Could you tell me how many miles 
that would buy? 


Mr Murray: It is difficult to say. In some areas of 
northern Ontario $100 million would not go very far. In 
other areas of flatlands, you can buy a lot more four-lane 
highway on a flat terrain than you can through a rocky 
terrain that curves around lakes, etc. So it is difficult to 
transfer $100 million into kilometres. It depends on what 
sections you are talking about. 


Mrs Sullivan: What would the range be—10 miles to 
50, or 1,000? 


Mr Murray: If I can just expound our position on 
that, we have talked to the Ministry of Transportation on 
this issue. What it is attempting to do is to develop truck 
passing lanes in certain areas and maximize the bang for 
the buck in that area, not an entire four-lane Trans-Canada 
from one end of the province to the other, realizing that is 
financially difficult to ever achieve. But there are sections 
where it would make sense that you could put in truck 
passing lanes, etc, to increase and improve the flow of 
traffic around people hauling campers and heavy truck 
traffic. So the $100 million, on our recommendation, 
should be studied very carefully and built as passing lanes 
in certain sections. 


Mrs Sullivan: How much does it cost to build on flat 
land, say, a kilometre of highway? 


Mr Murray: I am not sure of the budget figures, but 
to build something like a 401-type of cross-section would 
likely be a million dollars a kilometre, would it not, Len? 
Or would it be more? 


Mr Rach: I think it would be more. Generally speak- 
ing, to widen the metropolitan urban arterials is running 
anywhere from $2.5 million to $3 million per kilometre. 


The Chair: Is that just for a two-lane road? 


Mr Rach: We are talking of, say, widening a four-lane 
to six lanes or a five-lane road to seven lanes. 


The Chair: The numbers in the budget from last year 
have cost of highway construction in southern Ontario at 
$1 million per kilometre for two lanes, $6 million for four 
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lanes and $15 million for six lanes. So these numbers 
incorrect? i 


Mr Rach: We are talking of generally reconstruct 
the pavement and widening and moving utilities. We | 
not looking at property acquisitions or very expens) 
items. 

The Chair: Of course, you are talking about a dif 
ent type of construction with the 401. It has, what, a 
inch to 18-inch concrete base, with a two-inch! 
three-inch layer of asphalt on top? | 

[ 
; 


Mr Rach: Yes. 


The Chair: If you are talking about a northern ro 
you are talking about different grades of asphalt and so} 
because of freezing. Also, you are talking probably abi 
two layers of three-inch asphalt, which makes it a differ: 
cost, does it not? 


Mr Dempsey: The one thing you have to recall, Z 
what I do not think any of us talked about, is interchang: 
They are really where the money gets poured in, becat 
you do not know whether you want multilevel int) 
changes like the 400-401 or whether you can have at-gré, 
interchanges. That is where you can chew up an awful | 
of your dollars. To estimate dollar per kilometre to buik 
piece of road is really an individual estimate on each cas 


Mr Phillips: I just make the observation, because y 
mentioned 50-cent dollars, that I think that era is gone. T 
new government has committed that it will not impose | 


municipalities programs like that, where they fund part! 
it and then expect the municipality to pick up the other p 
of it. So I would not count on that in the future, becaus: 
think they said that if they launched a new initiative th 
would not impose that on the municipalities but rather w 
fund it. It may not be as easy to leverage those dollars 
the future. | 


Mr Dempsey: What I am quoting is the historical r 
ture of the amount of money spent by municipalities a 
the amount of money spent by the government in the roa 
and infrastructure in municipalities. It works out to som 


where around S0-cent dollars. 


Mr Murray: To take your question a little further, \ 
are finding, for example, in our municipality that our gra 
rate is 53%, 53-cent dollars. Our municipal council 
throwing into that pot, if you will, for strictly roads pu 
poses another $100,000 to $150,000 of tax dollars straig 
from our taxpayers. Our experience in our road prograr 
is that even with that influx of funds, direct tax dollars, v 
are just managing to hold our own relative to the roa 
with almost no new construction. It is almost a break-eve 
situation in our small municipality of 10,000 people. | 


Mr Dempsey: One document you may wish to loc 
at, and unfortunately we do not have it here to present 
you, is a brief done by the Federation of Canadian Munic 
palities. In it they tried to calculate the economic impact « 
spending $1 on roads to what it does for the economy. 
believe it was a factor of about two, but I am not sure. It 
something that in recessionary times the provincial go" 
ernment should look at, because, as we said in our brie 
road projects are very labour-intensive projects. It wi 


r 
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{i 
if 

















23 JANUARY 1991 


F-85 


ee 


efinitely help an unemployment situation. A healthy 
sonomy is an employed economy. For every dollar you 
yend on roads you are going to get it back in sales tax and 
icome tax and fuel tax, because your people are going to 
e busy and they are going to be back out spending again, 
s opposed to trying to maximize the impact of UIC 
heques and just being able to exist. 


_ The Chair: If you could send that brief along to the 
lerk, I am sure he would distribute it to the members of 
1e committee. I would like to thank you for coming today 
nd giving us this brief. The construction of roads is a very 
omplex, complicated and expensive topic, so it is nice to 


ave some input on this. Thank you very much. 


EXECUTIVE FURNITURE GROUP 


The Chair: Our next presentation is the Executive 
‘umiture Group, Mark Miller, president. If you could 
egin, please. 

Mr Miller: I would like to thank you for this opportu- 
ity to give a presentation to you on a topic that has been 
if some great concern for me and my business for the last 
wo to three years. 

Instead of reading my brief verbatim, I wish to summa- 
ize it and expound on some major points. I wish to de- 
cribe the nature of my business, furniture rental, describe 
particular problem with the provincial sales tax as it is 
elated to my business and recommend certain solutions 
vhich I hope in turn will be suggested for review by the 
tonourable Treasurer of Ontario. 

120 

| Iam the president of three furniture rental companies, 
wo in Toronto and one in Ottawa, and we have been in 
yusiness for well over 40 years. In case you may not know, 
1 furniture rental company rents furniture for residential 
ise and also to companies, but I am here before you to 
eally speak to you about the residential side of my busi- 
1ess. My company rents to individuals who wish to ac- 
juire furniture for their living room, bedroom or dining 
‘oom. I also supply homemaker packages which include 
itensils for the kitchen. I do carpeting, I do vertical blinds, 
“even do maid service. I do everything. 

In the past it has been very popular because little credit 
$ required to do so; second, it is very flexible for individu- 
ils to do so; and it eases personal financial pressures of 
noney tied up in other things. It is helping quite a lot of 
deople these days especially through the recession. 

I also rent to middle- and upper-middle-income people. 
The gamut would include newly arrived immigrants, stu- 
lents, victims of home disasters, separated or divorced 
Yeople, relocated employees, including diplomats, and I do 
lave quite a few politicians in the city. 

Furniture rentals have always been subject to provin- 
‘ial sales tax, and as a businessman operating in Ontario I 
lave always collected provincial sales tax and gladly con- 
tidered it my duty to do so. However, over the last 8 to 10 
years, a new service industry, which I do have respect for, 
las gained predominance in the housing rental market, es- 
Yecially in the larger urban centres. This can be described 
is the furnished suite or apartment hotel or furnished con- 
lominium, in other words, units that rent furniture for the 















living room, the dining room, the bedroom, that have 
kitchen utensils, that have maid service and supply every- 
thing else, but with one added feature, a shell to put that 
furniture in. They rent exactly as we do, but they are not 
subject to provincial sales tax. Often this industry achieves 
a substantially greater amount of rent because they are 
furnished suites. 

Five minutes from here, on Bay Street, there is a build- 
ing which, when the building was first created, I rented 
furniture to in a number of the units. Then the units were 
gradually converted into furnished suites. Right now, a 
non-furnished suite in this building you can rent for, say, 
$1,200 a month for a one-bedroom apartment. But now, 
with the furniture in it, it rents for $2,500 a month. They 
are not subject to provincial sales tax. This exists in an 
area—and I am only quoting as of April—where there is a 
0.5% vacancy rate in Metro Toronto and it is lower in the 
city of Toronto. 

Therefore, as a business renting furniture and paying 
provincial sales tax, I feel discriminated against as a busi- 
ness offering the same service. Furnished suites are con- 
verting vacant units and transforming them into a business 
on which provincial sales tax collection is not required, 
provincial sales tax without the government knowing it has 
taken on a regressive nature. I say this because the provin- 
cial sales tax seems to be encouraging furnished suites by 
not putting on the provincial sales tax, and is encouraging 
apartments or condominiums away from the marketplace 
where the lower- or middle-income people cannot afford to 
move into these units. 

Lhave two solutions, and I have a feeling I know which 
one would be preferred if it was taken. The first one is to 
really make our business equal to their business. When I 
purchase my furniture from the manufacturers and I pay 
the GST, I would like to be allowed to pay the provincial 
sales tax also at that time. I will pay the provincial sales 
tax so that my customers will not have to pay the provin- 
cial sales tax when they rent furniture. Or make it manda- 
tory that landlords, condominium owners or management 
companies that are renting furnished suites collect from 
their tenants or from their clients a provincial sales tax 
which makes up the portion of the furnished suite. Or I 
should say, they could calculate just how much they are 
overcharging on the suite for the furniture and collect the 
provincial sales tax on that portion. That too would make 
their industry equal with mine. They are in the furniture 
rental business; I am in the furniture rental business. I am 
collecting provincial sales tax; they are not. 

I feel quite emotional about this only because I know 
the industry very well, I know the people who run it and 
they are very nice people. The thing is, I know that when 
they purchase their furniture, which may be one of the 
questions you may raise, they often get their furniture from 
the manufacturer too, but they do pay the provincial sales 
tax at that point. I just want to have their industry recog- 
nized. It is such a new industry here in Ontario that really 
statistics are very difficult to find out. CMHC just has not 
done anything to really focus on the furnished suite mar- 
ket. I believe that with further study, this probably will 
become quite an issue. 
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In conclusion, my plea is for equality. Let us be equal. 
We are doing the same service and it should be considered 
equal under the provincial sales tax. 


Mr B. Ward: I would like to thank you for coming 
before us and presenting your concerns from your point of 
view in your particular service sector. I think part of our 
committee’s mandate is to provide opportunities for indi- 
viduals and organizations such as yourself and we appreci- 
ate your taking the time to come forth. 

One avenue for you to take—and you have expressed 
your concerns before us in a very articulate manner— 
would you consider perhaps preparing a brief for the Fair 
Tax Commission so it could evaluate your concerns as 
well? 


Mr B. Ward: You can take that under advisement. 
Mr Miller: Absolutely. 


Mr Hansen: What about apartments that have fridges 
and stoves? Are you going to call those furnishings or 
would you call them appliances? There are a lot of apart- 
ment buildings here in Toronto and all of Ontario. Are you 
including that in the 8%? 


Mr Miller: Let me put it this way. Often clients of 
mine need to have stoves, refrigerators, dishwashers and 
microwave ovens and I collect provincial sales tax for that. 
Yes, I would include that. 


Mr Hansen: I just wanted to get clarification there, 
because this would affect just about everybody in Ontario. 


Mr Miller: Yes, it would. Or exempt me from charg- 
ing. 

Mr Hansen: So the landlord that has two apartments 
with a fridge and stove would be required to remit to the 
government for that fridge and stove even though he only 
has maybe two units like that. 


Mr Miller: Yes. Again, I feel, for the appliances 
themselves, that would make up a very minimal part of it. 
If it was suggested that be exempt from taxation, certainly 
that would not bother me, because that is very minimal in 
comparison to what the complete furnished service offers. 
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Mr Hansen: | think the other thing too is that with a 
landlord possibly with a fridge and stove, let’s say the law 
came in on | May. does he take the valuation of that fridge 
as being worth $100 and the stove is $100 and you charge 
8% on that? These are just some questions referred to in 
the brief and it is something new to me. 


Mr Miller: Absolutely. When you talk about appli- 
ances, though, because that is not really my business— 


Mr Hansen: It is all part of it. 


Mr Miller: —and that is a completely different lobby. 
I was making a comparison of just one apartment before 
and when I said unfurnished, it did include a refrigerator 
and a stove. But adding the furniture and the extra services 
on, it increased by well over 100% in value on a rental 
basis and still no provincial sales tax was collected on that. 
That furniture will continue to be rented for well over five, 
six, seven years before it is renovated. 


The Chair: Are there any other questions from t 
committee? Seeing none, I would like to thank you f 
your brief and for sending it in early enough for us to ha: 
a chance to read it. 


CO-OPERATIVE HOUSING 

ASSOCIATION OF ONTARIO | 

The Chair: Our next presentation is the Co-operati: 

Housing Association of Ontario; Dale Reagan and Peng 
Bethke, if you could begin with your presentation, please 


Ms Bethke: Certainly. We would like to thank t: 
committee for offering us another opportunity to make 
presentation to you this year. My name is Penny Bethke! 
am the executive director of the Labour Council Develo: 
ment Foundation here in Toronto. I am also the preside 
of the Co-operative Housing Association of Ontario. Da 
Reagan is executive director of the Co-operative Housit 
Association of Ontario. | 

The Co-operative Housing Association of Ontari 
which we refer to in short form as CHAO, represents tl 
co-operative movement at the provincial level in Ontari, 
Our organization is made up of members of the Co-oper 
tive Housing Association of Ontario which include cu 
rently the 12 resource groups that develop non- pro} 
housing co-operatives across the province, the seven fede 
ations of existing housing co-operatives and a staff assoc 
ation largely based here in Toronto at the moment, a1 
there are other emerging federations and staff associatioi 
across the province that we represent. 

We currently represent approximately 25,000 hous 
holds of co-operative housing in the province, which a 
scattered among 400 housing co-operatives across tl 
province to date. There are several areas that I guess v 
would like to highlight in our presentation. I am going | 
spend my time talking about our first major recommend 
tion on non-profit housing supply and Dale will talk abo 
the other recommendations that we would like to make | 
the committee. | 

In our brief, our first point under the issue of non- prot 
housing supply is that beginning in the 1991-92 fiscal ye 
the government should include funds in the provinci 
budget for a non-profit housing program to follow up ¢ 
the successful but now exhausted Homes Now program. - 

We know that the NDP government has indicated i 
intention of initiating a large-scale non-profit housing pri 
gram in 1992, and currently is undertaking an affordab 
housing supply strategy planning process within the Mi1 
istry of Housing until 1992. But as some people would sa 
until the real thing comes along, we need a strong initiatiy 
in the coming fiscal year for a variety of reasons. | 

I will speak of something that remains very close to m 
heart. Given that the Homes Now program units hav 
largely been allocated to projects across the province an 
that all our resource groups have to look forward to in th 
coming year is an increasingly diminishing federal suppo 
for the development of co-op housing, whether it is at th 
national level or through their cost-sharing agreemeni 
with the provincial government, in order to have a suppl 
framework, an infrastructure that continues to exist acro: 
the province in regions like London and Sudbury an 
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tawa and Windsor, we need to have additional initiatives 
ming from the provincial government to get us through 
the point in time when a new provincial housing pro- 
ym is developed in the course of the next year and in 
‘ect implemented in 1992. 

Also, given my own connection with the labour move- 
ant, I am particularly sensitive to the fact that we are 
periencing a 60% to 70% unemployment rate in the con- 
uction trades right now and that housing traditionally, as 
economic stimulus, can provide roughly 2.2 jobs cre- 
od for every unit of housing built. 

So it is particularly important, during the recessionary 
ne, that we use a well-known, tried-and-true method that 
it only deals with the issue of job creation but deals with 
incredible need for affordable housing in this province. 
ne economic stimulation that can be provided has to be 
\ired with the fact that in a time of recession, with a 
ftening land market, particularly areas such as Toronto, 
know that this will be a time where we can conceivably 
ty land more cheaply. build housing more cheaply, and if 
er there was a time to invest more provincial money in 
e housing market, that this was it. We feel that this is the 
ne, in the coming year, where the province stands to get 
ore bang for its buck in terms of delivering housing units 
id creating jobs. Certainly this is a major reason for us to 
commend that a special initiative is required for the com- 
g fiscal year. 

As I have indicated, we would hope that this initiative 
ould be part of what would be a continuing non-profit 
ipply program, that the government would choose the 
on-profit and co-operative sectors as a centrepiece of its 
jitiatives in terms of providing affordable housing for 
mtarians in the coming years. 

Certainly the Ministry of Treasury and Economics has 

oparently provided projections that by the year 2000 there 
ill be approximately 450,000 people requiring rental 
ousing in Ontario. That would mean, in order to meet that 
eed alone. just the sheer growth in population, we would 
ed to develop an additional 18,000 rental units a year. 
hat does not address the need that the continuing expan- 
on of the public housing waiting list also has, that there 
as been a 60% growth in the last three to four years in the 
mmilies on public housing waiting lists. The non-profit 
nd co-operative tenure options provide a method for deal- 
ig with the full spectrum of need for those who cannot 
fford home ownership in the low and moderate income 
ands. 
One of the ironic things, I guess the co-operative hous- 
ig sector in particular, has not always seen itself as a 
Jajor player in the market, but we are responsible for a 
e portion of the housing starts in the province now 
ecause there is effectively no rental housing market here, 
nless you consider condominiums that have been built 
nd cannot be sold and are rented out because they just 
annot be dealt with in any other way and would stand 
acant otherwise. Non-profit housing has been one of the 
lost significant providers of rental housing in the last few 
ears. 

I think what is particularly important as well for us as 
ponsors of co-operatives across the province is that we 





















offer a choice in tenure for people in non-profit affordable 
housing initiatives. For some people, the non-profit land- 
lord-tenant model that the municipal non-profits and the 
private non-profits provide would be their choice. We 
know, from the kind of demand that we have to attend 
information meetings for new housing co-operatives under 
development and the phone calls our housing co-opera- 
tives and our resource groups and our federations get, that 
there is a high demand for co-op housing as an alternative 
in the non-profit housing tenure form. 

Last, one of the other initiatives that the co-operative 
housing association has been involved with in the last cou- 
ple of years has been the conversion of existing rental 
stock. We see this as an important initiative for a variety of 
reasons. Again, part and parcel of our principles has been 
the notion that people should have some control in the 
decision-making about their housing. Tenants have a right 
to this as well. Allowing tenants to purchase their building 
from their landlords, do necessary renovations and manage 
the buildings themselves gives an opportunity for us to 
provide those tenants with the security of tenure that they 
have not known in the private rental sector and, second, to 
address the needs of our aging housing stock for some 
kind of rehabilitation and renovation, at the very least to 
try to address energy conservation issues. 

In broad strokes, those are the reasons why we feel 
there has to be an initiative in the coming fiscal year in 
particular in the non-profit and co-operative housing area. 
Dale will talk about our other recommendations. 
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Mr Reagan: In order to make sure that we have time 
for questions, I am going to only briefly highlight the addi- 
tional areas where we have recommendations. I will touch 
in particular on housing on government lands and provide 
a little bit of background there. But I will only highlight 
without further comment the recommendations in the other 
areas, so we will simply leave it to any questions you may 
have for further background there. 

Starting with housing on government land, just as a 
little bit of background, I think all members of this com- 
mittee will remember that in 1987 the provincial govern- 
ment announced a Housing First policy under which any 
surplus provincial government land was to be made avail- 
able for housing development if the land was suitable for 
housing development, and if it was not suitable for hous- 
ing development, the funds generated through its sale 
should be targeted to a housing development fund which 
would be used for further housing initiatives. 

Of course, this announcement was greeted very enthu- 
siastically by ourselves and other housing advocates as 
providing a major opportunity for the development of af- 
fordable housing across the province. However, that enthu- 
siasm soon began to diminish when the promise of this 
initiative failed to be realized. There are a variety of rea- 
sons for that, including a simple inability among the minis- 
tries concerned, especially Housing and Government 
Services, to actually bring the land on stream as quickly as 
was needed. We have so far to date seen very little of that 
government land actually made available. 
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We were also concerned when we heard the details that 
the policy actually had a de facto requirement that only 
35% of the housing on provincial land be made available 
as affordable housing, and by that was meant the housing 
that is affordable to people up to the 60th percentile. The 
effect of this was that 65% of the homes created on gov- 
ernment land could jn fact be made available to people in 
the highest 40% of income within the population. So there 
was a major concern about that. Then we found in addition 
that the housing development fund which was to take the 
resources generated through sale of lands and make them 
available for further housing initiatives was never realized. 
It is simply a notional fund and those funds have never 
contributed to further housing development. 

So our recommendations are that all surplus govern- 
ment land for housing should be used exclusively for non- 
profit housing, except on larger sites where we recognize 
that planning considerations will require some variation on 
that. But in that instance, all of the housing developed 
should be affordable, albeit with a component of owner- 
ship housing on it. However, any ownership housing de- 
veloped on government land will need initial and 
long-term safeguards to guarantee its continued affordabil- 
ity, sO it is not only available to meet the needs of the 
initial owner but continues to be available in the long term. 

If this government policy is to have any practical ef- 
fect, we feel that it is necessary that all provincial minis- 
tries and agencies should be instructed to compile detailed 
inventory of their land holdings and be directed to work 
with the Ministry of Government Services and the Minis- 
try of Housing in a co-ordinated way to develop an action 
plan to bring those lands into housing use. 

Finally, we are recommending that the government fol- 
low through with the initial intention of creating a dedi- 
cated housing development fund when land is sold for 
other purposes, that the funds go into this housing devel- 
opment fund which would be used to generate additional 
non-profit housing opportunities. 

Those are our recommendations in the area of govern- 
ment land. 

We have three other areas of recommendation, which I 
will simply refer you to. The first has to do with the land 
transfer tax, and our recommendation is that all non-profit 
housing projects should simply be exempted from the pro- 
vincial land transfer tax. The current situation is that the 
government is charging the tax on the one hand and then 
subsidizing it on the other. The problem is they are subsi- 
dizing it with borrowed money, so it is actually costing the 
government more than it would simply to forgo the tax on 
non-profit housing. It would be a simple initiative and it 
would create significant savings. 

In the area of how we target government housing re- 
sources, we feel that two earlier initiatives, the Ontario 
home ownership savings plan and the low-rise rehabilita- 
tion plan, were both ill conceived and have failed to live 
up to their original purposes and we do not feel they have a 
place within the current government housing strategy. 

Finally, we feel that, even though it is not currently the 
issue that is most on people’s minds in a soft real estate 
market, nevertheless it is timely to consider reintroduction 
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of a speculation tax that would be directed at speculéi 
in non-owner-occupied housing in Ontario. There is sf 
background provided on each of those recommendat 
in our brief. 

Mr B. Ward: I would like to thank the delegatiort 
presenting such a progressive and forward-looking dé 
ment. I just have two quick questions and then I will a 
an opportunity for other questions. In today’s econ 
climate—we are in a deep recession and real estate pr 
are in fact falling in Toronto as well as other areas 
you feel that a speculation tax is still relevant and that 
committee should be recommending to the Treasury to 
plore the concept of a speculation tax in today’s econ 
environment? 


Ms Bethke: I think it is from the point of view 
this is the second recession I will have worked throug 
a non-profit housing developer. We know what hap 
after the last recession. There was a great boom in 
estate prices. So I would not immediately argue that ir 
ducing a speculation tax is inappropriate during a re 
sion but is appropriate during a boom period. 

In effect, having a speculation tax on non-owner-04 
pied housing or on land, if it is in fact the governme 
intention to provide the kind of stimulus in housing 
developing 20,000 non-profit housing units a year, | 
kind of entry into the land market will fuel land prices 
whatever you can do prior to that significant entry in 
market to hold the line on the softening land prices that 
have now experienced would be of benefit. | 

One of the unfortunate timings of the Homes N 
program was that it was introduced approximately a y 
before the peak in the land market. One of the difficui 
that many co-operative organizations had when the ¢ 
erment announced the program was in trying to go! 
and buy land once the government had made that 
nouncement, because people thought: “It’s the gov 
ment. The pocket is always deep; therefore, whatever 
market will bear is what we can charge these people.” — 

Believe me, we are in a very different situation to 
with the daily calls from developers who have condon 
ium projects that were ready to go and no market for th 
Suddenly they have discovered the world of non-pr 
housing, which they discovered seven or eight years ¢ 
and are back to talk to us again. | 

So I think what we would like to see is a way 
dampening speculation in land, which will always rem 
one of the three fundamental components of the cost 
developing non-profit housing. In order to reduce the 
tial capital cost and the long-term subsidy cost to finance 
those non-profit housing projects, we think you can 
something about dampening speculation on land. 


Mr B. Ward: Just to follow up on the two progré 
you recommend be eliminated, the home ownership | 
the low-rise, which you touch on at the back of your br 
is there anything else you would like to expand on ab 
your feelings on those two programs? Are they simply 
working or inadequate and the moneys could be spent I 
ter elsewhere? 
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Mr Reagan: Yes. We have not put these recommen- 

itions at the forefront of our brief. They are not very 
uch on our minds. I do not have the figures on the takeup 
>the Ontario home ownership savings plan, but it has 
2en very small compared to what was originally prom- 
ed. We do not figure it is going to have a major impact. I 
jess our Overall position is that government expenditures 
jould be directed towards non-profit housing or should be 
irected to non-profit initiatives rather than providing as- 
stance to housing which takes its place in the market and 
as no control on its ultimate cost. 
- This program has so many built-in deficiencies which 
scount for the lack of takeup. It is not a practical mecha- 
ism for actually accumulating a down payment on the 
ind of housing available, especially in the Metro Toronto 
jarket. We feel that it is being used largely not as a way to 
enerate savings to purchase a home, but as a tax shelter 
nd as a way to buy into the reduced land transfer tax that 
; available as part of the program. For a very nominal 
bution you become eligible for the reduced land 
‘ansfer tax. and it is a disproportionate kind of benefit. 
‘hat the program was ill designed is our main concern, 
nd so we feel it can usefully be eliminated. 
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The low-rise rehab program brings us into the much 
urger area of discussion of how the private sector rental 
jousing industry needs to deal with the aging housing 
tock. I am sure, as part of the rent control review process, 
hose kinds of issues are going to be examined in depth, 
wut the solution is not to have an open-ended kind of pro- 
am where there are no tests as to whether the landlord 
jas made an honest effort to maintain the housing over 
ime and it is simply available as a grant if you want it. 
(here have to be some kind of controls built into those 
rograms to make sure that they are going to serve the 
ntended purposes. Those controls simply do not exist in 
his program. 

Mr B. Ward: And on that basis you recommend that 
he program be ended? 


Mr Reagan: That is right. 


Mr Phillips: Thank you for your presentation. I would 
ike to get a dimension on the moneys that we should be 
hinking about. I think in An Agenda for People it was 
$190 million in year | and $380 million in year 2. Is that 
he kind of order of magnitude that we should be looking 
it in terms of including in our budget for your recommen- 
lation? 

Mr Reagan: The figures that are associated with the 
domes Now program. the 30,000-unit initiatives, when the 
yperating subsidies involved under that program are ma- 
ure, over a three- to five-year period in the case of Homes 
Now it will be something over $300 million a year, so for 
20,000 units a year at maturity, using the Homes Now 
‘inancing vehicle, we would be looking at $200,000 to 
5250.000 mature subsidies if the financing that was used 
‘or Homes Now is available. 

In fact, we are very conscious of the very significant 
20sts that are involved in the supply-side subsidies in- 
volved in constructing non-profit and co-operative housing 








and we are currently working with the provincial Minister 
of Housing to examine an index-linked mortgage instru- 
ment which we developed for the federal co-operative 
housing program, which has just completed a five-year 
experimental phase. 

Canada Mortgage and Housing has evaluated the in- 
strument and found it to be very successful in reducing the 
long-term costs of providing funding for housing, so we 
are recommending that it be introduced provincially. I do 
not have a direct comparison against the Homes Now fi- 
nancing, but as compared to conventional financing, Can- 
ada Mortgage and Housing found that it reduced, in net 
present dollar terms, the cost 20% over the life of the 
mortgage. 

If the government were to follow through with that 
kind of initiative, then the annual costs would be reduced, 
but that is still under discussion. I would say $200 million 
to $250 million in that region, for operating subsidies 
using current program design. 

Mr Phillips: I am just trying to get an idea of when 
we reach your objectives and we look at the budget. You 
think it would be an additional $200 million to $250 mil- 
lion. Is that the way we should think about it? 

Mr Reagan: Using the ministry’s cost figures for 
Homes Now. 

Ms Bethke: Yes, and in particular and I am mindful 
that we are talking about this current 1991-92 fiscal year, if 
in fact there is a provincial index-linked mortgage instru- 
ment that becomes available to use with the future provin- 
cial program, then a recalculation of what the exposure in 
terms of long-term subsidy dollars would be. 

We would also have to take account of the extent of 
our zero-dollar land leases on provincial government 
lands, and that impact on reducing the costs. There are a 
variety of ways of having it impact on reducing the costs 
on financing this program. Certainly, the province can do a 
great deal about land and about the cost of the money to 
finance projects. 


Mr Phillips: But at this stage we should be thinking 
about $200 million or something like that. 


Mrs Sullivan: The area that I represent has had expe- 
rience over the past five years in a really enormous change . 
of community interest in providing non-profit housing and 
an enormous surge in co-operative housing involvement. 
As well, we have gone through a very trying experience in 
bringing government land on stream and providing an 
affordability component on that land in that area that hap- 
pened to be located in Glen Abbey which, as you under- 
stand, was planned development, but there were certain 
attitudes that existed there. That was a relatively small site 
in terms of government land that is available. How do you 
define a large site? Are you talking about a 200-acre site? 

Ms Bethke: Yes. we would call that large. Normally a 
10-acre site, I believe. in our policy is where we would say 
this constitutes a large-scale site. For example. there are 
half a dozen sites in Metro Toronto that have been identi- 
fied as sites that the Ministry of Government Services is 
going to release. My own organization is doing a develop- 
ment on the former site of the chief election office on 
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Lombard Street, which is a half-acre site. That is the small- 
est of the sites. 

I am not sure exactly which is the largest of the sites, 
but I suspect it would be the Keele-Falstaff site, the Minis- 
try of Transportation site, near Keele and Highway 401, 
and that is roughly 10 acres. Obviously, not all communi- 
ties would see the development of neighbourhoods, for 
example, like the St Lawrence, coming into their 
neighbourhood, that scale of non-profit housing develop- 
ment as being appropriate, and even in the St Lawrence 
there has been mixed development. There is condominium 
development there as well as non-profit housing develop- 
ment. On that large-scale a site we are not looking to cre- 
ate what people will rationally or irrationally perceive as 
ghettos. We are trying to create natural communities, and 
natural communities have an income mix and a wide range 
of income mix, not in a very narrow income band either 
for the very well-to-do or for the very poor. 


Mrs Sullivan: It is interesting representing a riding 
from outside of Metro Toronto, as I think most of the 
people in this room do, to see the different concepts of 
what a large parcel of government land is in comparison 
with what is considered a large parcel in downtown To- 
ronto. Land holdings in my area are in the 100-acre to 
200-acre size. 

One of the things that struck me this morning was the 
Ontario Home Builders’ Association’s estimate of housing 
starts. Their estimate was that realistically perhaps 10,000 
to 15,000 units of non-profit or social housing would come 
on stream in the current fiscal year. The government has 
announced its intention to allocate 20,000 non-profit hous- 
ing units. Those of us who were involved in really encour- 
aging and working within our communities to get the 
Homes Now program moving ahead saw that in fact what 
we had anticipated occurring and hoped would occur over 
a very short period of time is taking a lot longer period. 
Are we building too many expectations in the community 
on the government side by saying, “Yes, we’re going to 
have 20,000’? When do you see that delivered? 


Ms Bethke: Part of this has to do with having a sup- 
ply framework that can deliver those units, and 30,000 
units projected to be delivered over three years would have 
been 10,000 units a year. I suspect that in the municipal 
non-profit and the co-operative sectors, we were better 
able to move on that. We did not have the advantage that 
the municipal non-profits have of land banking, for exam- 
ple, so I know one of the major hindrances for the co-oper- 
ative movement in responding to the initial proposal call 
was that we did not always have land to attach to our 
non-profit sponsors, that we had to go out in a very hot 
market and try to acquire it. 

As a consequence, the co-operatives did not get as 
large a share of the unit allocations under the Homes Now 
as we thought we could have reasonably expected. The 
minister at the time, Chaviva Hosek, said to us that the 
reason for this was that private non-profit groups, like 
church groups, came forward and surprisingly had land 
available. My own suspicion is that there may have been a 
lot of well-meaning but inexperienced sponsors who 
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market, had no idea how complex a process this was goi3 
to be. 
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I am not sure that even with the most co-operati 
municipal government—I use the city of Toronto as 
example. We have historically seen it being favourable } 
the development of non-profit and co-operative housi 
but the planning processes in the city of Toronto are lon 
than anywhere else. With two- or three-year developmel 
time frames to get a shovel in the ground, that is a lot 
energy for volunteers to track a process. If there is not 
experienced group of people, such as I know exists in t: 
co-operative housing resource groups across the provin¢ 
to assist groups in getting through that process, it does ta: 
a long time to get through. But it is fundamentally a a 
complicated process and the mere announcement of t 
program during a boom period did not give us fast-tim 
municipal approval and did not immediately give us exp 
rienced people who could manage their non-profit projec 
through the process. 


Mrs Sullivan: You have not particularly put any ef 
phasis on streamlining the process, but it seems to me th 
the cry has been not only for the money and commitme 
but also a streamlined process. I assume you want to u 
derline that again. | 


Ms Bethke: Yes. We made a presentation to the Mi 
istry of Housing several years ago on how at least t 
administration of the Ministry of Housing could be streat 
lined. At the time, we were remarkably smug, becau 
basically the ministry turned around and announced wh 
we had suggested it do. | 

I do not think there is a resource group across t 
province that has see any evidence of streamlining in t 
processes of the ministry. It has been the most gallii 
thing for me, to have spent the energy we did in sayil 
“This is how you could make things work easier,” but 
guess it is the way of bureaucracy. They were not prepar 
to take more of a hands-off attitude to let things mo: 
along a little more quickly. I do not know what the pro 
ince can do about streamlining the municipal apprové 
process; that is Ministry of Municipal Affairs turf. I a 
assuming that carrot-and-stick methods need to be used 
facilitate the achievement of the provincial objectives 
the housing policy statement. | 


Mrs Sullivan: You talked about maintainir 
affordability over the longer period on ownership of hou 
ing on government land. Has your organization looked 
land trusts such as are used in some of the American stat 
and in Britain? 

Ms Bethke: Yes. It happens that I am the secretary 
the board of directors of the Inner City Land Trust 
Metro Toronto. There are currently two co-op housing lat 
trusts, one based in Toronto, one based in Ottawa. We a 
currently having a major debate with the Ministry 
Housing around certain fundamental issues. They are n 
sure the co-operative housing movement can be trusted 
have a land trust, in effect to create out of our land 
co-operative of co-operatives so that our housing remai 
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fordable and non-profit after the mortgages are paid off 
own the road. 

- There are many legal impediments in the incorpora- 
ons of co-operatives currently and in the agreements with 
overnment, but when the agreements with government 
‘e terminated we want to see a way of maintaining that 
sset in a non-profit co-operative sector. The issue of land 
usts has been discussed by our movement nationally for 
ie last eight to 10 years. Finally, two land trusts have been 
reated in Ontario and our national organization is continu- 
ig to try to develop a policy about what the ground rules 
or land trusts across the country would be. 

At the moment they seem to be primarily a vehicle 
lated to new housing development. When co-operatives 
lady own their land, like any other Canadian they do 
t know why it should be put into a land trust. The idea of 
wning the land is good. We have not yet entirely sold the 
“ housing sector on deeding their lands to a land 





‘ust. but certainly some major work has been done so that 
little over 2,000 units currently of co-op housing in the 
fetro Toronto region are in a land trust. 


Mr Christopherson: If you have already acknowl- 
ged this during your presentation. I apologize. I was 
tying to read it at the same time as listening; I am partially 
uccessful at that. Thank you very much for coming today. 
yiven the time constraints we are under, I will move 
juickly to a question. 
_ Under II, item 2, “Ownership housing developed on 
fovernment lands must initially be affordable (as defined 
the Planning Act policy statement) and measures should 
ke taken to safeguard the long-term affordability of such 
iousing.” What type of measures did you see? Most things 
have heard about so far have been a time period. The 
riticism of just a time period—three, five years—has 
en that at the end of that time period you still have the 
miginal problem and over the long term will negate the 
nefits of the original initiative. Did you have anything in 
nind? Have you thought of any mechanisms that should 
de looked at? 

Mr Reagan: Quite frankly, we have not. We have 
en making exactly those kinds of points to government 
ince the initiative around government land was intro- 
luced. There was no target for non-profit housing set on 
sovernment land, simply the notion that it would be 35% 
\ffordable. all of which could be ownership housing with 
10 built-in mechanism for guaranteeing its long-term 
iffordability. 

We are not aware of any sure-fire way of controlling 
ipeculation on ownership housing over the long term. We 
‘now that various kinds of shared-equity approaches have 
Jeen introduced so that some of the gain that comes upon 
esale is recaptured and perhaps directed back into further 
levelopment. That kind of approach might merit explora- 
ion, where if there is an increase some of it is used for 
iOcial purposes. 

That is exactly our concern and we are not sure there is 
lready answer. 



























Mr Christopherson: Did you give any thought to the 
dea of the leasing of the land, a 99-year lease, where in 


effect the province still maintains control over the land and 
therefore can put certain attachments to it in terms of what 
can be done? I did not throw that out initially to see if you 
came back with it. That was probably the closest thing to 
an idea that might work that I have heard, and I wonder 
what your thoughts might be on that. 


Mr Reagan: Leasing was our preferred model. We 
prefer leasing to property sector land trusts in the case of 
co-ops and land trusts in the case of non-profit. We were 
told that leasing of ownership housing was not on the 
table, that it would not be achieving the purposes the gov- 
ernment had in mind in creating an ownership housing 
opportunity for people. I think there is some merit there, 
but at least in our discussions with the previous govern- 
ment—we have not had any discussions with the current 
government on this—we were told it would have to be a 
pure ownership model. 


Mrs Sullivan: Where was that resistance from—MGS 
or Housing? 


Mr Reagan: We have dealt with Housing on this. As 
you know, there is a deputy minister responsible for gov- 
ernment lands who has been dealing with this area, and 
most of our dealings have been with him. 


Mr Hansen: My question is sort of an answer: that 
the Ontario home ownership savings plan should be elimi- 
nated. It has only been in for two years. After talking to the 
Ontario Home Builders’ Association, taking a look at peo- 
ple who are saving money here in Ontario to get into the 
private market—I know we all have interest groups. Your 
interest would see that this be discontinued and go into 
co-op housing. I am not against co-op housing. | started 
back in the late 1970s involved right at the very beginning 
in the Niagara area. It is one of the largest items down 
there and they want to get more into the rural areas also. 

The question comes that we take this money out of the 
private sector and give it back as RHOSPs or, as it hap- 
pened once, that you could go out and buy furnishings, and 
then wind up folding the plan. Do you have any thoughts 
on this? You said to eliminate it. 


Ms Bethke: Our sense is that whenever the govern- 
ment—and this includes the federal government—has cre- 
ated home ownership schemes, if the scheme allows 
$5,000, $10,000, $20,000, what you have effectively done 
is add $5,000, $10,000. $20,000 to the price of the home. 
That, for us, is the fundamental difficulty. We do not be- 
lieve you are reducing the cost of the housing to the first- 
time home buyer by creating these schemes. All you are 
doing is raising the ceiling of the price those people are 
going to have to pay. I think that is part of our very simple 
sentiments in the matter. 

To reiterate our concern, we are very cognizant of the 
limited financial resources the government has. If you 
want to invest in housing that will remain permanently 
affordable, we do not know how you do that in the private 
ownership market where there is an opportunity for a tax- 
free capital gain at the end of the day. 

Fundamentally. the initiatives for first-time home buy- 
ers have always been good for the initial group that has 
been able to buy those homes. They have won the lottery. 
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For everybody else, the prices of those homes have risen to 
market. The people who were involved in the assisted 
home ownership program schemes 10 to 15 years ago 
were able to hang on when interest rates went through the 
roof and their loans became due after five years when their 
mortgage rolled over. They are the ones who profited from 
that. But those homes have not remained entry-level 
homes after the first-time home buyer had gotten them. 

We have a fundamental intellectual problem in figuring 
out how to solve that, because that is the way the market 
works. It could be that a 99-year land lease, if you could 
find a mortgage lender who would lend people money on 
that basis to finance the cost of the home—that was our 
understanding at some level, that leasing land and condo- 
minium ownership did not mix, that you had to have free- 


f 
hold title if you were going to have some kind of congo 
minium ownership. 

I think those two things are just fundamental in « 
attitude. I certainly recognize the desire of people to 0} 
their own home. We would like them to think about co: 
housing as a way of owning their own home without | 
Opportunity for speculative gain on an investment. 


The Chair: I would like to thank you for comi, 
today and giving us this brief on the co-operative mo* 
ment. If there are any further questions, we could perhi 
talk to you a little later on? 

Ms Bethke: Absolutely. | 


The Chair: This committee is now adjourned unti’ 
o’clock this afternoon. 


The committee recessed at 1212. 


— 
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AFTERNOON SITTING 


The committee resumed at 1406 in room 228. 


AUTOMOTIVE PARTS 
MANUFACTURERS’ ASSOCIATION 
_ The Chair: I am going to include myself in this and 
ee a quorum here. We will begin with the Automotive 
‘atts Manufacturers’ Association. Steve Van Houten is 
resident and Jim Carter is the director of policy develop- 
nent. 


Mr Van Houten: Thank you very much for the oppor- 
unity to appear before the committee and to present to you 
nformation about the state of the automotive industry in 
Yanada as we see it, and the ways in which that bears upon 
wr should bear upon the financial, economic and legislative 
janning of the Ontario government. 

I have made arrangements to have a slide projector 
jere and a screen and we are fully equipped. With your 
ndulgence, Mr Chairman, I will use the slides as I go 
hrough the discussion. Of course, I would be pleased to 
sntertain questions or interruptions throughout or after, as 
jou or committee members wish. 

_ First of all, just to size the industry for you, to profile 
he industry a little bit, the automotive industry in Canada 
s one of the very largest industries in this nation. The 
ndustry total, the vehicle sector and the parts sector to- 
yether—these are 1989 vintage figures—produced approx- 
imately $43 billion worth of goods, vehicles and parts. 
Most of that is vehicles and about $15 billion worth of 
garts. Although these are national totals, approximately 
30% of the production in both the parts sector and the 
vehicle sector in Canada is in the province of Ontario. So 
we are a $12-billion or $13-billion industry in this prov- 
ince. 

You should also know that 80% or better of that pro- 

duction total is exported. So we are a major generator of 
foreign exchange, foreign currency. Almost all of our ex- 
ports are to the United States. There are from time to time 
exports to other countries as well. 
The employment figures are interesting. Direct em- 
ployment of 160,000 was shown for 1989 and again 90% 
of that would be in the province of Ontario. That is direct 
employment. The spinoff impacts in sectors that produce 
goods that we consume or provide services that we con- 
sume etc, would be about triple that figure. Again, 90% of 
it would be in Ontario. 

You should know, however, that it is a measure or an 
indicator of the way in which events are moving very rap- 
idly in our industry that those numbers are already sub- 
stantially out of date. In the parts sector alone, we have lost 
approximately 10,000 jobs from that figure. We are no 
higher than 75,000 direct jobs currently. 


Mr Kwinter: Are those permanent losses? 


Mr Van Houten: Almost all of them are. There will 
be very few that will return. Some of course are the result 
of plant closures, bankruptcies, companies rationalizing or 
constricting their production and closing down plants in 
Canada and Ontario as part of that kind of program. Some 
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are layoffs of parts of the companies’ employment staff in 
the effort to improve productivity. 

Basically the trend is downward in our employment. 
That 85,000 figure is clearly a peak that we are unlikely to 
reach again for, I would say, many years, not just several 
years. When the shake-out that is under way currently in 
the industry is completed, I would guess that instead of 
75,000 jobs we will be somewhere around 50,000 jobs, 
hopefully generating the same level of production adjusted 
for inflation, etc, as we have now. 

In fact, as one noted industry analyst in the United 
States at the University of Michigan puts it: “Think of it 
this way: If you employ two people in your business now 
to generate a certain level of production, you’d better fig- 
ure out how you are going over the next handful of years 
to generate the same level of production with one person. 
But do not be deceived. Your choice isn’t between two or 
one employees, your choice is between one or zero, be- 
cause if you endeavour to remain at two you will be un- 
competitive and you will go broke.” That is certainly a 
reality in our business. There is no doubt of it. 

This is really where the automotive industry is located 
in Ontario. There is a corridor 25 miles or so either side of 
Highway 401 from Windsor out past Oshawa, with another 
branch along the Queen Elizabeth Way down towards Ni- 
agara Falls in the Niagara area, where probably 90% of 
that 90% of the Canadian industry in Ontario is located. 

This is very clearly the industrial heartland for Ontario. 
It is certainly the industrial heartland for the auto parts 
industry and there are a number of towns, cities, communi- 
ties, counties, villages and townships in that area which 
depend to a very high degree on automotive parts produc- 
tion. There are not too many cities where vehicles are 
assembled in quantity, although where there are there are 
high concentrations of vehicle assembly employment, of 
course. There are many communities in Ontario where 
parts production is located in a substantial way. 

If you look at what has been happening in the market, 
this too is out of date. Again, for calendar year 1989 the 
Canadian automotive market was about a million cars— 
you see there 999,000 passenger cars—and about half a 
million trucks. The truck market has peaked out and in- 
deed softened a little bit and the car market in fact in 
calendar year 1990 is down about 10% from those figures. 
That is a very substantial drop, very substantial indeed. I 
would suggest to you that it would be surprising indeed, 
despite what my colleagues from the vehicle sector may 
say to you later this afternoon, I will be mightily surprised 
if we return to 1989 levels of sales in 1991 or if we have 
any increase at all in sales in 1991 compared to 1990. We 
are after all in a recession. 

This is a very complicated chart, but I can simplify it 
for you. One of the major problems we have in our indus- 
try right now is overcapacity. It is a term that people have 
been talking about for a number of years in the industry. It 
was always referred to as a threat. It is no longer a threat; it 
is a reality. There are about two million units of assembly 
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capacity in North America which are not needed to satisfy 
current demand for motor vehicles. That is a lot of jobs 
and of course a lot of jobs in the parts sector that supports 
those two million assembly jobs that just are not necessary. 

A big part of that phenomenon, the overcapacity prob- 
lem, has been the advent of the transplants through the 
1980s. The left-hand side of the chart summarizes the 
transplants in the United States. The right-hand side of the 
chart summarizes the transplants in Canada. If you just 
look at the column farthest to the right in each half of the 
chart, that tells you quite a lot, the column that is titled 
‘Jobs per Hour.” That is auto industry lingo; it means units 
of production per hour. It is not a reference to a job that a 
person has; it refers to the car or the truck. 

Looking at the first one, 60 jobs per hour, Nissan’s 
plant in Tennessee in the United States. That means one 
car or truck per minute comes out the end of the assembly 
plant. It does not mean it takes a minute to make a car or 
truck—it takes hours—but they are a minute apart on the 
assembly line. 

The interesting point is this, and from our point of view 
in the parts industry a very significant point: In the Big 
Three plants in the United States a typical production rate 
would be about 60 vehicles per hour, 60 jobs an hour, or a 
quarter of a million vehicles a year on straight time, steady 
state production. A Big Three plant in Canada, the same 
thing, about 60 jobs an hour. sometimes more than that. It 
depends on the type of vehicle, how it is equipped etc. Out 
in Oshawa, General Motors is building trucks at 60 per 
hour. They have the capacity to build cars in each of their 
two car plants in Oshawa at over 70 jobs per hour. Those 
are full-sized plants in Canada. 

The transplants in the United States are also full-sized 
plants for the most part. You see job per hour figures in 
and around 60 or pretty close to it, in some cases exceed- 
ing it. If you look at the transplants in Canada, a very 
different story is told. These are one-half, one-third or one- 
quarter size plants. They are not economic plants and 
frankly we have a major problem in trying to sell to them. 
In fact, we have a major problem indeed trying to sell to 
the transplants in the United States, because they tend to 
want to source very locally first before they entertain bids 
from foreign suppliers, ie, Canadian suppliers. 

Thinking about the Canadian transplants, think of it 
this way. You are a Canadian supplier. You want to bid on 
a part for, let’s say, the first on the list, Toyota, Cambridge. 
You have to make investments, maybe add a new bay on 
the plant for the new widget you are going to make for 
them, reorganize your production system, tool up, buy 
some new equipment, train your people etc, all for 60,000 
widgets per year. You are competing against the domestic 
supplier of Toyota in Japan who is probably making a 
couple of million of those widgets a year and he can make 
the 60,000 during lunch-hour on Friday. You are probably 
not going to be competitive pricewise, and very often we 
are not competitive pricewise. 

There is an interesting phenomenon that is related to 
this one. The transplant assemblers have in many cases 
brought their domestic suppliers from Japan, primarily, to 
North America to accompany them and set up shop around 
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their assembly facilities. About 400 parts companies fro) 
Japan have set up shop in the United States and only 19) 
Canada. 

If you look at the grey bars there, you can see there | 
1.7 million units of assembly capacity among the tran’ 
plants in the United States and a little less than half 
million in Canada, but that still means we have signit 
cantly more than our fair share of 10% of the transpla: 
assembly investment in business. However, it is divided 
into too many pieces that are much too small and are n; 
economic. We do not have 10% of the parts plants. Vi 
have 5% of the number of parts plants, but in fact those ) 





plants are on average a whole lot smaller than the avera 
size of those 400 in the United States. 

What it adds up to is that about 99% of the Japane: 
parts investment in production in North America has gor 
to the US; 1% has gone to Canada. Why? They know th 
those assembly plants are not economic customers ar 
they are not going to ask their suppliers to come over ar 
make non-economic investments in support of them. | 

It is a big problem for us, though. 


Mr Kwinter: You have 400 parts manufacturers su 
plying 1.7 million. 


Mr Van Houten: Right. 


Mr Kwinter: On the other side, you have 19 suppl} 
ing nearly half a million. 


Mr Van Houten: Yes. 


Mr Kwinter: Those 19 are not serving the same pu 
pose as the 400? 


Mr Van Houten: No. What happens is that when 
transplant company is deciding what parts to source I 
cally, there is kind of a natural order of things and you at 
a getting a little bit. from my point of view, into the cor 
tent question, which of course I would like to discuss. 

The first thing they are going to buy locally is glas 
because if you ship it from Japan it will be broken by tk 
time it gets here. The next thing you are going to buy | 
tires and seats because they are full of air and it costs a I¢ 
to freight them, so you are going to buy those locally. 

After that, it starts to thin out really quickly. Even wit 
the low volumes, glass, tires, seats and probably carpetin; 
and maybe the occasional doodad, you will buy locall: 
Once it gets past that, the economies of scale just are nc 
there. Those 19 parts plants in Canada are all making e 
ther very low value added components or else very freigh 
intensive components. | 

With the 400 plants in the United States, you start t 
get into a little bit more serious value added type of pre 
duction—suspension parts, steering system parts, air-cor 
ditioning system parts and the like. They are qualitativel 
different as well as in sizing. 

Here is another thing that is going on in the parts ir 
dustry and it distinguishes us very much, I must emphz 
size, from the vehicle industry. The yellow line shows th 
consumer price index. This is in the United States, by th 
way, but the trends would be similar in Canada. The gree 
line shows the retail price of new cars. Those two line 
interweave one another. In other words, vehicle price 
have been more or less tracking CPI over the past sever: 
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ears. The red line at the bottom shows parts prices. We 
‘e not making the same kinds of gains at all. We have 
iffered since 1982—that goes to 1988 so by 1990—more 
ian a 15% real decline in prices compared to vehicle 
rices, and in fact now our prices are going down in abso- 
ite terms. 

The quid pro quo of the long-term contract you get is 
jat your price is going to go down every year in absolute 
sms. If you sell a part for $1 this year, you will get 97 
ents for it next year and 94 cents the year after that. The 
ehicle company does not want to hear about your labour 
osts going up. They should not have gone up. They do not 
vant to hear about your material costs going up. “That's 
‘our problem. Deal with it. Get more productive.” That is 
he kind of pressure we are under. 


20 

j The latest innovation on this, by the way, is that effec- 
ive January of this year, a few weeks ago, Ford has set up 
_ system with its suppliers throughout North America 
vhereby in addition to the price decline that is built into 
our long-term contract, there is a further provision—uni- 
aterally imposed I might add—that for every dollar you 
nvoice them, they will pay you 99 cents. Why? Because 
hey think it is a good idea. You do not get a choice other 
han to give up the business entirely. 


The Chair: That is free enterprise. 


_ Mr Stockwell: That is exactly the question I was 
going to put to you. It is free enterprise. Obviously if you 
ye not making money, somebody is going to go out of 
usiness, but somebody has to be supplying that part to 
hem at that price and still making money, so what is the 
doint? 

Mr Van Houten: Sometimes they do it and still make 
money. Sometimes they do not. For example, I use a dif- 
ferent example: At General Motors tight now there is a 
provision in its labour contract in the United States with 
he UAW that has bearing upon some of this. Right now 
GM is reintegrating. Instead of out-sourcing, they are in- 
sourcing. Why are they in-sourcing? Frankly, they are tak- 
ing business away from Canadian independent suppliers 
and putting that business back into internal GM plants in 
the United States. Why? Two reasons: One is that those 
internal GM component plants in the US are underutilized 
in some cases. They have excess capacity so they want to 
fill it up. Sometimes that is an economic decision. 

The major reason, though, has to do with what is called 
the jobs bank in the UAW contract in the United States. 
What it says was put into their collective agreement for the 
first time in 1987—maybe it was 1984; frankly, I forget 
which, but it is still there now. Basically it is a job security 
program which says that with regard to this issue the com- 
pany and the union will get together, make a list of parts 
which are purchased from outside and consult with one 
another and agree on which parts should be taken away 
from outside suppliers and brought back in-house. 

When they do that, they are in many cases actually 
increasing their cost. The reason they are doing it is be- 
cause if they do not do it, they have to pay those UAW 
workers on the jobs bank anyway. Simplistically, it is like 























this: They make a part with $30-an-hour labour. We can do 
it for $15. Therefore they should out-source, right? Except 
that they have discovered that if they do that, in many 
cases they will have to pay the $30 to their internal worker 
in the United States anyway. So it becomes $45. They pay 
him the $30 to do nothing; they pay us the $15 to make the 
part. It is a short-sighted kind of solution and certainly a 
second-best solution, but they are doing it. 

Mr Stockwell: That is an interesting thing you have 
told us. What that has to do with this, I am not sure. The 
question is, you are producing a product. They are buying 
that product. They are saying, “We’re not going to pay you 
unless you build it for this.” Somebody is supplying it to 
them for that price. Therefore, I assume somebody is mak- 
ing money. 

Mr Van Houten: No. In some cases, yes. In cases 
where they in-source it, as I just told you, they will lose 
money in a lot of cases. 


Mr Stockwell: So your 15% decline on billings, what 
has that got to do with in-sourcing? You are billing them X 
amount of money. You are losing 15% in the last so many 
years because your billings have in fact dropped. 


Mr Van Houten: Correct. 
Mr Stockwell: So your billings have dropped. 
Mr Van Houten: Yes. 


Mr Stockwell: You are still billing them, you have 
lost 15% and somebody is still making money. 

Mr Van Houten: We are not making money. Our in- 
dustry is about a break-even industry right now. The parts 
industry in other countries may be making some money. 
The Big Three in the United States, who are our customers 
and have contributed to our reduction in billings, if you 
will, may be making some money, but they are making a 
lot less than they were a few years ago. And they are 
taking some decisions which are not in their long-term 
economic interest. They are clearly not in our short- or 
long-term economic interest and that is why I raise it with 
you. 

Mr Stockwell: Finally, then, if I assume that what you 
are saying is correct, in the next couple of years I should 
see a lot of those businesses such as yours going out of 
business. 

Mr Van Houten: Yes. 

Mr Stockwell: Because they are asking you to supply 
it too cheaply. 

Mr Van Houten: Yes. 

Mr Stockwell: Then when you go out of business 
they will be able to find that product elsewhere at the price 
they want to pay. 

Mr Van Houten: At least in the short term. 

This is another part of our problem, the exchange rate. 
As I said, we export 80% of what we make. When the 
dollar goes up, as it has done very substantially over the 
last three years, that has a very direct, immediate and nega- 
tive impact on our profitability. What happens is that when 
you sell your part, which 80% of the time you do to your 
US customer, he pays you in US dollars. You bring the US 
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dollars back to your bank in Canada. When you take them 
to your bank, your banker converts them to Canadian be- 
fore he deposits them and guess what? Your revenue is not 
as high as it was before the Canadian dollar appreciated. 
Nevertheless, we incur our costs in Canadian, and they 
have been increasing apace. 

We did a study about a year ago of the cost-competi- 
tiveness of our industry. This chart is taken from that 
study. What it indicates is that for a typical steel part 
stamper in Canada, if at a 75-cent Canadian dollar his 
gross margin was 20%, it is cut in half when the dollar 
moves to 85 cents or 86 cents, which of course is what it 
has done. 


Canada traditionally was by far the number one foreign 
source of parts for the United States. This chart is in US 
billions because it is looking at the situation from the 
American point of view, our major customer’s point of 
view. We have been shipping them, in US dollar terms, 
around or about $10 billion worth of parts every year for a 
lot of years. 

In 1989 we lost our first-rank position to Japan. A lot 
of those Japanese parts are coming to the United States, of 
course, to go into the transplant vehicles assembled in 
quantity in the United States. 


Mexico is also a growth area on the horizon, which in 
the next few years, a short number of years, frankly, is 
going to be a very substantial and important competitor for 
us. They are ramping up the scale of their industry consid- 
erably in Mexico, and they are also trying to increase the 
value added quotient, if you will, for their industry. 


Historically, and still to some degree today, if you ex- 
amine the industry in value added terms, this is what you 
see. The really high-tech stuff, the antilock braking sys- 
tems, active suspension systems and the like, tends to be 
manufactured in Japan, the United States and Europe. His- 
torically, and until now, Mexico has been chiefly a source 
of very labour-intensive parts. Their labour, after all, costs 
about $2 an hour in our industry, all in, including benefits. 


Canada—it overlaps with each, the up side and the 
down side—tends to be somewhere in the middle. We 
have a high percentage and high quantity of stampers, 
casters, plastic molders, etc. 

Now, Mexico wants to move up. When they do and as 
they do, among the first people they bump into, primarily 
in the US market, will be Canadian suppliers. We have to 
move up too. The reason it is a pyramid is because it 


indicates that there is less room at the top. It is not easy to 
do. 


Some people have the view that our industry is a rust 
bucket or a rust-built industry. Let me assure you that is 
not the case. Across the bottom is a list of many different 
types of computer-based technologies that are in use in our 
industry. The pink bars show the percentage usage of those 
technologies in our industry five years ago, the blue bars 
show the percentage usage a year ago, and as you can see, 
in every instance it has gone up very significantly. 

Another way of expressing that is to examine our engi- 
neering expenditure as a per cent of our sales. In Canada, 
even compared to our competitors in the United States, 
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through the latter part of the 1980s we increased our enj 
neering expenditures quite significantly. ; 
As we get into a more high-tech industry with ma 
sophisticated technologies, we need the skills base to | 
with it. In 1985, a little less than two thirds of our indusi 
was composed of unskilled workers and a little more th 
10% skilled. By the mid-1990s, just a few years from nq 
it will be about equal blocks, equal components of U 
skilled, semiskilled and skilled. Only one third will be U 
skilled at that time, down by about half from where we 
today. | 
Where do you get the people who have those skil! 
You sure cannot hire them. Here the bottom axis of t 
chart shows a variety of skilled trades and skilled occu 
tions. The blue band shows the percentage of firms tt 
cannot find people within at least a two-month period | 
| 








fill roles in things like the mechanical trades, engineeri 
trades, foundry workers, millwrights etc. Just looking 
the first one, mechanical skilled trades, more than half 
the people in our industry right now, our companies, a 
at least two months to find a skilled tradesman in that ar; 


and another 10%, 15% or 20% take at least two weeks | 
two months to find somebody with that type of skill. 


1430 | 
Mr Fletcher: What is your industry doing to get m ; 


skilled people into the workforce? What apprenticesh 
programs do you have? | 


Mr Van Houten: It is a big problem that is beit 
addressed in a variety of ways. Until recently we were ab 
in some cases to get people from overseas, from weste, 
or eastern Europe, to fill some of these jobs. You cann 
really do that any more, at least not from western Europ 
because our standard of living is not relatively a whole 
more attractive than theirs. They do not feel a great desi 
to come to the promised land of Canada any longer. § 
that is a problem. A solution that used to be available to | 
really is not any longer in a practical sense. 

Training of our existing workforce is and has to be 
very major piece of the solution for us. Our workforce 
after all, in total terms is declining in size. On a net bas 
we are shedding people, not hiring people, and even | 
absolute terms we are not hiring a whole lot of people. § 
really it has to be training from within. | 


Mr Fletcher: I realize that. | 
Mr Van Houten: That is a major initiative for us. 


Mr Fletcher: You have told me what the problem 
again and my question was, what has your industry dor 
to try to fix the problem? 


Mr Van Houten: I believe I told you two things th 
we have done. One is to bring workers from overseas. Th 
is a solution but it has gone away. Another solution is | 
train. That is something we are doing and trying to d 
more of. In fact, we are in discussion and negotiation wit 
the Ministry of Skills Development, Ontario, and Canac 
Employment and Immigration with regard to new secto 
ally based training programs. 


Mr Fletcher: I realize that also. Twenty years ago w 
knew the problem was that there was a shortage of skille 
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orkers, and we have always been going to Europe. Yet 
dustry—even now—did not 20 years ago start imple- 
enting programs so that we would not be in the situation 
e are in now. You missed the boat when it came to trying 
:train the available workforce we had. 

Mr Van Houten: You may well be right. I decline to 
yologize for misjudgements that may have taken place 20 
2ars ago. 

Mr Fletcher: I am not looking for apologies. 


Mr Van Houten: I was not working in the industry at 
iat time. However, this is 1991. We still have a 75,000- 
erson industry. We would like to keep it as high as we can 
ad be as competitive as we can and we are doing things 
w and in the future to ensure that we maintain a strong 
d competitive industry in Canada and in this province, 
ith some difficulty, I must confess. 












Mr Jamison: What you are saying is that you are 
filling to work with various partners as far as skills devel- 
ment is concerned at this point, recognizing the ongoing 
eed. 


Mr Van Houten: We are willing to and in fact we are 
oing it. We would like to do more. When you are a non- 
Tofit industry, which is what we are, and you are in the 
ompetitive battle of your life, which we are—and this 
cession for us is a lot different from the one 10 years 
go, which was really a declining demand-based recession, 
his is a restructuring recession, at least in our industry— 
here is not a lot of money to spread around. We are going 
o have some companies die because they have great inten- 
ions, great plans and no cash to deliver. 


Mr Kwinter: Just to comment on that, and you can 
correct me, I do not know the exact status recently, but 
Magna, which is the largest auto parts producer in Canada, 
ad its own school and I think it has closed it down. 


Mr Van Houten: Yes, they have. In fact, we looked at 
tying to take it over on an industry basis, in co-operation 
with a couple of government agencies. The timing did not 
it and we failed to do it. I wish we had. We are still 
working on comparable initiatives and hope to bring some- 
hing to fruition, and in fact expect to this year. But yes, 
hey did have one and they closed it down. It was a great 
acility. It is too bad they did it. Why did they close it 
jown? They did not have any money. They could not af- 
ord it. 


Mr Kwinter: There is one other problem and that 
oblem is that companies like Magna, Devtek and some 
of the others go to the trouble of training people and as 
soon as they get trained they go somewhere else because 
hey now have a marketable skill. Once they have it they 
”an take it and shop around. That is another problem. How 
/ou deal with that, I do not know. 


Mr Van Houten: No question. In fact, that is a direct 
esult of this shortage. When you have that kind of diffi- 
culty in hiring people, it takes you two months to find 
somebody who has any skill. Then you want to enhance it 
‘urther, but for another 50 cents or $1.50 hour you can get 
inother job really easily down the street. A lot of poaching, 
iS it is called, does in fact take place. 
























Mr Fletcher: If we trained our medical staff or our 
doctors the same way that industry is training for the fu- 
ture we would be in a lot of trouble with skilled people to 
take care of our medical profession. I think that industry 
has been over the years—and I do not mean just over the 
last 20 years, but before that they were saying, “What we 
need are more skilled workers, more skilled people to do 
the job,” and they did not get involved then, and now again 
I hear the same story. I am hearing it every 10 years, the 
same story, “What we need are skilled people.” Yet indus- 
try is not pitching in to try to get people. No matter what 
Magna did as far as one company, it has to be a corporate 
decision and it has to go across the whole spectrum of 
industry, not just in the auto parts programs. 

Mr Van Houten: I do not disagree with you. You are 
absolutely right. I would not argue that we have done ev- 
erything that we should have done; we have not. Again, 
with all due respect, I think the educational system has 
some responsibility to bear for this. In fact, for example, in 
dealing with the Canadian Auto Workers and Skills Devel- 
opment and the Canada Employment and Immigration 
Commission and so on with regard to specific training 
initiative for our industry right now, one of the key ques- 
tions is whether or not we should be targeting it at things 
like literacy skills, numeracy skills, reading and writing. 
With all due respect, if we have to design a training pro- 
gram that is targeted at that, then that tells me the educa- 
tional system has made a major mistake, has failed to 
discharge its responsibility, because I do not believe or 
accept that it is the business community’s responsibility to 
redo grade 8 or 10 or whatever it may be because it was 
fumbled in high school. 

Mr Fletcher: I would tend to disagree with you on the 
education system because I know the education system is 
second to none, as far as I am concerned personally. Com- 
ing from an educational background, I know what the edu- 
cation system is doing. As far as trying to help out the 
business community, there are many boards throughout 
Ontario that already have implemented apprenticeship pro- 
grams which go through the system. 

Mr Van Houten: Yes, I agree. I understand that. 

Mr Fletcher: Now, I think it is partly industry’s turn 
to start taking the ball from there. There has to be a part- 
nership, but not everyone who comes out of our educa- 
tional system is illiterate. 

Mr Van Houten: We have a lot of people who do not 
know how to read and write or count, unfortunately, so I 
am afraid I have to disagree with you. 

The Chair: Could we move along with the presenta- 
tion, because we are running out of time and I would like 
to get to the end of that. 

Mr Van Houten: Okay. A lot of other problems and 
issues and pressures are afoot in our industry. Another 
source of fresh cost for the parts industry—I will only look 
at one halfway down the left-hand side: black-box capabil- 
ity. It used to be that the car company would deliver to you 
a set of blueprints and specifications and ask you to quote 
the part, how much per part for, say, half a million a year. 
Black-box capability—that is something a supplier now 
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has to have—means that the car company comes and says: 
“Look, I want you to provide me with an air-conditioning 
system, about two and a half pounds, delivering so many 
BTUs of air-conditioning power for a car of such and such 
a size. Go away and design it, engineer it, prototype it, 
validate it, test it. Then, by the way, quote it. If I decide to 
give you the business, then you can make me half a mil- 
lion a year at the new improved declining schedule of 
prices which I may decide unilaterally to take down fur- 
ther.” The point is that it is tough to make a buck in our 
industry and it is tough to stay alive in our industry in 
Canada right now. 

We need to be competitive. What does that mean? It 
means we have to be good, a lot better than we are, at 
creating and applying and protecting new technology in 
Canada. I would say in our industry we are mediocre and 
not better on average at that. 
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We need a strong supply of low-cost capital. We do not 
have any low-cost capital in Canada for our industry. We 
need a skilled, flexible and motivated workforce. Again, 
we are probably okay, but that is not good enough. Trade 
needs to be a national priority. I think it is in our industry. 
We export 80% of what we make. Trade policy needs to be 
a national priority for us and I do not think it is. 

A few indicators of competitiveness: You could draw 
up many lists and the story would probably not vary a 
whole lot. Corporate income taxes: In Ontario we are 
about as good as the traditional US jurisdictions, slightly 
worse. Personal taxes on management are a whole lot 
higher in Canada than they are in the United States. Our 
wages in Canada are higher than they are in the United 
States by a significant amount. We are the high-cost juris- 
diction here in Ontario as far as wages are concerned. That 
is partly offset by the fact that social costs are a little bit 
less expensive in Canada for the company than they are in 
the United States because the government picks up more 
of the tab, if you will, but that in turn rebounds back into 
personal income taxes. 

When you look at that chart. the only area where Can- 
ada is appreciably ahead of the United States is in social 
costs. In other words, we lost three and won one. That 
tends to be the case in most charts of indicators that tend to 
be used in our business. 


The Chair: Are those all quoted in American dollars? 
Mr Van Houten: No, those were all Canadian dollars. 


Mr B. Ward: I have a question. Are we going to flow 
through and then ask questions or are we going to ask 
questions as we go along? 


The Chair: Sorry, you are right. I just needed a clari- 
fication on that. 


Mr Van Houten: Shall I stop or go ahead? 

The Chair: How much do you have left? 

Mr Van Houten: Not too much. 

The Chair: Okay, if you could finish and then we will 
have a few minutes for questions. 

Mr Van Houten: This chart indicates relative changes 
in manufacturing labour productivity, output per person, 









zeroed on the US, the US remaining constant at 100 si 
1951. For many years Canada had the second highest @ 
gree of productivity in industry among the G-7 countri 
We lost that status in the mid-1970s. We are now in fi 
place, with the US still at the top, so our labour cost is 
highest. Our productivity is fifth best. It used to be bet 
It has been declining in real terms since. 

Manufacturing unit labour cost performance: Labg 
cost performance means that the lower your performan; 
the higher your costs. Again, compared to the other © 
countries, Canada has had a labour cost deterioration.) 
other words, our cost has increased relative to our maj 
competing industrial nations. 

This is a difficult chart to read. It makes, I think 
simple point. Across the bottom are many, many ar 
which impact directly or indirectly on our competitiven 
everything from wages to pension costs to legislation 
areas such as pay and employment equity, environme 
regulation, things like exchange rates, interest rates and 
on and so forth. The point is this. Using any of th 
bands, say the orange band, one jurisdiction might deci! 
“All right, we’re going to be high wage and high pensi 
and related costs. We’re going to have to make up for t 
in order to be competitive by being lower than average 
some other areas. The green jurisdiction—I cannot reac 
from here exactly; maybe that is California—has deci | 
that it is going to have very stringent environmental re 
lations. But if they are, then if they are going to be comp 
itive overall they have to make up for it in some other w 

I get the feeling that in Ontario we are trying to be t 
reddish-coloured band across the top. We want to be | 
leader in everything. We want to have indexed peng 
when no other industrial jurisdiction with which we co 
pete in North America has that. We want to have pay « 
uity when nobody else has it. We want to have vi 
stringent environmental regulations. We want to have vi 
stringent health-care regulations. We want to have hi 
wages and we do have high taxes. Our interest rate is hi 
and our exchange rate is unfavourable. You cannot be ‘ 
leader in all of these fields on a sustainable basis. It is 1 
possible and it will not take place. We are shedding jobs 
a consequence. | 

All right. This is the last chart I have, Mr Chairm 
There are a number of things that I think our indus 
needs to remain competitive. Not very many of them c 
very much money. With regard to people, we do né¢ 
assistance, I think, with training. That means we need 
nancial assistance from government because we do 1 
have enough money to do everything we need todo. 

We also need a good integrated program, which we | 
in the course of developing with government and with | 
labour movement. I think our educational system does 1 
yet have a sufficiently technical focus. We need to incre: 
the supply, in other words, of people who have the kinds 
skills that industry is going to require over the next ma 
years. 

Flexibility: That is an item I have not talked about 
in this presentation, but it is something which we ne 
desperately and which we lack. When the CAW, for exa 
ple, issues a policy statement, which it did a year a 
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ying that team concepts and quality circles and the like 
e bad because they are instruments of management pro- 
anda and are against workers’ interests, that is desper- 
ely bad news for our industry. It is absolutely the wrong 
ay to go. If we are not going to make our labour force 
oductivity quotient higher in terms of the price of labour 
1 hour, we have to get better in terms of flexibility. We 
e nowhere near where we need to be. 

Technology: Yes, we need a greater focus on that. I 
jould say that with the federal government, we have been 
iccessful in rearranging and in some cases liberalizing 
e system of R and D tax credits as they apply to our 
dustry. That is good. 

With regard to trade policy, I think we need to change 
e North American content requirement in the free trade 
ement. The former provincial government in Ontario 
seed with that position. I should say that all of the major 
ynstituencies in the industry in both countries agree with 
at position with two exceptions. One is the group of 
mpanies which own transplant firms in Canada—not 
ose in the United States that I am aware of—and the 
er is the federal government of Canada, which obvi- 
usly is hewing to the interests of the companies that own 
splant assembly operations in this country. We think 
is a mistake. We are not competitive with the Cana- 
ian dollar at the level it is when we have the other ele- 
ents in our cost profile at the level they are at. 

| With regard to our social policy, frankly we cannot 
fford the social packages and regulatory packages that we 
fe burdened with right now. I fear that our province and 
ur country are on the course of embedding an entitlement 
tentality, if you will, that is going to ensure that we are 
ermanently uncompetitive with countries with which we 
just compete and do compete every day, and we are los- 
ig a lot more than we are winning. 

With regard to the finances of the province, the reason 
think much of this has some relevance for you is that our 
idustry, employing the number of people it does, generat- 
ig the revenues, taxes and foreign exchange that it does, 
} under severe pressure, is losing ground a lot faster than 
“iS gaining ground and is not going to be the strong 
ource of employment and production and technology in 
te future it has been in the past unless some changes are 
ade. 

That is the end of the presentation. I will be happy to 
ike any questions or comments. 


Mr B. Ward: I would like to thank you for the fine 
Tesentation from your association’s perspective on the 
amifications of this year’s budget on your industry. 

Just a quick question. You mentioned the lack of skills 
1 our labour force. I concur that we do have a long way to 
0. As parliamentary assistant in Skills Development, I am 
ery interested in promoting that aspect where we have a 
ighly skilled workforce. The only problem is, how do we 
et from where we are to where the future should be? 


Mr Van Houten: Correct. 


Mr B. Ward: It was through the work of the previous 
jberal government that we signed a sectoral agreement 
vith the electronics industry, which I think is a major 


































achievement. It is one of the few times where the indus- 
tries and the organized agents who represent labour as well 
as government have managed to agree that there is a prob- 
lem, let’s work together and solve it. 

Do you feel there is that level of trust in your industry 
as there is in the electronics industry between the indus- 
tries and the organizations that represent the workers so 
that we can achieve this type of agreement? I know we are 
working towards it. The concern I have here is that level of 
trust. 


Mr Van Houten: I cannot evaluate the question about 
the comparison of the level of trust. There is sufficient 
trust that we are in fact working together in the develop- 
ment of a program that I think will be similar in structure 
to the electrical industry one, that I hope will be at least as 
effective as the electrical industry one. The proof ulti- 
mately will be in the pudding, I suppose, but I am confi- 
dent that we will do it successfully. My colleagues at the 
Canadian Auto Workers share that confidence, I believe. 
We have had a number of discussions with them. As I say, 
we hope to have something in place in calendar 1991 
along the lines of what was done in the electrical industry. 
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Mr B. Ward: What can I say? That should have an 
immediate or short-term influence on upgrading the skills 
level as well as working with labour, government and busi- 
ness towards an overall, long-term strategy of upgrading 
our skills. 


Mr Van Houten: Yes. That does not mean we do not 
have a long-term supply problem, because we do. 


Mr Stockwell: We were reasonably competitive in the 
early 1980s, it seems to me. 

Mr Van Houten: Yes, I agree with you. 

Mr Stockwell: Now we are in the early 1990s, and 
you are telling us we are not competitive. It seems that is 
the bottom line. 

Mr Van Houten: That is right. 

Mr Stockwell: I am not disagreeing with you. I do not 
think we are competitive either, frankly. The question I 
have is, how did it happen? Did we lose our competitive 
edge or did everyone else simply become more competi- 
tive, or is it maybe a combination of both? 

Mr Van Houten: It think it is both. 


Mr Stockwell: In fact we have suffered through a pro- 
cess that has cut through our competitive edge, and every- 
one else has decided to get in the ball game and has 
become more competitive. It is just that simple? 


Mr Van Houten: No question, yes, it is just that sim- 
ple. We have lost our competitive edge in a couple of 
ways. One has to do with the dollar. Frankly, when we had 
a 72-cent dollar, we were banging out parts like crazy and 
having fun and making a lot of money doing it. It was not 
difficult, in fact it was easy to turn to our workforces— 
which, by the way, had made concessions and the like and 
had gone through some tough times in the very early 
1980s—it was easy in the mid-1980s to turn to them and 
say: “All right. You are asking us to share the wealth? We 
will.” Our labour costs increased significantly. 
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Frankly, when boom times are on, governments begin 
to think, “Now is probably a pretty good time to think 
about implementing some new social programs,” which 
the economy can afford to bear and to provide. That is all 
great. But when the dollar goes up, demand goes down. 
Other new competitors with some pretty impressive capa- 
bilities make their presence felt. That begins to look like a 
house of cards that you have built. Your competitive pro- 
file deteriorates. That has certainly happened. 


Mr Stockwell: One quick point. I agree it is a house 
of cards. To a great extent, that is what it has been built on 
through the 1980s, a house of cards. What if the dollar just 
jammed back four, five, six cents tomorrow? If the dollar 
jammed back four, five, six cents, would you be immedi- 
ately competitive? 


Mr Van Houten: No. If the dollar does back up four, 
five, six cents, that does not mean that we instantly have 
black box capability, which we do not have enough of, and 
until quite recently were not asked or required to offer. 
Neither does it mean that all of a sudden there are a couple 
hundred thousand new tool and die makers available to us. 
Those guys are not there. Yes, it would help, but it is only 
part of the solution. 


The Chair: I would like to thank you for your presen- 
tation. 


Mr Van Houten: Thank you very much, Mr Chair- 
man, for your time and that of the committee. 


ONTARIO TRUCKING ASSOCIATION 


The Chair: Our next presentation is the Ontario 
Trucking Association; Raymond Cope, president. You may 
begin. 


Mr Cope: Thank you, Chairman. My name is Ray- 
mond Cope. I am president of the Ontario Trucking Asso- 
ciation. I have with me today David Bradley, who is 
vice-president and general manager of the association. He 
is president-designate. He will succeed me in the month of 
June. With us is John Sanderson, a vice-president of CP 
Trucks. 


We are here today to talk to the submission we have 
made to this committee. I take it that copies of this submis- 
sion have been circulated to members of the committee. 
We are not going to go through it page by page, but we are 
going to talk about the issues and their overall basis. 

Right now, the trucking industry in Ontario is hurting, 
hurting very badly. A couple of years ago we undertook a 
study of the trucking industry and we found out a number 
of things, some of which are referred to in this brief. It 
showed how important the industry was to the province of 
Ontario. It revealed to us that there is a workforce in the 
trucking industry numbering some 230,000 and that gener- 
ally it was an important cog in the Ontario wheel. 

We do not have 230.000 employees in the trucking 
industry any more. We are losing jobs at a fairly large rate. 
We have not got the exact count for the past year, but we 
feel that the number is something over 5,000 jobs which 
have been lost. They have been lost basically in the trans- 
port or trucking sector and lost to competition with Ameri- 


can carriers who have sizeable advantages over Can 
Carriers in terms of costs. 

The American carriers have lower equipment cj 
lower interest costs, lower labour costs. They have bi 
depreciation rate schedules. They have lower fuel c4 
Right across the board, they have an advantage, and w 
we sum those figures, we find that the American trucli 
industry has a 15% to 20% cost advantage to Canaé 
carriers. ) 
Of course, with the deregulation that came into! 
province two years ago and at the federal level three y: 
ago—and we are not here to protest deregulation | 
more; we fought that battle and lost—one of the things’ 
was Clear is that those who put the deregulation packg 
together did not really build the economic safety nets 
were going to be required by a trucking industry as it cz 
face to face with the increasing competition. Thus it i 
the transport or trucking industry where at one time 
tario carriers were a majority, we are no longer the m 
ity in terms of the trucks moving across the the Am 













majority has swung clearly to the advantage of the Am 
cans, and that is growing day by day. 

In the trucking industry in Ontario, the response to | 
has been for companies to try to improve their sins 
and they worked very hard at that. But to overcome a |) 
to 20% cost disadvantage is a serious challenge inde 
What we find today is more and more Canadian com 
nies are becoming American companies. Companies 
either moving south of the border or they are develo 
subsidiaries south of the border and operating the servi 
from American points. | 

This is not one or two companies. We have a wh 
host of companies that have done this. We can think 
Canada Transport in Belleville that is moving progi 
sively south of the border. We can look at Frederick Tra 
port down in Dundas. We can look at Bill Thompson ir 
Thomas. CP Trucks have been putting more and more 
their faith into CP America because they can operate fr 
a lower cost base. | 

These are factors that we think are important not 0 
to the trucking industry but to the provincial economy. 1 
trucking industry has contributed in an important way 
the economy, and now its chance to do that is being eT OC 
by this competition. We are looking and we have bi 
before the provincial government, both the previous g 
erment and the current government, to draw their att 
tion to this phenomenon and point to things that we th 
they can do and they should do to assist the industry 
offsetting this American cost advantage. | 

Things we have pointed to, as are revealed in this gre 
book, we have asked for a temporary reduction in fuel 
of a cent a litre, we have asked for the removal of the sa 
tax on equipment and labour, at least for a period of tir 
We have asked at the federal level and we have asked 
provincial government to assist us at the federal level 
securing removal of the four-cent-a-litre excise tax on f 
and we have asked them for assistance in getting a dep 
ciation rate schedule, capital cost allowances equivalent 
Americans. 
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_All of these things now are under active study. There 
» seven different studies going on at the federal level in 
» trucking industry, and there is one study being under- 
cen here at the provincial level. We expect that we are 
ing to start seeing some of the results of those studies 
on. The majority of the studies, though, will not be com- 
ate until the summer, and by the summer more compa- 
25 will have gone. A company we just heard from the 
her day, which has been a major name in the province of 
atario, Laidlaw Carriers, has indicated that it is placing 
bets on developing its operation from the American 
Je. 
So all of this is going on and is to some extent irrevers- 
le, but there are still companies that are in the process of 
ing up their minds. A lot of companies in the industry 
ould go out of business today if they could but they find 
ey cannot sell their equipment. Nobody wants to buy 
eir equipment. 

Combined with the deregulation phenomena and the 
creased competition phenomena we have the recession 
jenomena. We go through these from time to time and 
e expect that we will come out of this one, but when you 
bine the three of them together, you have an excess 
pply and a reduced demand. When you have excess sup- 
y and reduced demand for services, the prices go down, 
: if the prices go down, your profits go down. 

_ The average trucking company in Ontario is losing 
\oney today. Most trucking companies are losing money 
ad, as I say, a lot of them would like to go out of business 
‘they could sell their equipment. 

| We have set forth in this brief some of the things that 
ie would like this committee to focus on in terms of the 
lings that government should do if it wants to maintain 
e trucking industry in the province of Ontario. 

We have talked about the tax measures that I have 
lready mentioned. We have also pointed to what we call 
ompensation for loss of value of operating authorities. 
hat is a situation brought about by the fact that a lot of 
ompanies that are in the business today have on their 
ooks authorities, licences, which they purchased by buy- 
ig up other companies in days gone by to get the access 
) the routes that those authorities would convey to them. 
hey might have paid $300,000, $400,000, $500,000 for a 
cence, and that had value. When you went to the bank, 
ou could borrow money against the value of that asset. 
lut with deregulation, those assets became worthless and 
ie bankers said, “Hey, you don’t have anything now to 
ecure any loan that you are asking for.” 

We have suggested both to the federal government and 
le provincial government over the past two or three years 
lat they do the same thing in Canada they did in the 
Inited States when they deregulated. When they deregu- 
ted, they compensated the carriers for the loss of value of 
leir operating authorities. They allowed the carriers to 
mite off their losses against income tax otherwise payable 
ver a five-year period. We thought that seemed to be a 
2asonably good formula and we have recommended that 
lat get consideration here. 











































We have brought that argument before the federal gov- 
ernment in connection with the deregulation that they gave 
rise to, and you should understand—and I imagine there 
are some people who are new to the committee—the 
trucking industry is made up of carriers that are federally 
regulated. Those who operate across borders are federally 
regulated; those who operate solely within the province of 
Ontario are provincially regulated. You have the federal 
rules applying to one group of carriers and the provincial 
rules applying to another group of carriers. 

There were carriers who were deregulated provincially 
and carriers who were deregulated federally, but in both 
cases they lost the of value of their operating authorities 
through deregulation. We have looked at both levels of 
government to bring forward some compensation scheme. 
Thus far, we have not been able to secure that objective, 
although both the Treasury people and the Transportation 
people have shown some interest in the argument. 

But a lot of carriers, the small carrier, the small family- 
owned company, has looked at those operating authority 
values as their pension, just as taxi drivers who operate in 
the city of Toronto look at their licences as their pension. 
When they come to the day that they can no longer operate 
their service and they sell their licence, it provides them 
their pension. It is the same thing in the trucking industry. 
That is gone. 

We point in our brief to other things that we feel you 
should be aware of. We talk about the railway tax lobby. 
The railways are in bad shape, in as bad a shape as the 
trucking industry, and they have been trying to retrench, 
reduce their costs and improve their marketing capability. 
Part of their plan, though, is focused on trying to jack up 
taxes on the trucking industry. We think the arguments 
they brought forward do not prove the point. Even their 
own studies show they would have to triple the taxes on 
the trucking industry to even come close to bringing about 
a diversion of freight back to the railways. 

When you look at the fact that something like 90% of 
the freight carried by the trucking industry is not diverti- 
ble, if you increase the taxes on the trucking industry the 
only thing you are doing is increasing the cost to the ship- 
pers and manufacturers and the cost to consumers. Ina 
North American free trade market, that would certainly be 
disadvantageous for Ontario. 

We talked about highway infrastructure. Ontario at one 
time was a leader in roads and highway development and 
had a fine network of roads and highways. This was cer- 
tainly true in the period 1960 through to 1975. People from 
all over the world would come here to see how we had 
created and sustained such a fine network of roads and 
highways. Back in the early 1970s, the amount of money 
put into highways and roads started declining and it stayed 
that way for about 15 years. It was only in 1988 that the 
previous government decided, “Hey, the congestion prob- 
lems out in the roads are growing”—there were problems 
of maintenance, the infrastructure—and started to put 
some money back into it. We only hope the current gov- 
ernment sees fit to give high priority to highway develop- 
ment because it is badly needed. One only has to travel on 
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any of the major routes in the province to see that there is a 
need for additional capacity or a need for improvements. 

Environment is a high priority with the new govern- 
ment, and we share the views of society in general that 
improvements have to be made in the environment. John 
Sanderson, who is to my right, has been leading a team 
within the trucking industry to map out a program where 
the trucking industry can fully contribute to the improve- 
ment of the environment. I am sure he will be glad to 
respond to questions on that, but it comes to the point 
where the question is: How do you fund all of these envi- 
ronmental programs? 

Some people started talking about carbon fuel taxes. 
We have cautioned them in terms of determining the kind 
of programs that achieve their objectives. Just to increase 
taxes on fuels, for example, is not necessarily going to 
clean up the contribution the trucking industry made to air 
pollution. The program should be directed towards the fuel 
itself and to the equipment that is used to burn those fuels. 
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We also pointed out in our brief that we saw where the 
current government felt a need to provide $5 million of 
financial assistance to the Algoma Central Railway be- 
cause they wanted to protect 400 jobs in the railway indus- 
try. We had to point out to the government that if you are 
going to start protecting transportation jobs, a trucking job 
is just as important as a railway job. We have lost, as I said 
at the outset, over 5,000 jobs in this past year, and we have 
been looking for government programs that might stem 
that tide. We recommend to government that when it 
comes forward with programs of assistance or subsidies to 
the transportation industry, it does not look at it just one 
mode at a time: Look at it across all of the modes to see 
how they interrelate and how they combine to serve On- 
tario. 

These are the opening remarks I wanted to make. As I 
say, the important thing for the trucking industry is some 
kind of action now. Without action the trucking industry is 
going downhill very quickly. A lot of companies are going 
out of business. I was looking at a list the other day of the 
20 biggest trucking companies in Ontario in 1979, and out 
of those 20 companies, 12 are gone. I project that by the 
year 2000, out of that list of 20, 17 will have gone; that is 
the rate of attrition of companies in a very, very competi- 
tive world. 

The trucking industry has always been competitive. We 
do not back away from competition as long as we are 
playing on a level playing field. But the Americans, in the 
case of the transporter trucking market—and they are mak- 
ing inroads even into the intraprovincial services in On- 
tario—have these advantages that somehow have to be put 
right if the Canadian industry is going to survive. 


Mr Hansen: I was in the trucking industry myself 
quite a few years ago, and I had the same problems with 
insurance and fuel costs and cost of equipment. It is some- 
thing that is really affected, especially with the deregula- 
tion now in Ontario. I take it, and I have not been in that 
industry for a while, that you lost your so-called milk runs, 
is that not correct? 
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Mr Cope: We have lost a lot. 


Mr Hansen: I am talking about the main, profita 
runs. In some places in the north you still need trucki 
but they are mainly concentrated down in the southern 
of Ontario; coming in from the states, fueling in the st 
without having to fuel here in Ontario, and going bi 
across the border. This is what I can see is a big probl 
In Quebec, if I am not mistaken, you show a fuel bill 
how much fuel was purchased in Quebec to run in Queb: 

We are listening here. You have some ideas down he 
I do not know whether they would help in the short te 
says each one is temporary. I do not know if you hi 
some other ideas not in here. I have not been able to re 
the whole thing; maybe you can relate to us some of the 
other points. | 


Mr Cope: We have proposed to the Minister of Trai 
portation that he give consideration to putting a no 
rium on the issuance of licences. Deregulation has gi 
everybody a chance to get licences to where they wall 
operate, within Ontario, or across from Ontario to anotl 
province or to the United States. That has been going | 
There have been a lot of licences handed out in the | 
couple of years, probably more in the last two years : 
the decade previous to that. 

This increase in competition has really come so f 
that very few companies have been able to digest it. A 
say, the average trucking company today is losing mon! 
Some of them are going out of business and others are j 
living as long as the bank keeps them in there. We he 
asked the minister to look at introducing a moratoriu 
freeze the licence situation for two years, let the econor 
catch up with the capacity that is now out in the mark 
place. The capacity is huge and there is no shortage’ 
competition. Any shipper in the province can get no end 
quotes to provide the service he is capable of providing. 


Mr B. Ward: I do not know if you can answer th 
You may have the stats in front of you. Since the provin 
went down the road of deregulation, how many trucki 
companies that were based in Ontario have disappeare 
Do you have the ballpark figure? | 


Mr Cope: The best we can say is that it is dozet 
Any of the major transporter carriers will have shifted 
or part of their operations to the states. If you look 
bankruptcies, which are only part of the picture, for i 
stance, in the first 11 months of last year bankruptei 
were up 132% over all of 1989. We see that accelerati 


now that we are mired deep in a recession. 


Mr B. Ward: You feel in the short term that if a mot 
torium is placed perhaps the trucking companies that ¢ 
on the border may survive or at least give them one aspe 
of survivability? 


Mr Bradley: It will provide some breathing space, t 
I think a lot more needs to be done. The reason we ha 
characterized the tax measures we are talking about 
temporary is because we see that if, after a certain peric 
we are able to introduce other programs and make oth 
adjustments as the market settles, then perhaps we c 
start to lift those off or do other things. The new Onta1 
government has embarked on, as Mr Cope has mentione 
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major study of operating costs and the tax competitive- 
ss of our industry. It is hoped that arising out of that we 
n start to seek some meaningful longer-term solutions. 
ley may not all be tax measures. There may be some 
ograms in terms of enhancing productivity or what not. 
But the fact is, we cannot wait until next June or July 
nen the studies are done, because at that point the patient 
ill be dead. 

Mr Kwinter: I want to follow up on that same 
ught. You tell me that of the 20 top companies 12 have 
fe and you figure that by the year 2000, 17 of them are 
ying to be gone. Is that all through attrition or are there 
me consolidations taking place? 

Mr Cope: A lot of them are through mergers. Some 
mmpanies merge because it is a meaningful fit between 
eir root structures and it makes sense to do that. Some 
mpanies merge because they are on the slippery slope to 
inkruptcy, and to merge with another company that has 
me deeper capital reserves can maintain that relation- 
ip. The list I am talking about is made up a lot of compa- 
es that have merged. There is a great number of them. 
T took over Dominion Consolidated a few years ago; 
minion Consolidated was a big company, it was on that 
st. Reimer purchased Inter-City; Inter-City was on that 
t. The Motorways organization acquired Direct Trans- 
mt, which was on that list; it has acquired Kingsway, 
hich was on that list; it absorbed Consolidated Fast 
reight, which was on that list. So a lot of that has been 
rough mergers. Another one I would mention is that 
lengarry absorbed Thibodeau-Finch. That is where these 
lajor companies are mainly exiting. 

Mr Bradley: But it is not just the majors. Look at the 
mt owned establishments. Just in the past year we have 






















zen Hendrie Transportation in Brampton sold out; 
‘ronkwright Transport in Simcoe sold out; Corneil Trans- 
ort in eastern Ontario sold out to Canada Transport. We 
re seeing, I think, much the same situation we saw with 
1¢ family farm. The family trucking firms are getting out 
f business or trying to get out of business. The sad part of 
‘is that a lot of our members would like to get out. They 
te holding auctions on their equipment and nobody shows 
ip to buy it, and they have no choice but to stay in busi- 
ess. They are watching their retirement just vanish before 
leir eyes. 

_Mr Fletcher: Two quick points. The safety of the ve- 
icles on the road is a major concern to a lot of people, 
specially driving along the 401 or any other busy high- 
vay; and also the amount of environmental impact. I un- 
erstand have some things you are working on. We can 
vork together to alleviate these problems. 
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Mr Cope: I think Mr Sanderson can respond to that. 


Mr Sanderson: In the area of environment, this has in 
ne last six months or so become a major interest of the 
adustry in terms of perceptions about trucking and what it 
es to the environment. We have been working to adopt 
N environmental code of practice for the trucking industry 
nat deals with the areas of energy conservation, with ef- 
ective waste management, with environmental preserva- 


tion in general, as well as safety, which is tied into our 
environmental program. We have been holding meetings, 
not just within the industry but with environmental groups 
in Ontario, in Toronto particularly, and are now beginning 
to look for meetings with the government to deal in the 
whole area of environmental practice. 

In the area of safety, we have in the last couple of years 
worked with both federal and provincial governments to 
establish a very substantial safety system that deals with 
driver training, hours of service, equipment maintenance, 
general equipment practices. We believe that in general we 
have a much stronger basis for safety in the industry now 
than we have ever had before. 

Increasingly, there is a serious question about whether 
all of us can continue to maintain those safety programs, 
whether we can in fact live within those standards we have 
all developed and ascribed to, because our financial situa- 
tion is deteriorating very rapidly in the trucking industry. 
We are probably the largest carrier in the province at the 
moment, but our volumes are slipping, we are losing busi- 
ness to American-based carriers. Our profitability has 
slipped from a 1.5% loss in 1989 to a 3.5% loss in 1990, 
and that is a very substantial sum. We just cannot carry on 
on that basis. 

The safety question is very vital, as is our ability to 
implement the environmental things we want to do. We 
have provided many ministries, particularly Transporta- 
tion, with options that would improve our productivity and 
our profitability without direct tax relief or government 
money assisting the industry, and we are very hopeful that 
some of those will be implemented. Environmental 
changes are one of the major areas. 


The Chair: I am going to be a little arbitrary here. I 
am sorry to have to cut off the questioning at this point. 
These are very good questions, but our delegations are 
starting to back up. It is beginning to look like Pearson 
International Airport. I would like to thank you for coming 
with your presentation and your handouts and say that 
your concerns will be noted and looked into. Perhaps if 
others have questions they could mail the questions to you 
or phone you and have their questions answered. 


PHARMACEUTICAL MANUFACTURERS 
ASSOCIATION OF CANADA 

The Chair: The next presentation is the Pharmaceuti- 
cal Manufacturers Association of Canada, the Honourable 
Judy Erola, president. 

Hon Mrs Erola: Good afternoon, and a special hello 
to some of the familiar faces on the committee. It is good 
to see you. We are pleased that you have offered this op- 
portunity to present our views in this committee. 

With me today is Gordon Postlewaite, who is our di- 
rector of scientific research at the Pharmaceutical Manu- 
facturers Association; Jacques Lapointe, who is the chief 
executive officer of Glaxo, located here in Ontario, and 
chairman of our Ontario committee; and John Pye, who is 
our director of public affairs. We will try to skim through 
our opening remarks very quickly in order that we have 
some time for questions. 
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The Pharmaceutical Manufacturers Association repre- 
sents 66 of the research-based companies of varying sizes 
engaged in research, development, production, marketing 
and servicing of original, brand name, pharmaceutical 
products. Forty-one of these companies are based in On- 
tario, employing 10.500 highly skilled workers. We con- 
tribute an estimated $1 billion annually to the Ontario 
economy, according to Statistics Canada. A 1989 PMAC 
survey showed that 29 of these Ontario-based companies 
reported $1.5 billion in assets. almost $100 million in- 
curred in income taxes against sales of $606 million in 
Ontario and $895 million in the rest of Canada, so I would 
say that Ontario is the most direct beneficiary in terms of 
the research-based pharmaceutical industry. 

We are very proud of our contributions to Canadian 
health care. The dramatic declines in mortality and mor- 
bidity statistics in the past few decades are due, in part, to 
the availability of new and effective drug therapies brought 
on to the market by our industry. For example, new medi- 
cines have helped to reduce death from strokes by 40% 
and death from heart attacks by 25% in the last decade 
alone. 

Data from the Department of National Health and Wel- 
fare on approvals of new chemical entities between 1985 
and 1989 demonstrate that over 90% of all new medicines 
were developed on a global basis by members of PMAC, 
and we have an appendix which shows this. 

Quite apart from the incalculable people benefit of 
these therapies, they have made a significant contribution 
to the bottom line of Canadian health care. Numerous 
studies have documented the relative advantage of drug 
therapies compared to surgical and chronic care alterna- 
tives which take up a substantially larger share of 
Ontario’s health bill, as you are well aware. 

Even though medicine is increasingly more able to 
meet the health care needs of the public, per capita annual 
increases in health care costs have not increased substan- 
tially. Canadian health care expenditures, as a percentage 
of gross national product, have increased by only 1.5% 
over the past 10 years. I think that is a very important 
statistic to bear in mind. However, we do realize that the 
public’s increasing demand for medical service is placing 
an upward pressure on the health budgets of all provinces 
and of Ontario in particular. 

We have noted the concerns of Dr Martin Barkin, On- 
tario Deputy Minister of Health, as recorded in the 1989- 
90 annual report, that it is estimated that health will take 
up more than half the province’s budget by the turn of the 
century. He further commented that Ontario cannot con- 
tinue the spending pattern that has emerged in the last 10 
years in health care spending. 

In this presentation we will focus principally on that 
portion of the budget which pertains to the Ontario drug 
benefit plan, which we will refer to by ODB from here on 
in. In fiscal year 1989-90, $647 million was expended on 
the ODB. This constitutes 4.6% of the $14 billion spent by 
the Ministry of Health. When pharmacists’ dispensing fees 
are extracted from the ODB costs, the actual cost of the 
medicines goes down to $446 million. This is 3.2% of the 
Ministry of Health budget or 0.18% of the provincial gross 
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domestic product, which we explain because a relativ 
small amount is really the bottom line, given the : 
cant therapeutic benefits and cost- effectiveness of mode; 
medicines. | 
It is, however, the case that the costs for the on 
program have increased by 64% between 1985-86 a 
1989-90. According to the Ministry of Health data, the ¢ 
of actual drug products has increased 68%. wh 
pharmacists’ dispensing fees have increased 55% in tl 
five-year period. But it is very important to note that t; 
cost of drug products to the ODB program is not t 
manufacturers’ selling price. For one thing, there is a I 
upcharge payable to pharmacists on top of t 
manufacturers’ selling price. I think that we have to b; 
ance these out when we look at gross figures and when \ 
begin to analyse those figures and where the actual mo 
is spent. | 
It is also important for us to come to terms with t 
growth and the costs of actual drug products in this peri 
In the first place, there has been a 22% increase in 
number of claims in the ODB program, reflecting the j 
creased demand on the system. Price increases wou 
make up some of the difference, approximately 46 
growth over four years or almost 12% per year. Again, tl 
includes a 10% upcharge. | 
This increase occurred, we should point out, wh) 
there was a 50% increase in the use of generic products | 
the ODB in this period. The substantial increase in the u 
of generics was substantially brought about by the passa 
of the Ontario Drug Benefit Act at the end of 1986, ; 
though it should be noted that the generic sector sin 
1969 was also benefiting from the absence of any effecti 
intellectual property patent protection of brand name pre 
ucts. | 
1530 | 
The ODB program uses a method called best availat 
price, or BAP. in an effort to provide purchasers with t 
lowest selling price, net of discounts and incentives, fot 
given pharmaceutical product. The product, listed as ha 
ing BAP on the ODB formulary, is the product of choi 
not only for ODB prescriptions, but by the provisions. 
the provincial drug cost regulation act it is also the prodt 
which will invariably be used in the cash or non-OL 
market, which creates quite a problem. | 
As it pertains to those products which have been : é 
sessed by the Therapeutic Quality Review Committee 
Ontario as interchangeable, the manufacturer with the Bé 
for such a product is assured market dominance regardle 
of the absolute value of the difference in price betwe 
competing products. Even if product B is only one ce 
more than product A, market ownership goes to product . 
We believe that the BAP method of setting prices h 
failed to provide the benefits of fair and rigorous compe 
tion between products. In our opinion, this has been 
contributory factor in the significant increase in the cost 
pharmaceutical products in the ODB program. The res| 
has been for generic companies to be able to dominate t 
interchangeable drug marketplace by virtue of their low 
cost structures. It has furthermore resulted in generic dr 
companies being able to price their products closer to t 
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and name price and still be listed as having the best 
ailable price. 
The report of the Pharmaceutical Inquiry of Ontario, 
aired by Fred Lowy, estimated that a generic version of 
brand name product will “generally fall between 75% 
d 85% of that of the innovator’s product.” Given this, 
2 price of a generic drug can theoretically eclipse the 
troductory price of a brand name within a few years. 
The inquiry was categorical in saying that “since costs 
d marketing expenses of generic products are relatively 
w, and the market can be sizeable, the committee feels 
at recent initial generic prices have been unnecessarily 
fi.” 
The inquiry also commented that more favourable dif- 
rentiation of brand name and generic prices occurs when 
ore than one generic copy is on the market and competi- 
yn between the generics supposedly exists. However, a 
ful examination will reveal a tendency for different 
sneric versions of a brand name product to virtually 
ualize over time. We have an appendix that shows that 
5 well. 
In order to create:a more competitive environment, two 
2y factors must be considered. The first is that a fair and 
pmpetitive pricing system must replace the current BAP 
ystem, which only encourages rising prices. The most 
asible system, in the opinion of this association, is one of 
stual acquisition cost, whereby the government and cash 
ustomers pay the actual cost of acquisition of the product 
y the pharmacist plus a reasonable inventory charge and 
1¢ dispensing fee. This system provides transparency and 
countability, two factors which we feel are essential to 
ae responsible management of a government program. We 
-e] that this transparency and accountability are lacking at 
Je moment. 
The second factor in creating a competitive environ- 
jent is to eliminate effective mandatory substitution of 
neric products by ensuring that consumers are given the 
pportunity to choose between available products, and in 
ne case of ODB recipients to have the right to pay the 
‘ifference. Increased participation by health care consum- 
Ts is a stated goal of the Ministry of Health and the ele- 
aent of choice, and informed choice, must be a key factor 
n achieving this goal. 
We consider it encouraging that the Lowy inquiry, al- 
hough stating its support for the BAP system, recom- 
nended that brand name products be available to ODB 
eneficiaries, even if they are priced above the best avail- 
ible price. We are not suggesting that the ODB should be 
laying anything but the lowest price—as taxpayers we 
upport that—but we feel that consumers ought to have the 
teedom of choice and the right to pay the difference. 

It should also be pointed out that the producers of 
wand name, patented products are bound by the regula- 
ions of the Patented Medicines Prices Review Board. This 
gency, enacted with the passage of Bill C-22 which re- 
itored partial patent protection for products, is responsible 
/or ensuring that increases in the price of patented products 
ite kept within the rate of inflation. 

The second annual report of the PMPRB demonstrated 
hat the prices for existing patented products, in other 
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words those that were on the market when the board was 
created in 1987, “have increased,’—I am quoting directly 
from the board’s report—‘‘at an average annual rate of 
only 3.2%, considerably lower than the CPI.” The intro- 
ductory prices for patented products are also regulated by 
the PMPRB and are conforming to the standards of the 
board, according to the report. We would remind you that 
generic prices are not subject to the regulations of the 
PMPRB. Given the steadily declining price increases for 
patented medicines, we see as completely unjustified the 
recommendations of the Lowy inquiry pertaining to roll- 
backs and restrictions onwards to less than 50% of the 
CPI. 

The introductory price of new medicines reflects the 
considerable time and money involved in bringing a new 
product to market. It has been calculated by Tufts Univer- 
sity in Boston, based on a rigorous economic evaluation of 
almost 100 products, that the cost exceeds C$200 million 
over a 10- to 12-year period. . 

The services offered by pharmaceutical companies in 
the introduction and marketing of a new product are also 
not widely understood. Our industry provides a unique and 
indispensable role in providing health care professionals 
with detailed product information, post-marketing surveil- 
lance which provides useful information on adverse drug 
reactions, and support of continuing medical education ac- 
tivities. These activities are underwritten by brand name 
companies. Importantly, revenues from the sale of brand 
name products are used in the continuing search for 
tomorrow’s pharmaceutical therapies. 


Mr Postlewaite: Maybe I can switch the focus a bit 
here and look at some possible opportunities for future 
savings in Ontario’s health care system and building on 
Ontario’s strengths for research and development invest- 
ment in the province. 

First, addressing access to future medicines, it was 
stated earlier that the work of our industry has made sub- 
stantial contributions to modern medicine. The future of 
pharmaceutical research is even brighter as advances in 
biotechnology open new vistas on our understanding of the 
causes of disease and our ability to develop therapies for 
them. 

There are over 200 new medicines in development at 
this moment. This list includes 87 for cardiovascular dis- 
eases such as hypertension, angina and stroke, 65 medi- 
cines for various forms of cancer and 15 for Alzheimer’s 
disease. More than 50% of the industry’s R and D invest- 
ment is focused on diseases that afflict the elderly. 

The cost-effective impact of these new medicines on 
Ontario’s health care bill will be sizeable. Alzheimer’s dis- 
ease is just one example. There are an estimated 42,500 
cases of Alzheimer’s in Ontario. The annual direct and 
indirect costs are $24,000 per patient for a total cost to the 
Ontario health care system of $510 million. That probably 
eclipses what was spent for the entire Ontario drug benefit 
plan in the last fiscal year. 

We therefore do not accept the recommendations of the 
Lowy inquiry which would restrict access to new pharma- 
ceutical therapies such as those in development. The sug- 
gestion has been made, recommendation 4.2 of the Lowy 
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report, that the Ontario Drug Benefit Formulary should be 
frozen indefinitely. This is not the only recommendation or 
measure which has been made by the Ministry of Health or 
already instituted to limit access to new therapies and tech- 
nologies in Ontario. It is our position that such policies 
cannot be defended as either good economics or good 
medicine. 

Efforts are being made by the Ministry of Health to 
move to more community-oriented health care delivery 
systems. This can be an effective strategy to achieve more 
cost efficiencies vis-a-vis existing acute and chronic care 
facilities. It is perhaps not fully realized that the achieve- 
ment of this strategy, however, and its goal of improved 
cost-efficiency will to a large degree depend on the avail- 
ability of effective medicine which will allow patients to 
be adequately and quickly treated in these facilities and 
then enjoy a better quality of life in their own home envi- 
ronments. I think this cannot be overemphasized, the im- 
portance to our seniors of maintaining their independence 
in the home setting. 

The producers of these effective medicines, today and 
tomorrow, are the makers of brand name products, the 
members of PMAC. The Lowy inquiry, among others, 
wrestled with the concept of assessing the cost-benefit of 
these new products. The problem is that at present no con- 
sensus exists on a standard formula to determine what is a 
favourable cost-benefit ratio or the criteria that should be 
used to measure it. However, PMAC does support the 
inquiry’s call for more research into the question of phar- 
maco-economics and we would be fully prepared to partic- 
ipate in this process with you. 

Pharmaceutical research and development: What we all 
agree on is that medicines as a whole are very cost benefi- 
cial in the health care system. By implication, pharmaceu- 
tical research, which will produce new and effective 
medicines, is of unquestioned value. It is a common mis- 
conception that little of this research is done in Canada and 
even less by the private sector of our industry. In point of 
fact. however, pharmaceutical research conducted by 
PMAC member companies is recording the fastest growth 
of any industry in the country. Eight of the top 50 individ- 
ual R and D performers in Canada are pharmaceutical 
companies. 


1540 

The Patented Medicines Prices Review Board, which 
also monitors R and D investment by our industry, noted 
that in 1989 total pharmaceutical research expenditures in- 
creased by 47.7% from those in 1988. Almost 47% of this 
total, almost $107 million, was spent in Ontario. 


Investments in basic research were up 76.6% over 
1988, dispelling another common myth that no basic re- 
search is done in Canada. R and D expenditures by compa- 
nies to universities and hospitals were up 47.3% over 
1988. I need not remind you that you that you have six 
faculties of medicine and affiliated teaching hospitals and 
a college of pharmacy in the province of Ontario. 

PMAC members have already announced plans for 
over $1.4 billion in new long-term R and D as a direct 
result of the passage of Bill C-22, and added to current 
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expenditures that will have an accumulative total of; 
billion by 1996. | 
Let us look at building on Ontario health research. } 
value of pharmaceutical R and D to Ontario cannot) 
underestimated. | 
In a submission to the Ontario government by | 
deans of Ontario’s five faculties of medicine in Decem: 
1989, they noted that the policies in Ontario affecting 
pharmaceutical industry have the effect of creating a ¢ 
mate which “is perceived as unfriendly to innovativ 
and D and will result in Ontario continuing to lose sign 
cant growth opportunities in the health care industry,” 
those losses are to other areas of the country. They ur 
the government of the day to “consider ways of creatin, 
positive investment environment and improved relati¢ 
ship with an industry committed to R and D for the a 
growth of Ontario and Canada.” 
To make long-term investment decisions, however, | 
industry requires a predictable and and supportive invé 
ment environment. With legislation in Ontario which 
fectively mandates substitution of generic products, ¢ 
perception is that this environment is not as supportive: 
in some other provinces in Canada, or most other countr 
for that matter. 
The submission of the deans of medicine indicates t! 
real opportunities exist for a strengthened R and D pr 
ence in Ontario. You have an excellent infrastructure for 
Pharmaceutical companies account for about 21 cents’ 
every health research dollar spent in Canada. This outstr 
the contributions of provincial governments as a whole. | 
Let us just take a quick look at how Ontario compa: 
with other provinces in their support for funding and me 
cal R and D at their universities: $2.39 per capita co 
pared with $11.69 in Alberta and $5.10 in Quebec. Fo 
high technology based province such as Ontario, that is 1 
a very good record. | 
Also, the deans have addressed the problem of not hi 
ing access to the federal transfer payments under Bill C- 
which totalled $36 million to Ontario and not one pen 
has been made available to the universities. | 
Because of rapid developments in pharmaceutical | 
search, many of our members are forging closer links a 
joint ventures with those universities in order to expl 
their respective strengths and resources. This is time 
given that the many universities and research faculties ¢ 
in financial need due to the dropping off of public sec 
funding. | 
It was pointed out that $106.7 million of current expe 
ditures have gone to Ontario; that is, 46.6% of the Car 
dian total. Twenty-three million dollars of that 
extramural in Ontario universities and their affiliated | 
search institutes direct from the industry, direct fre 
PMAC members. 


In the university-industry program, Ontario has 31 
the total 73 awards and grants offered for a total of $1: 
million, again, cost sharing between the federal govei 
ment and our members in Ontario. Our health resear 
foundation has 28 researchers in Ontario universities w 
are being funded, totalling over $300,000 per annum. 
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If Ontario is to remain competitive in the global mar- 
place, it must build a stronger research and develop- 
nt infrastructure. This is a basic principle that has been 
ognized by the current and past government of Ontario. 
iat we need is a new pharmaceutical policy in this prov- 
ce 
‘The Lowy Report noted the potential for increased in- 
tment as well as the requirement on industry’s part for a 
ourable climate for this investment. It called for a polit- 
| decision to deal with the tradeoff in balancing the 
vantages of “keeping drug costs and prices low against 
, advantage of creating a climate in which drug manu- 
turers will wish to invest in research and manufacturing 
ivities in Ontario.” 

As stated earlier, we are of the position that a policy 
ich intervenes to discriminate in the marketplace in fa- 
r of the generic sector does not automatically keep 
ig prices low. 

The report also comments that “policies that encourage 
» growth of one segment have tended to be detrimental 
the other.” I refer you to page 65 of the report. Certainly 
is clear which segment of the pharmaceutical industry 
trent policies in Ontario are encouraging. 

The two major privately owned generic pharmaceutical 
mpanies in Canada rank number one and number two in 
ms of the number of prescriptions filled with their prod- 
ts and they rank number two and number three in terms 
‘sales in 1988 in Ontario. Of ODB prescriptions, 45% 
@ generic products. 

The Dr Lowy committee also observed, “While the 
tire Canadian market grew by only 1% in 1988, the two 
ading generic firms grew by 6% and 4% respectively,” 
r ahead of the industry average. It has been estimated 
at, as existing patents expire over the years ahead, the 
‘neric sector will be able to grow three times as fast as it 
is in the past in Canada. 

_ But opportunities exist for the research-based pharma- 
Utical industry to expand not only its R and D presence 
Ontario but also its manufacturing potential. Given the 
itemational or global structure of most of our member 
mpanies, there is considerable potential on the basis of 
gional and global product mandates to export volumes 
jual to 30 times the level of sales for that product in the 
adian market alone and Ontario, which serves as a 
zeable base for that export business. 

Before concluding, I would like to make reference to 
id to table a totally independent study PMAC has com- 
lissioned by the Inter-University Working Group on Pre- 
tiption Drug Use, entitled Benefits and Costs of 
fescription Drugs in Ontario. It is appendix C of our pre- 
mtation. Submitted to the Lowy commission on Novem- 
at 1988 and chaired by Dr Walter Spitzer of McGill 
Niversity, the submission was one of the most expert 
ports presented to the Lowy commission, and we regret 
ery much that its recommendations were virtually ig- 
ored by the Lowy commission. We encourage you to con- 
ider them carefully. Mrs Erola, back to you. 

| Hon Mrs Erola: I think there really is a need to ex- 
Mine the pharmaceutical industry in this province from a 
umber of perspectives. The cost benefits in new medi- 






























cines need to be examined, and access to new medicine 
should not be restricted for purely short-term cost-contain- 
ment measures. These medicines may in the long run 
prove as beneficial economically as they are therapeuti- 
cally. 

It is clear to us that the goals of improved economic 
performance in the province as well as achieving better 
health for Ontarians are not mutually exclusive. Their rec- 
onciliation, however, requires vision and the willingness of 
both stakeholders to work together, and we are especially 
anxious to work with all of the players here in Ontario, 
because we feel that the strength of Ontario in the field of 
research and development and manufacturing is critical to 
the growth of Ontario generally. This is where the bulk of 
the industry is, and as citizens of Ontario we, too, would 
like to see it grow and see it helping Ontario. 

Mr B. Ward: Two quick questions, just for elabora- 
tion: When Bill C-22 was passed, what benefits did your 
association receive? Second, given that the introductory 
price of new medicine always seems to be higher than 
what the generic companies can produce, could you give 
us an elaboration of why that is and go into a little about 
the R and D, etc? 

Hon Mrs Erola: Let’s answer the first question. What 
benefits came to the pharmaceutical industry with the pas- 
sage of C-22? In the immediate term, very few, because 
the legislation itself carried pipeline protection which as- 
sured a steady flow of generic products coming on to the 
market. We probably will not receive the full benefits of 
the bill for another five years, and even then the protection 
will be fairly limited in that it only provides seven to 10 
years, as compared to the kind of patent protection which 
is enjoyed by all of the other developed countries such as 
the United States and the European Community and Japan, 
which is 17 years, and they are now looking at patent 
restoration. So in the short term very little. 


Mr Postlewaite: Can I add that that protection is 
conditional upon prices not increasing faster than the 
consumer price index and the introductory prices not 
being deemed excessive by the board? 

Hon Mrs Erola: Which brings me to the Patented 
Medicines Prices Review Board. It is what I call carrot- 
and-stick legislation, and that is the stick. The industry, 
and it is no secret, is not happy about the Patented Medi- 
cines Prices Review Board, because it has two big teeth. 
It can can deem a price to be excessive, upon which it 
can withdraw the patent protection and issue a compul- 
sory licence on that product; the other tooth, or the other 
shoe, if you like, is as well on another product from the 
company. That product does not necessarily have to be a 
product on the market today; it could be a product that is 
coming down. They can decide. “Maybe this company is 
going to have a big blockbuster down the line and we 
will withdraw protection for that.” 

What did it provide the industry in the short term? 
Very little. 

1550 


Mr Lapointe: I can probably give you an example 
of our company and make it very succinct. Since the 
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introduction of Bill C-22, our company has lost the poten- 
tial of more than $100 million in sales to generics, on 
products that have been genericized since then. We have 
increased our research spending by $25 million and have 
yet to see a product that is protected by Bill C-22 coming 
out of our pipeline. It is short-term pain for, hopefully, 
some long-term gain. 


Hon Mrs Erola: Hopefully. 

The second part of the question is: Why are the gener- 
ics cheaper? That is the easy one to answer. That is be- 
cause, of course, a copy is always cheaper, when you have 
no research and development costs, when you have no 
marketing costs and when you can, as they say, cherry- 
pick: You will find a copy only in a market where it is 
extremely profitable; you will not find a generic copy of a 
product with very limited therapeutic use. 


Mr Lapointe: Probably 80% of our products do not 
make a substantial return, probably never do better than 
break even, if that. So 20% of our products carry most of 
the burden for the others. They are, of course, the ones that 
get cherry-picked, as Judy mentioned, those that develop a 
large market. When we have to balance our expenditures, 
each of our products cost $200 million, on average, to 
develop. For the equivalent cost for a generic to be put on 
the market, you can take a couple of zeros out and you will 
probably have an approximate development and introduc- 
tion cost. So we have to recover those on both the success- 
ful and the non-successful products; the generics only 
large ones. 


Mr Postlewaite: Once the market is developed, if you 
do not have a slow growth in volume, within the first six 
months a product becomes genericized the innovative 
product loses 30% of the market and within the first 12 
months it has lost 50%. There is a very rapid commence- 
ment of return on very low investment for the generic copy 
once it is on the market. 


Mr Pye: Notwithstanding that, as was commented on 
earlier, Dr Lowy’s report says generic products tend to be 
priced within 75% to 85% of the innovators. I think that is 
a telling remark. 


Hon Mrs Erola: He felt, given the limited costs of 
bringing the product to market. that their costs should be a 
lot lower than they are relative to the innovative product. 


Mr Kwinter: First, I want to say how appreciative I 
am of the CPMA and its member companies and the con- 
tribution they have made to Ontario. This is an area I have 
been following for some time, and I have had many dis- 
cussions with the people who are appearing before us. I 
have a concern that I have expressed to them, but I would 
certainly like to get it on the record. 


I still in my mind have not quite come to terms with 
why this is not a particular solution, the solution I am 
going to propose. I recognize that member companies of 
the CPMA under Bill C-22 have an opportunity, either 
seven or 10 years, to recoup their R and D, their market- 
ing, their clinical trials, all of those things, but that at a 
given period that protection runs out and the generics 
cherry-pick and they jump right on it. 
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What I do not understand is why a company| 
Glaxo, or anyone else, would not anticipate that in thd 
year it is going to lose 30% of that market and ij 
second year it is going to lose 50%, why it would no} 
“We are going to put on the market a competitive pra 
to the generics. It’s going to be a no-name, no-frills) 
vate-label product to at least make sure that if thi 
going to compete with us, they’re going to compete « 
even playing field,” which in fact will not even be | 
because you are the guys who invented the product 
should be in the best position, if they are going to com 
to be really competitive and not just edge up to just b 
your product so they get the best price available. 

I have not quite come to terms with why that cd 
happen, and I would like to hear an explanation. | 


Mr Lapointe: I could probably start an answer of 
one. First, patent protection does not run out after s 
years on all of the products that are currently mark| 


after four years on the market, with no advance warnil 
is very difficult to make plans to put together a no 
product overnight. What you have is a generic product 
can come in two cents below the price of ours and ¢ 
night take the market, because by regulation that is | 
the system works in Ontario. Some of our companies 
indeed eventually come up with a no-frills product 
has taken time. The distribution system is a very impo 
part of our marketing capability. Once that eae 
system, through the pharmacies, is well into the hands 
specific brand of generics, it becomes very difficult to. 
etrate it, because we are talking about pennies on e 
side really making the whole difference as to who get 
of the business, simply because of the best available | 
system. 
Our problem is that best available price was put t 
to try to encourage competition, and by the admissio 
those people who came up with this thing, it is not w 
ing. It is not creating competition; it has done just 
opposite. It has created a regulated system where a 
cent price difference on a prescription will determine 
fills that prescription. | 








Hon Mrs Erola: For the record, two of our mer 
companies have embarked on subsidiaries which do’ 
duce the products. They have done it, as one of them st 
very clearly to another committee not so long ago, n 
compete on a price basis, because they said you will n 
recapture the market, but to protect the integrity of ‘ 
product, because that particular product is genericized 
in Canada and their product is distributed worldwide. 


It was their feeling that if they were going to mé 
this product worldwide, they had to ensure that the s 
quality of product was going to be marketed here in 
tario and that any problem with the product would 
reflect on the originator’s brand. because as it stands 1 
whenever there is generally an adverse drug reaction 
traced to the originator’s product. Therefore, the inte; 
of that product has to be maintained. 
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That was one of the reasons they went into the field. 
xy knew they were not really going to recoup any of the 
estment in it. It was simply to protect the integrity of 
product. 


‘Mr Postlewaite: That is also a very risky approach to 
marketplace, in this respect—I think the generic com- 
ies have already admitted it in a presentation to the 
eral Senate hearing. They are the first to admit that once 
i start on this slide, you effectively commence a process 
sannibalizing the market. That was their own problem. 
soon as there was more than one generic on the market, 
ets into a price war and cannibalizes the market prema- 
sly, before that market offers a fair opportunity to return 
ts on investment in it. So it is hazardous. 





Mrs Sullivan: I wanted to pursue the argument you 
e related to the drug benefit plan, particularly asking if 
ir proposal for the actual acquisition cost would mean 
re would be a geographical distortion in your pricing of 
ucts based, say, on nearness to—talking about the ac- 
sition and buying out of pharmacies. 







‘Hon Mrs Erola: I see what you mean. Yes, they do 
ak those who have access to larger volume discounts 
Pa have a competitive edge. 


‘Mrs Sullivan: Or geographically. 


‘Hon Mrs Erola: Or geographically, yes. I cannot see 
{that would happen in any way. Jacques is the one who 


a markets products. Do you see the disadvantages of 
it? 

” 
Mr Lapointe: Most of us have a single price policy 
ht through the country, and more than half of the indus- 
‘ships directly to pharmacies as long as they have some- 
ng like a $100 order, which is probably the size of three 
scriptions, on average. So I cannot see it happening too 
iny times. I am trying to think of circumstances where 
re would be that kind of distortion and I cannot think of 
Mrs Sullivan: But on the volume discount question, 
‘te would be no difference for the chain operation that 
npurchase in larger quantity than— 


Mr Lapointe: As I said, most of the companies do not 
ve volume discounts on prescription medicines. It is a 
€-price policy. 

Hon Mrs Erola: And if that were to occur, that 
ould reflect in the cost, at any rate. 


Mr Lapointe: Maybe this is why you do not have 
lume discounts: As soon as you do that, your best avail- 
le price goes down and you get penalized by the current 
stem. 





























Hon Mrs Erola: If the volume discount is indeed 
ted and used, which is why we feel that actual acquisi- 
iM cost, where those volume discounts should be clearly 
lected in an invoice, is the transparent and accountable 
ly to deliver. 


Mrs Sullivan: I have a second question relating to 
it. Have you done an analysis of what the projected 


impact of your proposal, the AAC versus the best available 
price, would be, say, in current year dollars? 

Hon Mrs Erola: It has not been done in Ontario, but 
there was an analysis done of Nova Scotia and British 
Columbia which are in actual acquisition cost. British Co- 
lumbia, which has the lowest drug cost program in Canada 
per capita is on actual acquisition cost. 


Mr Postlewaite: The Nova Scotia study is an interest- 
ing one and might be useful to you, because it was done 
independently out of Carleton University. They started to 
measure the province a year before they moved to actual 
acquisition cost, from artificially listed formulary prices to 
reimbursement based on actual acquisition cost, and they 
compared the cost to the drug program in the two years. 
They came up with some startling findings on how cost-ef- 
fective actual acquisition cost can be to the system. 


Hon Mrs Erola: British Columbia follows that and so 
does Saskatchewan. There are variations of it, but actually 
the BAP as it exists in Ontario is really unique to Ontario 
and most restrictive. 


Mr Postlewaite: I think the point Mrs Erola made ear- 
lier about actual acquisition cost is most important. It is 
transparent and accountable. In any of the other systems, 
there may be savings in there but they are elusive. You do 
not know where they go into the system; they just evapo- 
rate. They certainly do not go back into creating savings 
for the province’s plan. 


Hon Mrs Erola: I think I alluded in my introductory 
remarks to the fact that there was a cost of 68% they noted 
in terms of drug costs, but the fact is that these were not 
strictly drug costs in terms of cost to the manufacturer. The 
manufacturer was one, but then there is your 10% up- 
charge and then there is that rather grey area that falls 
between the cracks. 


Mr Postlewaite: If you do not reimburse on actual 
acquisition cost, then you have to list a price at which you 
are going to reimburse, an artificial price. The tendency 
and the experience in Ontario—it is on the public record— 
is that when you have an artificially listed price, manufac- 
turers, highly competitive, will sell below. The margin 
between what you are paying for it and what the pharma- 
cist actually pays for it is called spread, price spreading. It 
is an inherent problem in the way the ODB is structured 
now. It certainly does not create cost savings for the gov- 
ernment. 


Hon Mrs Erola: Which is why we feel that when it is 
clear, when an invoice shows this is the actual acquisition 
cost, no matter what the discounts have been, that is what 
the taxpayer is actually paying for that product. 


Mrs Sullivan: Basically, by regulation or legislation, 
a margin of profit to the pharmacist plus a dispensing fee. 


Mr Postlewaite: They need an operating overhead 
and they need a professional fee, and that has to be added 
on top of the actual acquisition cost, but that could be 
negotiated with organized pharmacists and they can tell 
you what their costs are. 

The provinces that do have it do spot audits, the way 
you make sure you are only paying what the pharmacy 
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actually paid plus that markup in fee, and it is very effec- 
tive. 


Mr Phillips: Just a quick comment. By the way, the 
Ontario drug benefit plan is another $150 million, proba- 
bly funded the Ministry of Community and Social Ser- 
vices, as you probably know. 

Hon Mrs Erola: That is right. 


Mr Phillips: I know there is a battle between Ontario 
and Quebec for your industry. Two things: Can you give us 
any insight on trends, where the industry is heading, to 
Quebec or Ontario? Second, is the amount of product and 
revenue that you now export growing as an industry, be- 
cause I gather one of the hopes of the bill was to develop a 
big export industry? 

Hon Mrs Erola: I will answer the first part, and I am 
afraid I am going to have to leave right after that, because I 
have a flight to catch. 


The Chair: We do have another deputation in a cou- 
ple of minutes, so we will be wrapping up. 

Hon Mrs Erola: The Quebec government a couple of 
years ago took a look at those industries which it felt had 
the highest potential for growth and payback in the prov- 
ince. They said, “Which are the industries we want to tar- 
get as growth industries?” and they targeted the 
pharmaceutical industry. All of their government policies, 
both from the Minister of Health and the Minister of Ex- 
ternal Trade level, have been geared to making sure that 
the province creates an environment that welcomes the 
industry and brings more dollars in terms of research and 
development into the industry as well. That was a con- 
scious, very real act on behalf of the Quebec government. 
That has been very helpful and it is one of the reasons you 
are seeing a much larger growth in R and D dollars going 
into Quebec. They have created an infrastructure. 

I would like to add to that just a couple of examples. In 
Quebec they have the Fonds de la recherche en santé du 
Québec, a federation that we call the mini-research council 
of Canada; it is a counterpart to the Medical Research 
Council of Canada. It in turn has made a whole series of 
connections with the teaching hospitals and the universi- 
ties, creating a network that responds instantly to the needs 
of the pharmaceutical industry in terms of research and 
development. 

We are at the fledgling stage with the universities here 
in Ontario, but the support that is given directly by the 
Quebec government is very real and tangible. 


Mr Postlewaite: We consider Quebec to have about 
two thirds of the population of Ontario, but if you use the 
federal Patented Medicines Prices Review Board’s second 
annual report for 1989, you will see a total of $106.7 mil- 
lion in Ontario, which is 46% of the Canadian total. Que- 
bec has 43%, with only two thirds of the population, at 
$98.3 million. This is R and D dollars. If you look at 
laboratory research, bricks and mortar research, Quebec 
gets 67.8% of the share, compared with 23% in Ontario. 
Ontario gets 50% of the clinical research, which is largely 
extramural, done in the clinical setting, human testing. 
Quebec gets 30%. But there is a peril in that for Ontario, 
because clinical research is very portable and it can be 
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started and stopped and picked up and moved much m; 
easily with shifting political winds. 


Hon Mrs Erola: Does that answer your question? — 


Mr Phillips: The only one is jobs, but if you hj 
something you can send me that would be useful. | 


Hon Mrs Erola: We would be very happy to foll 
up. 
Mr Phillips: In trends, I know where we are ni 
That was one of the things. The other was just Bill C-22) 
develop export business, I would not mind knowing if 
is working or not. 


Hon Mrs Erola: I would like to make one brief cq 
ment on that. When you looked at the original legislat 
of 1969, that was designed to create a Canadian indus 
with exports. That was the thinking of the time: I kn 
something of the history of the bill, having been very 
volved in it. The thrust of the 1969 legislation was to of 
the generic industry a toehold to come into Canada, be; 
to develop an industry in Canada that would do that. W’ 
we have seen is the growth of a generic industry that 
not gone into the innovative sector, although it has in so; 
ways been successful to a small degree in exporting to | 
Third World countries, again, but only in those countr 
where patent protection does not exist. 
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Mr Jamison: You mentioned that R and D, from 
time you start to work on a product to the time it hits | 
market, being at about $200 million on average. 


Mr Postlewaite: Over. 


Mr Jamison: Obviously, that is an average price 
product. What was the breakdown beyond that? For 1 
own benefit, is that something you possibly could get 
me, where the moneys are actually spent? 


Mr Postlewaite: That is a global cost. New medici 
today are developed by a company globally around | 
world, in its operations around the world. One in 10, 
discoveries in the research bench make it to the mark 
place. That one success, that about $268 million Cana 
covers all the losses along the way. | 


Mr Jamison: That is part of it, and that is fine. Whz 
would like is a better breakdown of that figure. 


Mr Lapointe: How much is basic, how much is cli 
cal. On average, and we can provide you the numbers, | 
discovery part is somewhere between 25% and 33% of { 
total cost of bringing a product to market. The devel 
ment—that is, to test it and prove its effectiveness and 
safety in human beings and prepare all the documentati 
for the regulatory authorities—is about two thirds to thi 
quarters. That is in a well-run company. | 


Hon Mrs Erola: And growing, given the number 
regulatory authorities in the system. 


Mr Jamison: I would like that information so I c¢ 
get a better handle on it, rather than just the figure itself. 


The Chair: I can see you are ready to go. On beh 
of the committee, I would like to thank you for your pi 
sentation. 
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MOTOR VEHICLE 
MANUFACTURERS’ ASSOCIATION 
The Chair: The next deputation is the Motor Vehicle 
nufacturers’ Association, Norm Clark. Would you like 
ntroduce your other guests? 


Mr Holman: I am Jack Holman, Ford Motor Co of 
nada. I am supervisor of customs and trade, and under 
t avenue comes commodity taxation. 


Mr Adams: I am David Adams, from the Motor Vehi- 
Manufacturers’ Association. I work with the taxation 
nmittee. 


‘Mr Clark: We have a brief statement. I will not give a 
of background. 

‘The Motor Vehicle Manufacturers’ Association has 
ht member companies, the Big Three and four truck 
ders and Volvo Canada Ltd. We are responsible for 
ething in the order of 80,000 direct jobs in Canada, 
ut 30,000 of which are in the parts area and the balance 
upervisory and white-collar jobs and assembly. So we 
er two major sectors. The spinoffs, if you use the Sta- 
ics Canada input-output model, would probably bring 
up to something like 550,000 jobs in the country. Be- 
nd that, there are many levels of activity. I would like to 
into the remarks very quickly and then save as much 
€ as we can for questions. 

Our remarks today are these: In terms of the Canadian 
lustry generally and this comes as a result of meetings 
‘have had with other sectors recently, there is agreement 
it during the upbeat economic times following the 1980- 
recession, governments imprudently refrained from tak- 
tthe hard decisions to curb their spending to the degree 
essary. Now, with recession once again visited upon us, 
ability of governments to cushion its effect is lost with- 
t further increasing their deficits and debt. Tax revenues 
mt up during the expansion, but so did tax rates in On- 
io and indeed in Ottawa. 

On industry’s part, during the expansion years of the 
ddle 1980s, Canadian firms enjoyed success in large 
asure due to a low Canadian dollar. The question was 
iether to forego immediate profits in order to restructure 
‘the future or to take the chance that restructuring and 
investments necessary could be carried out later. Some 
lustries and companies delayed the inevitable; others 
ch as ours and others also facing intense international 
Mpetition made massive investments in facilities, tech- 
logy, product development, raising productivity and 
ality, while also increasing production volumes. 

A variety of factors have now converged upon us all, 
Juiring that both governments and industries convince 
adians of the gravity of the deficits and debts problem. 
Wernments could then reduce spending, Canada could 
srease national productivity, and industry could take bet- 
‘advantage of the Canada-US free trade agreement and 
tter meet global competition at home and abroad. 

In terms of federal and provincial sales taxes, we 
yuld like to remark that the goods and services tax will 
sist Canadian manufacturers and therefore the national 
onomy by eliminating federal sales tax from production 
sts and from export prices for Canadian goods. It ends 























the sales tax advantage of imports over domestic Canadian 
goods. 

Industry and the economy now needs to have those 
same advantages extended to the provincial sales tax re- 
gime. While we are pleased that the Ontario sales tax will 
not be levied on the GST, the MVMA urges Ontario to 
respond to the insistent need for integration of the retail 
sales tax with the goods and services tax. Benefits would 
include lower production costs, added to significantly by 
reduced administrative complexity and the costs that repre- 
sents. 

In terms of Ontario’s competitive position—that is a 
phrase I am sure Mr Kwinter recognizes from past days— 
it is clear that for some time Ontario’s competitive advan- 
tages as a capital investment host have been slipping away 
in comparison with project costs in other Canadian and US 
jurisdictions. Industry is attending to its costs, productivity, 
product design, quality, safety, environmental protection, 
skills development, training and customer service perfor- 
mance, but governments must attend to those of its activi- 
ties and costs which do not add to the ability of industry to 
meet global competition. 

We are pleased to acknowledge the Treasurer’s state- 
ment in the Legislature on December 4 in which he com- 
mitted to proceed to implement the R and D 
superallowance and the Ontario current cost adjustment 
and its enrichment to a 30% rate. We recommend that the 
R and D superallowance be also set at an enriched level to 
emphasize the need for R and D projects in Ontario. 

Among the Ontario taxation measures which we be- 
lieve are contrary to this precept of lowering costs are, 
first, the grouping of the gas-guzzler, the tire and the 
gasoline taxes. MVMA member companies have dou- 
bled the fuel efficiency of their products since the mid- 
1970s. Progress continues across a broad front of 
technologies to continue to improve motor vehicle capa- 
bility. Tax penalties on vehicles will not hasten that pro- 
cess and will likely work against it. If the objective is to 
conserve fuel, we maintain that drivers must be per- 
suaded to take advantage of the vehicles’ fuel efficiency 
by operating them more energy-conservatively. If the 
tax system is to be used to convey that message, much 
more use of incentives is advocated, not the bludgeon of 
punitive tax rates. 

If we are correct in stating that the market is already 
aware of the need and the objective of conserving fuel 
or reducing fuel consumption, we contend that no pur- 
pose is served by increasing the cost of vehicles via ad 
hoc taxation measures. 

With regard to the employer health tax, increases in 
the cost of producing goods in Ontario through this type 
of tax measure also constrain the drive to be globally 
competitive. Because companies have no control over 
the effect of these types of levy, we urge that they be 
avoided by governments. Until the EHT is evaluated as 
to its economic competitiveness effects, the MVMA will 
continue to recommend that it be limited by applying it 
only up to a maximum salary or wage remuneration of 
$30,000 per employee per year. This would go a long 
way to remove the distorting influence of the employer 
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health tax on the design and development of company em- 
ployee benefit programs. We would also urge the govern- 
ment to hold the EHT at its initial rate. 

On the corporate tax rate, we note that Quebec has 
employed a lower rate of corporation income tax to attract 
industry and to promote the expansion and productivity 
improvements of businesses already there. The MVMA 
recommends that course for Ontario as well to redress 
some of its lost competitiveness as a business environ- 
ment. The MVMA also urges that consideration be given 
to reintroducing an inventory allowance to offset inflation- 
ary effects, removal of the half-year rule in claiming capi- 
tal cost allowance, and the elimination of the unrealistic 
effects of the 120-day rule for investments to be eligible 
for reducing the base for Ontario capital tax. 

There are probably many other things we might have 
included in a budget submission which we intend to put 
forward to the Treasurer, but we thought we would limit 
ourselves today to those items, and hope to respond to any 
questions that you have. 
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Mr Stockwell: I am curious; did you have an opportu- 
nity to read An Agenda for People? 


Mr Clark: Yes. 


Mr Stockwell: It appears that your recommendations 
are running very contrary to some of the recommendations 
and concepts that are being put forward by this govern- 
ment, particularly when it comes to the corporate tax rates, 
talking flat tax, talking a few programs that appear to be 
instituted. Tell me how this will affect your particular in- 
dustry, and do you see it as another blow to your competi- 
tiveness? 

Mr Clark: I think I would like Jack to talk to this too 
because he is more familiar with the taxation than I am per 
se, but we have not given it a great deal of investigation at 
all. We are more, I guess, incrementalists than looking for 
an analysis right away of a brand new concept and we 
have been wrestling so hard with trying to administer or 
getting ready to administer the new goods and services tax 
and so on that we have not really gotten into any evalua- 
tion of something like a flat tax or a minimum corporate 
tax or any of those projects. I think we generally feel that 
there should be, and there is, a reasonable mix of taxes. We 
think some should be on income, we think some should be 
on consumption, then it becomes a case of dealing with 
those basic forms. We have not been very innovative in 
our thinking. Jack, do you have anything? 


Mr Holman: The impact of taxation hitting the prov- 
ince or an industry adversely comes when you are in a site 
search for a new facility and that becomes very competi- 
tive against facing states around Mexico or Europe. So that 
is where we have to be very careful in having a tough sell 
at times. At the present time, there are no new major facili- 
ties on line. There may be expanding present facilities and 
if you have a facility, bricks and mortar in place, you al- 
ready have a leg up over a greenfield site; but where there 
is a greenfield site up for grabs, then if your tax regime is 
not competitive, you would have a tough sell, from a Ca- 
nadian financial analyst’s position in the industry, in sell- 


jobs in Windsor and also attracted a few other businesse: 
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ing your counterparts that this should be the location f¢ 
facility. 

Mr Stockwell: I guess then you are the specialist ; 
the next question goes, I suppose, to the specialist. W 
about now? How are we shaping up, Ontario, in comp 
tiveness with respect to taxation? I suppose debt ent 
into it, not really a lot but more from a tax point of vii 
Are we competitive? Are we going to attract growth, n 
industry or expansion compared, let’s say, with (a) 
world and (b) even just our closest neighbours? 


Mr Holman: Our competitive position has declin 
We have not had a greenfield site to study, and when a 
greenfield site comes up, that is when you get into y 
in-depth study. But I know our competitive position 
declined, say, from the time we went out and won 
Essex Manufacturing facilities which created about 2 


Mr Clark: Mr Stockwell, if I might, there are a c 
ple of studies that might yield some information I 4 
leave with the researchers. One is the study that 
Kwinter’s group commissioned for the parts manufact 
ers, and maybe they have already given a copy out, bu 
was done earlier this year. It indicates some of the loss 
competitive investment Ontario is facing. But it rea 
comes down more to: an old plant in Canada has pr 
lems, an old plant in the US has problems. The costs 
those*plants, because they are old, because the workfo 
is older and the costs are higher for such an older wo 
force, it means that you can compare better an old plant 
an old plant. 

I think we suffer a little bit in relation to those two. T 
big problem comes when you are dealing with an old pl 
in the US versus a new plant in the US. The costs 
totally different, and the same up here. So it gets v 
difficult to try to sort out exactly where you stand, esy 
cially if you only look at the taxation side. Everything g 
folded in, the workforce, the training, the skills develc 
ment, the education system, the health care system, all) 
those things. This will help a little. 

Then Michigan did its own study in July 1990, called 
Review of Michigan and Ontario Taxes; they took a f 
forma capital project and tried to sort out what the ma 
taxes were at least in each jurisdiction for that same proj 
and it came out mixed. The first couple of years one jur 
diction had an advantage, the middle years somebody e' 
and then it reverted and indeed, the 10th year it is back 
the other one. So again, it is very difficult. It is almos 
qualitative rather than a quantitative arrangement, bu 
will be glad to leave those with the staff. 


Mr Stockwell: Good. Being in the car business, it 
ways astounds me, when eventually you go and finish s 
ing a car, the number of taxes you add on, from the | 
conditioning, gas-guzzler tax, your tire tax and so ona 
so forth. By the time you end up actually writing the « 
up, you see the customer's eyes pop. One last quick qué 
tion is, has there ever been a study done with respect to t 
after-sale taxes, or some are pre-sale taxes, that are built 
with respect to selling a vehicle, say, in Ontario as oppos 
to New York or Manitoba, etc? 
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Mr Clark: I cannot recall anything offhand on that 
is. 
Mr Holman: I cannot recall a study like that, no. 


Mr Clark: Because of the federal sales tax having 
nso high— 
Mr Stockwell: I know, the 13%. 


Mr Clark: Yes, 13.5%, we figured that under the old 
nufacturers’ sales tax, with its possible application at 
ious levels of transaction in getting to a completed ve- 
le, even though the nominal rate was 13.5% on the sale 
m the manufacturer to the dealer, it is probably closer to 
% because of the taxes that are buried in it. That will go 
ay over time now, thank goodness, although there are 
| some buried in older plant properties where you did 
+ manufacturers’ sales tax and it is still buried in the 
ft. 

Mr Stockwell: Of course it was all compounded too, 
en you added on these other taxes. 


Mr Clark: That is right. 


Mr Phillips: I have a couple of observations and then 
uestion. The employer health tax you have some prob- 
1 with, but to me it is potentially one of the big competi- 
2 edges you have versus US plants, in the sense that you 
paying maybe $1,000 a year per employee for health 
e and my perception is it may be $3,000 in the US. My 
st question would be, what is the competitive edge on 
it? Second, I know all the business community comes 
J wants us to reduce debt and deficits as long as it is not 
acted. For example, the current government, by elimi- 
ing the sales tax on top of the GST, is going to forgo 
0-million worth of revenue and it is probably $250 
Ilion of revenue it would have gotten by taxes on top of 
+ old manufacturers’ tax. I would think the auto industry 
efits a fair bit by that and I just make that observation 
you. 
But my big question is one that Mr Stockwell asked a 
Je bit and that is the one that is on all of our minds: just 
w competitive the Ontario industry is versus elsewhere. 
sind of hope that an industry as sophisticated as yours, 
it must on a daily basis be comparing versus your US 
unterparts—what help you might provide us in terms of 
w we stack up, everything in. I am talking about labour 
sts and management costs and all those sorts of things. 
yu may not have it with you today, but is there anything 
a 

Mr Clark: Yes, there is something coming up, Mr 
iillips, that we hope will give us some of that data in our 
ctor. This parts study did that kind of thing, trying to 
ture out what the cost difference drivers were between 
anadian and US— 


Mr Phillips: My impression of that is that that was an 
‘itudinal thing as opposed to an analytical thing. 


Mr Clark: It was a survey, there is no question about 
at, but there were some hard data in it as well. We hope 
at the analysis the same consultant is carrying out for 
atched plants on each side of the border in three different 
ember companies of ours will yield some of that infor- 
ation. I have not seen the data yet. It is still being sorted 



















out. But that will come out within a few weeks, I would 
think. 


Mr Phillips: That is a public document? 


Mr Clark: It will be. But generally, I guess the best 
way to say it is, go back to the auto pact in 1965. That 
integrated the North American industry. It made possible 
all the objectives, one of which was to make sure the mar- 
ket forces worked. Another one was to make sure that you 
get the economies of scale. That was skewed purposely at 
the time in order to get assembly jobs, because what we 
wanted was jobs. We have gotten them. We have also, by 
the way, gotten tremendously modern, large branch plants 
of multinational corporations. That has stood us in good 
stead over the whole operation of the auto pact since 1965. 


We think each company could come up with data 
which show that their plants in Canada are still at the very 
top of the ladder in terms of productivity, quality, what- 
ever. One of the ways they do it, I understand—and Jack, 
correct me if I am wrong—is to relate warranty costs, for 
example, back to the plant that finally assembled the vehi- 
cle. So there is a great deal of information that goes into 
monthly reports which are put out plant by plant. That is 
the way each company individually designs its method of 
tracking where each plant in the system is in those things it 
wants to know about. 


Mr Holman: Track it back to the parts supplier. 


Mr Phillips: What would be an equivalent number to 
health premiums for a US plant? 
1630 

Mr Holman: I think it would vary, because some of 
them are self-insured. Some of them have very good re- 
cords in terms of workers’ compensation and some of 
them have very poor ones. The poor one is going to get 
charged an awful amount more in terms of insurance. I do 
not have it. I do not know whether the US would have it. I 
think we will get it out of this study with the assembly 
plants involved, which will be at least a better indication 
than we have had up to date. Agreed: There is no question 
that on the surface at least, Canada’s universal health care 
system is an advantage for Canada. It is slipping away. It is 
costing us more. It is raising the deficit. It is causing inter- 
est rates to be higher. Where do you go with all of this 
stuff? 

Finally you come back down to, well. where does On- 
tario sit? We are sitting in a moving vehicle. It is going 
backwards. It has been going that way for a long, long 
time now. It is not going at a horrendous rate just yet. We 
still have advantages over the US. We do not have advan- 
tages over the Japanese and we do not have advantages 
over the Mexicans in terms of flat-out nominal costs. But 
we do have some qualitative advantages. Those are diffi- 
cult to sell when there is a new project coming down the 
pipe, the decision for where it is going resting with some- 
one else. 

Mr Phillips: I for one would be interested in that 
study because | hear a lot of comments like you have 
given. When I say. “What are the facts?” it is tough to 
come up with. 
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Mr Clark: We will certainly table a copy of that study 
as soon as we can get our hands on it with the committee. 

Mrs Sullivan: I have some figures relating to the 
competitive aspect of the tax and other input structure. One 
of the things that strikes me in fact is that although perhaps 
not in the particular sector, but across, generally, in manu- 
facturing, Ontario is in a position, at most current stud- 
ies—we are in late 1990—that shows us to be singularly 
competitive in terms of all of those government costs, 
whether they are corporate income tax—certainly highly 
comparable for manufacturers, employer health tax and 
UIC, WCB and so on. They are in fact quite comparable. 
On the employer health tax figures, the US chamber of 
commerce has estimated that their costs are 8% of their 
gross payroll, whereas of course for large manufacturers in 
Ontario they are under 2% and significantly lower here 
than even in Quebec, which is next door. 

I think that it would be useful, as we are looking at 
competitive issues—we are looking at other things as well 
as the costs that are placed by government, whether 
through inputs or through corporate taxes, including the 
speed at which innovation is introduced into industries and 
so on. One of the things that kind of struck me about your 
presentation related to the suggestion that the research and 
development superallowance be set at an enriched level. I 
wonder if you could expand on that and say what rate you 
would like to see that will be beneficial for the industry. 


Mr Clark: I am not sure what rate we would set on it, 
but as high as possible. I think the main intention there, 
certainly on my part, was to try to suggest that, although in 
all of the comparisons that have been done that I have 
seen, anyway, of research and development expenditure 
nationally or by industry or whatever and the tax rates that 
apply to those expenditures, Canada looks not only to be in 
great shape; we are competitive in terms of rates of taxa- 
tion on R and D expenditures. 

None of the studies that I have seen takes into account 
the programs of assistance outside the tax system which 
many, many countries have in place. They are extremely 
generous. They want R and D, they get R and D. But, by 
George, they buy it. We do not do that in Canada. Again, 
go back to the inception of the auto industry in Canada, 
which was over a high tariff wall. A couple of companies 
came in and brought parts in from the US and assembled 
them here. The cost of the vehicles was extravagantly high 
until the auto pact in 1964. Then we wind up with a skew- 
ing of policy towards getting jobs in assembly operations 
and indeed lowering costs both at the factory and for the 
retail customer. All of those things were done. 

Now we are into: “Wouldn’t it be nice to have R and 
D?” Yes, it would, I guess. But we have the advantages of 
R and D. We have the jobs coming from applied R and D. 
Do you go on a sector-by-sector basis and say. “Whatever 
R and D is, would a facility really help in whatever terms 
you want it to help that particular sector?” or do you go to 
a generic program, which is probably what would have to 
be done at the federal level and say, “Okay, we want just 
more R and D””? 


We have worked this incrementalism thing I ha 
talked about before. We have been successful to a fai 
large degree, working with other groups, to make sure t] 
the definition of scientific R and D in the Income Tax A 
upon which our data as to what amounts are expended 
R and D in Canada is based, is generous enough to allc 
inside those items of expenditure which we figure are: 
and D. There is a great deal still left outside. We are WoOl 
ing on that. 

But to attract a chunk of automotive R and D to tl 
country is going to be very difficult if it is going on sor 
place else already. There is a lot of testing work that. 
done here: cold weather, alternative fuels. The mix of 
ternative fuels in Canada rather than in the United Stat 
probably offers an opportunity for us. So far the comp 
nies have done a lot of work in those areas, but it has be 
test programs, which probably do not fall within the 
come tax definition. | 

I would say that if we are really serious, there is goil 
to have to be, to put it bluntly, a purchasing of a R and 
capability for Canada. 


Mrs Sullivan: Does MVMV support the co: 
producers’ request for higher oxygen content— 


Mr Clark: Oxygenated fuels? Again, the public 
going to be the final arbiter in this thing, and we, alot 
with the corn growers and the other groups, the Canadi: 
Oxygenated Fuels Association, hope we can get enous 
information to them to have them make a decent decisio 
Right now, the costs are not in line, the range of the vet 
cle on those types of fuels is not in line, the storage of t 
fuel is much too bulky. Whether we can get it down, we ¢ 
not know. The possibility exists for all kinds of things, b 
none of them is as convenient as the system we know rig 
now, which is gasoline-based. If an edict comes, that is o1 
thing. We do not think it is necessary. There is so mu 
work being done by each of the companies to ensure th 
they know precisely what they have to do in order to g 
into some other fuel than gasoline or diesel fuel that that 
not the problem. The problem is still economics and cust 
mer demand. 


Mr Kwinter: Just a bit of information. Lee Iacoc 
has been quoted as saying that the cost of fringe—I cann 
remember the exact number—is $200-plus in Ontario ar 
$700 in Michigan per car. That is offset by a lot of oth 
things, but that is what is happening. 

Jack, I would like to ask you a couple of questior 
based on your comments about a greenfield operation. Ke 
Harrigan had told me relatively recently, certainly with 
the last year, that Ontario enjoyed about a $10-per-ho 
advantage in labour cost over its counterpart in the State 
Second, and I do not know what happened because I ha\ 
been removed from it a little, but when the negotiatiot 
were going on about the van plant that was going to g 
into either St Louis or into Oakville, obviously, from tk 
information I got from Ford, we were able to be compet 
tive. Has that deteriorated? 


Mr Holman: It has deteriorated somewhat. Agaii 
that study was done at that time, and to say we would ha 
to revisit a study complete—when we look at a study, thei 
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abour dollars, the cost of the fringes, transportation 
‘s for the market you are serving, interest rates, the 
operating the plant. It goes right down to the bottom 
The comments say we have deteriorated significantly. 
ild not answer that question properly. 

Mr Clark: One of the things that is very difficult for 
s well as for you, I am sure, from Mr Stockwell’s 
ments and Mr Phillips’s and everybody else, is trying 
-al with the thing in a very studied and objective way, 
use you cannot get the data. We hope this study that I 
tioned earlier will give us a little better handle on it, 
t is incrementalism again. If you look at one aspect of 
at turns out to be a disadvantage for Ontario, then you 
jable to get somebody who has made his mind up on 
discrete item, and it has nothing to do with the overall. 
-is the dilemma. I will give you two examples. 
Zederally. my understanding is that there is an interna- 
ally accepted, tested and reciprocally recognized list- 
of chemicals used in industrial facilities. Canada has 
en, federally, not to recognize some of that testing that 
gone on. I do not know what their reasons are. The 
it is that if you have now the need for that chemical in 
ada in your operations and it is not going to be ap- 
yed automatically because it has been tested some- 
re else, then to test it in Canada vis-a-vis the United 
s, I am told, costs 20 or 25 times as much. 

[t is the same thing with building permits. The tape you 
e to cut in order to get through to get the approval to do 
sewage treatment plant, the electrical facilities, the 
sformers, the roads, the whole thing on an expansion to 
ant, are 20, 25 times as high as they are in the United 
es. All you need is one of those and we are in big 
ible when somebody in the United States is making a 
ision on the placement of a facility. 

Labour situations: One of our member companies tells 
_and it was a fascinating story and I wish I could take 
time to repeat it, but in essence it was that during last 
’s negotiations the facilities were going to be over- 
led and you either brought in new product to put in that 
lity or you lost that facility. In order for there to be a 
| possibility of bringing that product in—and it is NOW 
by the way—there had to be changes within the collec- 
: agreement to allow for changes in classification and 
iority rights and a whole bunch of other things in order 
nake it fly. I do not know what the detail was. That was 
le. The union saw it had to go through with that agree- 
nt, and the agreement was struck on the basis with the 
‘knowledge of the people in Employment and Immi- 
tion Canada that it would come forward and assist with 
ning, etc, etc, in order to take this new product on. We 
y nearly lost it. Had we lost it, I think there were sev- 
| thousand jobs in an already depressed area that were 
ng to go. But we have retained them. We have not 
yanded them, we just retained them, but the fight you 
1 to go through in order to get there was monumental, 
Itifaceted and, thank God. successful. But all you need 
hat one implication that, “Hey, there’s a negative here 
t we don’t have some place else,” and it could be that 
1 have lost a project. 






















Mr Hansen: The latest figure I heard was that the 
difference between the auto worker in Canada and the 
United States was approximately $6 to $8. I do not know 
whether I am too far off. I hear $10 mentioned. 


Mr Clark: I think that is way too high right now, the 
$10— 


Mr Hansen: We get into the Canadian dollar as it is 
right now; things have changed. I came from auto. 

I see the point of the employer health tax. You put a 
figure of $30,000. I know this became a problem, that in 
the auto industry, when things are good, there is a lot of 
overtime involved. I can see your point. This is the place to 
bring it up and air these particular things. 

The other thing—talking to some of the representatives 
from General Motors in one of the last meetings I had with 
them—was on the auto insurance. They did not have any 
figures, but if we do come in with the public auto insur- 
ance, which is supposed to be coming up this spring, this 
will reduce the operating costs. They feel that insurance 
costs were going up for the auto industry, because if a 
person was in an accident the auto manufacturing would 
pick it up rather than the private insurance. 

These were some points I just wanted to clarify with 
you, that we are looking at some of these areas to reduce 
costs and I hope we can do something for you. 


Mr Clark: We appreciate it very much. The situation, 
again, is that from an assembly point of view I do not think 
there is a big problem about where you assemble a vehicle. 
It is extremely critical to the country about where the devil 
you get the parts. That has always been the case. In our 
sector, there are 30,000 people involved in parts produc- 
tion as well as the 50,000 in assembly, but it is critical as to 
where you get your value added, which in our case is 
largely from the parts area. It is that parts area, too, which 
is extremely vulnerable. I do not want to speak for them; I 
know they have either been before you or will be coming 
but, believe me, they are the meat in the sandwich right 
now. 


The Chair: There is an issue I do not need comment 
on. In my riding and others I am starting to experience that 
some people are moving their parts manufacturing because 
we are bringing in environmental controls and there are 
jurisdictions in the United States that are not, and this is 
going to become a problem. Do we continue to pollute our 
environment or lose the jobs to somebody who will con- 
tinue? This is a very interesting question. 


Mr Clark: Wait until Mexico comes along. 


The Chair: My understanding is that the Rio Grande 
is just like a big open sewer. 


Mr Clark: It is—and Europe. I was in Germany in 
the Ruhr Valley last September and, I tell you, you cannot 
breathe. It is unbelievable. Everything they do there is for 
the benefit of maintaining industry. That is great up to a 
point, but we think there is no particular conflict between 
controlling our plant sources of pollution as well as the 
vehicle sources and the economic viability or the value of 
our industry to the country. There is no problem in meeting 
those two goals. 
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The Chair: My understanding is that California is 
going to have some very stringent controls by the year 
2007 and that these are going to have to be met if you are 
going to sell a car in California. 


Mr Clark: That is right. They have a unique problem. 
It is really starting to get better. I understand that the days 
of notice where you should not go outside and so on and 
so forth for those who are susceptible are way down from 
where they were. The whole global warming, CO>, ozone, 
fossil-fuel-related situation is being given such a tremen- 
dous amount of attention right now that I venture to say 
that it will be overcome, and it will be that we will be into 
alternate fuels not too far down the pike, that people will 
find them quite acceptable as alternatives to what they are 
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using now. We are going to have to market like we | 
never marketed before. The standards are going to hay 
be reasonable and over a time frame that allows us to n 
the adjustments. : 

So far, so good. But the important thing in my mir 
that we can do it because government, industry and 
public are all for it at the same time. So you do not 1 
regulation. All you need is a consensus as to where 
want to go and how quickly we can get there and we 
made it. | 


The Chair: On behalf of the committee, I would 
to thank you for coming. 


| 
The committee adjourned at 1646. | 
| 


{ 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Thursday 24 January 1991 


The committee met at 1004 in room 228. 


PRE-BUDGET CONSULTATION 


The Chair: I see a quorum. I would like to begin the 
amittee hearings. I would like to welcome the Honour- 
: Evelyn Gigantes, Minister of Health. I would like to 
jou begin. 


MINISTRY OF HEALTH 


Hon Mrs Gigantes: It is a pleasure to be here. I 
ald like to introduce to committee members who have 
met him, the deputy minister, Martin Barkin. 
This is a new format for discussion of pre-budget mat- 
, as I understand it. It is certainly a new format for me, 
I hope the committee will excuse signs of incompe- 
se, irrelevance and so on. I intend to try to make a very 
*f introductory outline that will indicate to you the ap- 
ach that our government is taking to questions affecting 
health of Ontarians and then ask Dr Barkin to lay out 
1e of the more explicit kinds of considerations that pro- 
e the policy framework for your consideration. Then we 
prepared, of course, to answer whatever questions you 
y have explicitly around matters of the financing of our 
grams. 
I would like to begin by indicating that the approach 
tI, as Minister of Health, have taken since being sworn 
O this position in October has been one to try to think of 
W we can best improve the health of Ontarians. 
As you well understand, the development of policy and 
Ctice programs within the Ministry of Health has been 
xely associated with the public health insurance that we 
fe providing hospital insurance and physicians’ services 
urance, so the development of policy, apart from pro- 
ing public health insurance for those two items, has 
n slow. 
Nevertheless, over the last few years there has been a 
of work done and I would like to acknowledge before 
3 committee the work done by both Conservative and 
eral governments before the formation of this govern- 
nt in attempting to develop a broad policy framework 
the betterment of the health of the Ontario population. 

s a slow process, but much progress has been made and 
will speak to some of those items as we go this morning. I 
sure you will want to ask questions about how that 
ates to our financial planning. 

In very general terms, what we know that has come out 
the work that has gone on in the discussion of public 
ilth policy and the health of Ontarians has been an ac- 
dwledgement that the delivery of health services is only 
2 part of what has a large influence on the overall health 
the Ontario population. 

We have come to recognize, through the planning of 
ilth policy, that in fact social and economic factors are 
imately, closely and irrevocably linked to the overall 














health of this population, as with other populations histori- 
cally and geographically in our universe. We have not tra- 
ditionally paid very much attention to that fact in the way 
we have worked towards trying to better the health of the 
Ontario population, or the Canadian population, though in 
fact it was Canadian sources which first began to identify 
that very important element in health planning. 

What that means, of course, is a great many things. It 
means that somebody who is responsible for working to- 
wards the betterment of the health of Ontarians has to pay 
very close attention to the social and economic policies 
that are developed within the government serving that pop- 
ulation. We have also learned that the environment—the 
work environment, the life environment, the environment, 
for example, in terms of the safety of highways—is a very 
important influence on the health of a population. We have 
learned that people’s life habits have a very profound in- 
fluence on their health and, consequently, the overall 
health of the population. Fourth, if we are to identify the 
major factors influencing the health of the population, we 
of course look to the delivery of health services. 

You will want to talk to us about all those elements. I 
suspect you will want to spend most of your time on the 
fourth, but I wish, just in the beginning, to indicate to the 
committee that in terms of this government’s approach to 
health planning for the Ontario population, we are trying to 
make those policy decisions and develop those programs 
which will include the important contribution of all four 
elements to the overall health of the population. 

On top of that, I can say that this ministry which I am 
representing before you today on behalf of the government 
is one which is currently spending a very significant por- 
tion of the revenues available for government in Ontario. 
That is also true in other provinces. As Dr Barkin will 
mention, in comparative terms, Ontario is perhaps focus- 
ing overly on the delivery of health services when we 
think of the other elements which I have just enumerated 
which contribute so significantly to the overall health of 
the population. 

With that brief outline, I would like to pass over to Dr 
Barkin to speak a little more precisely about the matters 
which you will probably want to discuss in more detail. 
1010 

Dr Barkin: To the recollection of me and my staff, 
although this committee has been in operation for about 
three or so years, this is the first time the Ministry of 
Health has actually been before the committee. 

In order to provide the committee with the maximum 
opportunity to ask questions and engage in dialogue, I pre- 
circulated remarks that I had prepared. I have no intention 
of delivering all of the remarks,but only to highlight them 
and not consume too much of the time of the committee, 
and perhaps focus on a few areas. I hope they are areas 
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that are of interest to the committee, but if they are not, the 
committee can focus its attention on the areas of interest to 
it. I have with me some staff; if I cannot answer the ques- 
tion, I hope they will be able to provide you with the 
answers. If neither of us can at this moment, we will be 
sure to get the answer to you in a timely way. 

The minister introduced a commentary about the deter- 
minants of health in our society, of which the health care 
system is the fourth determinant but one which for Canadians 
traditionally has been of very high value. 

It is no great secret to anyone that as we have the two 
conflicting problems before us, our need and desire to 
maintain full accessibility to every appropriate health care 
service that we can to all of our citizens, the other side of 
that coin is to do so within an affordable and manageable 
framework, because we cannot sustain the health of our 
society without having those two in balance. 

One of the difficulties traditionally that ministries of 
health have had in this country is that they have had as 
their roots an insurance background. We really never have 
been managers of a health system. We have been insurers 
and funders of health services generally left to others to 
organize and manage and deliver. So as we finally have 
had the fiscal pressures come into balance with the service 
pressures, we have now had to look at and reconfigure that 
paradigm and see to what degree it needs to be restructured, 
while we remain true to the principles of universality, accessi- 
bility and comprehensiveness of health care services. 

Virtually every jurisdiction in Canada has put together 
some form of advisory body to the province, whether it is 
called a Premier’s council or a royal commission or a 
named commission. Everyone is looking almost every- 
where in the world to see where the appropriate organiza- 
tional solutions to managing that balance between full 
health care services available to everyone within an afford- 
able framework can be found. 

Rather than go through everything that is the commen- 
tary that I have, therefore I am going to just concentrate on 
three areas. 

One of the areas that comes up as a possible solution— 
and rather than project the slides up, perhaps I can circu- 
late these to the members and two or three people in the 
gallery—is the notion of a free market system in health. 
We hear this quite frequently, “All things can be corrected 
by allowing market forces to prevail.” 

In order to see how the free market system works in 
health care, we ought to look south of the border, since it is 
the home of the free market system in health care and 
probably the last jurisdiction in the world to rely on that. 
What we see is both the highest gross national product 
devoted to health as well as the highest per capita spending 
in the world of any country; 40% higher per person in fact 
than Canada, according to the Organization for Economic 
Co-operation and Development. One of the most remark- 
able comments I would make is that health care in the 
United States, in and of itself, is the fifth-largest economy 
in the world, larger than the economies of all of the other 
countries of the world but five. 

Yet in the face of that kind of expenditure, it has at 
least 30 million uncovered citizens, 37 million partly 
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covered. Its health indicators, overall, are falling. Its| 
natal mortality, birth weight, maternal mortality, lif 
pectancy from a variety of diseases is now falling 
rising, as it is in almost every other western counti 
now rates in the World Health Organization lexic 

19th in overall quality of life, and notwithstanding its 

expenditure, its own polls show that its consumers 
providers together are the least content of those i 

country where it has been polled. 

I should point out that the United States has more 
fees for the vast gamut of its health services than any 
country as well, and that its health care costs are 
affecting its competitiveness, its ability to generate w 
as its major manufacturers attest, and has become so he 
regulated and intrusive that one observer told me tha 
health care financing administration in the United S 
passes a new regulation every seven hours. | 

It is a remarkable change in the way health care 
been delivered in that country since 1983, and in thi 
cently passed Congressional Omnibus Budget and Re 
ciliation, 1990, an act which had frozen physician: 
since 1983 under medicare, they were now recomme 
10% rollbacks and they now were producing even fu 
draconian measures in the management of health 
expenditures there. 

The one final thing I would say in terms of effici 
of the free market system as opposed to the governt 
system is that in testimony before Congress it has 
estimated that if the United States had the government 
insurance-type system that is now present in Canada 
United States would be saving $50 billion a year, th 
non-health-care dollars, in the paperwork involved to 
tain its system. So if anyone still wants to recomme 
free market system or portions of the free market sy: 
as a solution, they would have to deal with those obv 
failures when that works. 

If we switch over and have a look at the Cana 
system in the constellation of world events, we are 
exactly doing better than the rest of the world, althe 
when we compare ourselves to the United States w 
quite a bit better. We have in this country the highes! 
Capita expenditure of any country with a national he 
system. We are now devoting $1 in $12 of the nati 
economy to health care. 

Notwithstanding that fact, that it is costly, it is als 
value. We captured a lot of the values of the Cana 
health care system in the Canada Health Act, but an exte 
observer, an editor of the New England Journal of M 
cine, looking from the outside into Canada, said tha 
had found another value that Canadians feel but do 
articulate and that is the concept of equality before 
health care system. He equated that to the American | 
cept of equality before the justice system. The view is 
no one ought to be able to buy himself a better bran 
justice simply because he has more money. We have tr 
posed that kind of value into the health care sys 
whereas they have not. 

I do not pretend for one moment, and neither do 
Americans, that the Americans have achieved their a 
lute ideal when it comes to justice, any more than we | 
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eved our absolute ideal when it comes to health, but it 
remains an ideal and a goal and we work towards it. 
we get closer to it all the time. 
Within that value, our growth is exceeding inflation by 
e than two times, and it is encroaching on all kinds of 
t priorities that promote the health and wellbeing of 
adians—affordable housing, welfare, education and 
arch. 
Jp to now we have, however, maintained a reasonable 
nce between other priorities that promote health and 
th care. We have been doing something right, because 
da remains and Ontario as part of Canada remains in 
oa five of nations in the world in our health indicators, 
we remain in the top five in the world as a nation in 
all wellbeing. 
ere do we see our biggest problems in health care? 

certainly see problems in access to high-technology 
ices. We certainly see problems in access to certain 
sialties in certain areas. We certainly see problems in 
’ss to beds. But the reasons given do not seem to stand 
We have trouble in access to beds, notwithstanding the 
that we have one third as many beds per capita open, 
Jed and in service at this time, one third more than, say, 
state of Minnesota, or Baden-Wiirttemberg, Germany, 
nding on where you want to look. Our patients tend to 
‘in those beds one third longer than they do in almost 
other jurisdiction even though we have a publicly 
Jed home care system, which has a long way to go in 
of itself, but is certainly better than what is available in 
jurisdictions that use their beds less. 













We are told that the reason our health care system is 
1g in cost is because of our demography. That cannot 
‘mtirely true either. We have one of the youngest popu- 
ms in the world. Countries with one third or half again 
nany over-65s and over-75s as we have are not having 
ech difficulty as we are and seem to be facing that 
1 of demography. In fact, the thing we have to worry 
ut today is that when we reach their age mix—and we 
fin the next 15 years—if we continue to use the kinds 
ervices and apply those the way we do now, we will 
eed their expenditure by much more than the 25% or 
0 that we do now. 
We are told that the problem is the high cost of new 
nology, but I would have to tell you, as Deputy Minis- 
of Health, I have not had any proposal for new technol- 
put before me that did not also have with it a caveat 
“said if I put this new technology in place or if the 
istry approves it, we definitely will save a lot of money 
he health care system. You would think that the more 
mology we put in, sooner or later the Ministry of 
ith would be a revenue producer for the government, 
er than a consumer. I apologize for the facetiousness of 
comment. 
We are told that one of the reasons it does not work is 
it is run by the government. The governments are 
ting health care systems all over the world. In fact, one 
ur problems may be that our system is not run by the 
ermment; it is an insurance-based system as opposed 
hose systems in Europe and in England, where the 





















government takes a much greater hands-on position on 
that—not intrinsically a Canadian value. 

The real reason that we understand was the problem 
lies in our roots as an insurance agency rather than a health 
system manager. We are in fact, and have been until re- 
cently, an unmanaged system. Dr David Naylor, in appear- 
ing before the House of Commons committee on health 
and welfare, made that very clear in his testimony. The 
degree to which we have begun to start managing repre- 
sents a very slow start and we have a great deal more to do 
in this area, but I could offer you a few examples and then 
a concluding comment and we could go to some direct 
questions and answers. 

In the prepared comments that I was going to talk to, I 
could say that we really started a lot of our activities in the 
early 1980s, but in 1989 began to look at things in earnest. 
Some of the things that have happened since then were the 
passage of the Independent Health Facilities Act, 1989, 
which for the first time is a health services act that requires 
quality assurance and outcome review as a condition for 
continued licensure. We mandated utilization review in 
public hospitals and provided guidelines for those hospi- 
tals. In co-operation with the Premier’s Council on Health 
Strategy, the Ontario health survey was launched in order 
to give us an indication of the health status of our popula- 
tion and to try to trigger expenditure to that as opposed to 
certain other factors. 

We began the health insurance reregistration process in 
order to provide us with real information about what was 
going on. I am pleased to say that last Wednesday, we had 
for the first time a presentation from the Centre for Health 
Economics and Policy Analysis at McMaster demonstrat- 
ing that even with the information that we can generate 
today, we can now begin to look at regional planning and 
reasonable allocation of available resources according to 
population needs, demography, gender mix and prevalence 
of disease, a facility we have never had up to now and one 
that is quite important. 

Perhaps the single most important change, however, 
that has occurred in the last two years is a shift, I think, in 
the awareness of most of the major providers that working 
with the system to produce this evolution will be an impor- 
tant way to make it work. I am delighted at the responses 
we have certainly read, at least in the media and in some of 
my private conversations with, for example, the Ontario 
Medical Association and the Ontario Hospital Association, 
indicating that they now understand that to continue to 
have an affordable and manageable health system that is 
providing access to all of our citizens to the service that 
they need, we will have to work together within this frame- 
work of managing a health system as opposed simply to 
insuring it. 

That concludes my opening comments, Mr Chair and 
members of the committee. There are some additional de- 
tails in the handout. I would be pleased to assist the minis- 
ter in answering any questions you might have. 

Mr Phillips: I wanted to get on early because I missed 
a couple yesterday. Deputy or the minister, we are kind of 
looking ahead at the next fiscal year. Many of the things 
you talked about are kind of a longer-term direction. I just 
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wondered if you could give us some help in terms of what 
we should be thinking about in terms of the health budget 
for next year, bearing in mind that I think two parts of the 
budget, if I am not mistaken, hospitals and doctors, repre- 
sent close to 80% of the budget. 

In the hospital sector, I know the nurses’ contract ex- 
pires at the end of March, on the first of our fiscal year. I 
believe the Premier has made some fairly significant com- 
mitments to the nurses. I think there are negotiated settle- 
ments with the rest of the staff in the 8% range. Again, if 
you look at the hospital budget, I think, in theory anyway, 
we are looking at some very substantial increases in what 
is the bulk of the hospital—probably 75% of hospital ex- 
penditures are staff wages. 

The second one is, I think around 32% or 33% of the 
budget is fees for physicians. The last fee increase was, I 
think, 1988. I believe that there was a commitment to 
binding arbitration for the doctors. I guess their biggest 
area is the drug benefit plan. I think that is another $700 
million of the budget, with the report. I wonder if you 
could give us some help in terms of what we as a legisla- 
tive committee should be thinking in terms of increases in 
budgets for the health ministry. 

The other thing is community-based care, which is 
something I think we all are very much supportive of. I 
think that most people believe you have got to invest in 
that. You cannot just say we are going to have it and not 
have the resources there. How much should we be looking 
at next year in terms of community-based resources within 
the Ministry of Health budget? If I remember correctly, 
people say that psychiatric patients were 
deinstitutionalized in the 1970s without necessarily the 
community’s support. 

So those are my three questions, really. The bulk of the 
health budget is hospitals and doctors’ fees. For both of 
those, it seems to me, there are some significant commit- 
ments made to the wages or the fees in those areas. What 
should we be planning on? For community-based care, 
what kind of investment should we begin making next 
fiscal year so that we have that community facility in 
place? 

Hon Mrs Gigantes: Mr Chair, those are the ques- 
tions. I would love to know the answers. At this stage, as 
you will understand, we are in the process of looking at 
our accounts, trying to figure out what negotiations with 
the doctors, with nurses, are going to mean and also, trying 
to figure out what kinds of moneys will be available for 
expanding community-based care. 

As the deputy minister described it, the situation we 
face is one where much of the demand financially is for 
programs which have been open-ended, provided through 
hospitals by physicians and in which we provide the insur- 
ance payments. That being the case and that making up the 
bulk or a very large portion of the expenditure of the min- 
istry, one tends to think of what is left over for building up 
the kind of community-based services we would like to 
see, many of them pseudo-medical, not necessarily deliv- 
ered by doctors and certainly delivered in ways that we 
would tend to think of as non-traditional, new ways, and 
supporting the kinds of goals for policy planning that are 
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associated with the determinants of good health th 
spoke of earlier. 
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That being the case, we know that we are going to 
difficulty this coming year trying to shift the emp 
within the overall budget of the Ministry of Health 
the traditional delivery system, which I will stress h 
many cases not been good quality. I think that most pe 
for example, in Ontario would agree that we can pr 
better services to people who have chronic health ’ 
lems than we do in the current delivery system, which 
not provide a full range of services, does not provide 
vices very frequently where people want them, which 
home or in residential settings rather than in highly ins 
tional settings. | 

Turning the system to a new direction is a slow 
cess, and it is a process in which one has to fuel the e 
ing system financially so that it operates adequatel 
meet people’s needs as best it can, while at the same 
trying to develop new ways of meeting those needs. ' 
is a difficult problem. 

You have identified the exact nature of the prot 
and we will simply do the best we can, given the neec 
money in the existing system and the new contracts w 
will be worked out with nurses, with doctors, and lool 
resources to help build those kinds of services and 
those kinds of service providers in the system so @ 
better meet the needs of the Ontario population. That } 
not really answer your question, but I do not think the 
an easy answer to your question. 


Mr Stockwell: That is the hard one. 
Hon Mrs Gigantes: That is the hard one. 


Mr Phillips: I am just saying this is 34% of the | 
get. We are presumably trying to help the province to c 
ate well and the recommendations, if they have s 
value, will be your best estimate of what is going t 
required to achieve your objectives. I realize the Treas 
then has the responsibility of saying whether that is d 
erable or not. 


Hon Mrs Gigantes: Yes. 


Mr Phillips: I would like some help because I t 
you now know probably what, in ballpark, the hosp 
may require and what the nurses may require. Those 
the two large components of the budget. Can you just 
us some indication of that? 


Hon Mrs Gigantes: And the doctors. Maybe 
would like to make some comment, Martin. I do not k 
how specific we can be, because these are, at this st 
things that we do not control, though we can hop 
influence. 


Dr Barkin: To the degree that I have any feed 
from the Treasurer, I will try to answer as much of 
question as I have at my disposal. We started out w 
couple of principles. You asked a number of questions 
I have sort of written them down. If I happen to | 
missed one, please remind me. 

In that constellation of questions you asked abou 
difference between the non-institutional-based serv 
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the institutional-based services and we have started 


in our own budgetary planning process with the basic ° 


nise that the rate of growth of non-institutional-based 
ices—community services, home care—will always 
reater than the rate of growth of the institutional-based 
ices. So that was the first principle with which we 
roached it inside the ministry and we will still want to 
i to that. 

The second general principle we started with is that 
e is arate at which any complex system can adjust to 
age and there is a rate, if one exceeds the stimulus to 
istment to change, where that adjustment becomes 
e difficult and sometimes will be disruptive. If we 
xe that there needs to be some change in the way ser- 
's are delivered, then there needs to be, from a funding 
spective—because at the moment that is the only lever 
we have until we are much better at a co-operative 
nd 0 paradigm—then funding cannot possibly 





ond to everything that everyone wants to maintain the 
us quo, since the status quo clearly has to change. Our 
it difficult decision will be to what degree funding, as 
incentive, as we heard from the Premier’s Council on 
lth Strategy last year, can be used to shift from institu- 
al to non-institutional options and to deal with the 
dle pattern of delivery of services in a way that the 
em is capable of responding to. 

That will take a lot of dialogue, but we are certainly 
ire of the pressures that you described, as you know 
n the Ontario Hospital Association’s news release. 
+y presented their figures to the Treasurer. I was present 
hat meeting and the Treasurer commented that, based 
the way the hospitals were now operating and deliver- 
‘services, he felt that they had given a fair analysis of 
1. The question that we did not answer and have not 
wered as yet is, to what degree and at what rate can 
Pitals continue the rate at which they are modifying 
if pattern of service delivery? And they are doing that 
v. Lengths of stay in Ontario in the last couple of years 
‘starting to come down. That is not to say that they are 
under some degree of pressure. In a lot of areas they 
. That is part of a judgement that the government will 
'e to make as we present it with the various dollar con- 
Irations that are before us and the kinds of pressures 
teach dollar configuration will put into the system and 
Capacity of the system to respond to that pressure and 
| maintain the appropriate array of accessible services. 


Mr Phillips: I just want to make sure I understood 
t we should be looking at a greater percentage increase 
dealing with health. That is the kind of indicator or 
*ction. The only comment I make is that some of the 
pital spending is through arbitrative settlements which 
in some respect out of their control, as I guess with 
ding arbitration. The physicians’ fees now might be 
newhat out of the control of the ministry. 


Dr Barkin: Right. All right. I will not comment, that 
ine. 










Mr Phillips: I have one comment. 


The Chair: I really must move along. I have six more 
‘Stioners. Mrs Sullivan is next please. 


Mrs Sullivan: My questions are a direct follow-up to 
those asked by Mr Phillips. I want to really have you speak 
a bit more about that transition phase between heavy em- 
phasis on institutionalization and so on. Moving on to 
deinstitutionalization and where the incentive funding, the 
stimulation for change that you talk about, has to change, 
whether in fact, over a short or interim period of time, you 
want to see a specific increase in your minister’s budget 
for transition purposes. 

I would also like to ask you how you see your ministry 
in terms of provincial management and the way we see the 
budget set up now, your ministry’s rationalizing that kind 
of budget stream, say, with Community and Social Ser- 
vices on the long-term care program. Do you see perhaps a 
reduction in some of the Comsoc budget with a shift into a 
new mechanism? Where do you see increased emphasis 
there and do you see, once again, a short-term shot that is 
necessary or is this something that will happen within the 
context of a third of the provincial budget being dedicated 
to the Ministry of Health? 

I would also be interested in hearing your views on the 
additions of co-payments into the health care system. I 
would also be interested on your views on the impact of a 
change in funding systems of, for instance, case load funding 
systems versus fee for service; once again, the impact on 
your bottom line. 


The Chair: Well, that should take care of the rest of 
the morning. 


Hon Mrs Gigantes: Perhaps I could speak to one ele- 
ment of the questions that the member has asked. I think it 
is a very important element and I think it links with other 
questions that you framed together, and that is the question 
of incentives and how much incentive one provides. 

Indeed, within the institutional framework of our bud- 
get, we will be looking at devoting a larger portion of the 
funding to incentives. That is an aim in our budget plan- 
ning. Martin, you might like to pick up on other things. 
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Dr Barkin: Yes. I hope I managed to capture all the 
questions and I will try to address them all to allow some 
further time for questions. The question had to do with the 
shift primarily from the institutional sector to the non-insti- 
tutional sector. On the long-term care principles, part of 
their implementation will be facilitated by the fact that we 
now have a single assistant deputy minister who stands 
astride community health and community social services. 
We are now beginning to integrate the budgets of the two 
ministries for that particular purpose. 

We can separate the stream for public accounts cer- 
tainly and to remain accountable to the Legislature, but we 
now look at this as a pool of funds between the two minis- 
tries for optimal spending. Perhaps I can help by just re- 
viewing the principles around which we based he 
long-term care reform because they are quite important. 

The first principle is that in order for any long-term 
care system to function, the access to that care has to be 
managed. When we talk about managing a system, people 
kind of think that sometimes we are talking about over- 
managing a system or overregulating a system. In this case 
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we are talking about management of access to the system 
so that people who need the service have a single place to 
go, can be appropriately assessed and then move to the 
service or constellation of services that they need. 

In the long-term care access, that pivotal point was 
called a service access organization. It is a multidiscipli- 
nary based team that receives the patient and has some 
form of overseeing public governance to ensure that it 
remains accountable to the local community in which it 
resides. Once you have accepted a single point of access 
and the ability to place patients in the services they need, 
the way the services they need are managed also has to 
change. 

The way it changes is to fund those services not on the 
basis—I am going to your second question—of a per diem 
rate or a flat rate, but on the basis of the level of service 
they provide. So whether the patient is in an extended-care 
facility or is in a home care program, level-of-care funding 
then becomes the second major ingredient to make that 
system work. There are a lot of other pieces around that. 

In looking at the management of the system and the 
number of beds required to deliver that aspect of the sys- 
tem, we have never separated that from the total number of 
beds in the system because there is a continuum, from 
acute care to chronic care to extended care to home care, 
and different people at different times require one of those 
services. The position we are in now is that as manage- 
ment of access to the latter half of that system has failed to 
provide a managed access to the degree that we would 
like, the rest of the system upstream from it, starting with 
the acute care side, begins to dam up. 

We will see anywhere from 15% to 18% in some areas 
of our acute beds occupied by patients who should start 
moving into more appropriate services that are down- 
stream. The first response is, “We are short of acute beds, 
so build those acute beds.” At a couple of hundred thou- 
sand dollars a bed a year to build and a couple of hundred 
thousand dollars a year to operate, it is a lot more sensible 
to build what the patient really needs as opposed to what 
he does not need that costs three times as much. So the 
whole cost equation shifts as well. 


Mrs Sullivan: Just on that, do we have adequate acute 
care beds now, given a shift? In fact, do we have too many 
acute care beds now? 


Dr Barkin: If the shift is achieved, we probably are 
overbedded on the acute care side, as the United States 
found itself some four or five years ago. As you may 
know, about 40% of the beds in the United States are now 
empty and unoccupied. They have gone from their 95% or 
98% occupancy in 1982-83 to a 60% or 63% occupancy, 
because theirs is a for-profit marketplace. Of course, the 
difference between them and us is that their hospitals are 
facing bankruptcy. Many of them are going bankrupt. The 
level of private-sector hospital corporations going into 
receivership is rising. 

I am not sure I covered all your questions. I did not get 
a chance to write them down. 


Mr Kwinter: I would like to make some observations 
and then I want to present a question. Frank Miller was the 
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Minister of Health in the 1970s. When I was the Min 
of Industry, Trade and Technology he happened to re 
to me. In a conversation I had with him one time, I 
him, when he decided the health care costs were o 
control and advocated closing some hospitals, < 
budget was. He said it was $2.7 billion. At that tim 
thought it was out of control. He had to back down f 
closing the hospitals because of public pressure. So th 
one factor in the equation. We have gone from $2.7 bil 
in the 1970s to $15 billion now. 

In another situation, it is my understanding we ha’ 
population of just over nine million. We have ove 
million OHIP accounts, which indicates that somehov 
other there is something screwy for that to happen. I un 
stand the new health card is supposed to address that. 

We have another situation where we have an oj 
ended health care demand system. The previous gov 
ment tried to cap expenditures of hospitals, which we 
have meant that, let’s say in November, if you run ou 
money and patients come to the emergency, you hav 
turn them away because you say have not got any mo 
That is unacceptable, so there are overruns. Yet the d 
sion was that we have to put these things under control. 

Another anomaly is that we have a situation where. 
have stated yourself that we have the highest per ca 
expenditure in any of the national health care system 
the world, notwithstanding the fact that we have got 
youngest population. Because of that, we should have 
lowest expenditure, given the fact that as you age you t 
more demands on the health care system. 

After making all those observations, it is obvious 
the system is not being managed. I am not saying that 
negative way. I am just saying that there is no control « 
it because it is not a control system; it is a demand syst 
If someone presents himself to the hospital, you do 
determine whether you have to see him; you have to 
him. 

My question is that other jurisdictions are lookin, 
putting in some controls, Quebec particularly, where 1 
have announced they are looking at a user fee. Are 
contemplating recommending to the government any 
of a user fee or any kind of constraint that will try to 
the system under control? 


Dr Barkin: I presume that question is addressec 
me. 


Hon Mrs Gigantes: That is to you. I might mak 
comment after you answer. 


Mr Stockwell: I might make it before you answer. 


Dr Barkin: What we will present to the governme! 
all of the evidence around the various management le’ 
that have been tried in a lot of jurisdictions. We have 
of case study analysis of the impact of so-called user | 
in the system. There are different forms of user fees. | 
very hard to come to grips with it because it carries a Ic 
reactions. Let me deal first with user fee at the prin 
care level, with the notion that the system is manage: 
by a user fee at the primary care level. 

We have about three scientific, if you like, studies 
we can go on that are fairly extensive, two in the Un 
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tes, one headed up by the Rand Corp, and the historical 
dy in the province of Saskatchewan from 1968-72, 
ere there was at that time a nominal user fee put in 
ce for primary care. 

The impact of putting in a user fee for primary care is 
yposed to cover two functions: One, it is a new source of 
ney in a system that cannot fund itself from other ways; 
), the theoretical advantage of those who support it is 
t the user fee will deter people from inappropriately 
ng the system. That is not in fact why Quebec is putting 
its user fee. The media inappropriately reports it. I have 
dthe Quebec report in its entirety and I now understand 
at they are after. This is not a user fee. 

‘It turns out that neither is correct. The first thing that is 
: correct is a user fee as a significant way of raising 
ids for the system at the level of primary care. We have 
put 100 million OHIP transactions a year. About 20 mil- 
n or 25 million of those would have fallen into the 
egory Saskatchewan applied the user fee to. If you 
pught of a $3 fee or a $5 fee, that would be about enough 
keep the ministry running for two days. So as a signifi- 
at source of funds, it really is not, and one ought not to 
nk of it in that way. 

50 

Is it a deterrent of inappropriate care? Quite the re- 
se. What in fact happens when there is a user fee is that 
you saw in Saskatchewan, the total number of services 
ich are consumed in the system do not change one iota. 
le rate of rise of physician visits in Saskatchewan from 
68-72 continued without a hiccup to be exactly the same 
the rate of rise in every other jurisdiction that did not 
ve a user fee. What did happen was that the concentra- 
m of services moved to the middle-aged and middle 
iss and away from the young, the old and the poor, the 
Ty population group you would want to reach. 

: In almost every jurisdiction where it has been studied 


| 
| 


d tried, a user fee is neither a significant way of raising 
nds for the system or a significant way of ensuring more 
telligent use of the system. When you really think about 
what is there in the act of paying $5 that makes you, the 
dinary citizen, a smarter self-diagnostician than you 
duld have been had you not paid the $5? 

However, we move from user fees for primary care to 
“payments for other services in the health care system, 
‘cause we have, as you know, in the Canada Health Act 
scribed universality and accessibility in terms of essen- 
il health care services and have clearly defined those and 
stricted those, but there are other things in our society 
at contribute to one’s health and wellbeing that would 
t be defined as an essential health care service. That is a 
‘cision governments make, as to what degree they will 
Ovide those services and to what degree they will subsi- 
ze those services and patients will participate in them, 
id different governments have different views on that. 

Finally, does anything help educate consumers? I think 
at is the gist of your question, and the answer is yes. 
lucation itself helps educate consumers. Knowledge by 
elf helps educate consumers. In the Ontario drug benefit 
an, a significant change was made about four or five 
‘ars ago. We said that the dispensing pharmacist needed 





















to put right on the bottle not only the prescription, but what 
the cost of the drug was and what the dispensing fee was. 
Simply giving the consumer knowledge was itself a very 
significant factor in having patients ask questions and 
sometimes take some very specific action as a result of the 
questions they asked. 

I cannot resist, Mr Kwinter, however, in dealing with 
your other comment on the 20 million OHIP registrants. I 
had that exchange in front of the public accounts committee 
too, since, as you will recall, the Provincial Auditor 
pointed that out. 

There were two databases in the existing OHIP system 
at the time the 20 million came up. One was the active 
database recognizing the insured population; another one 
was an archival database that recognized any previous 
number the same individual might have had, or someone 
who had been deceased or left the province or got a new 
number. Because people move around, forget their number 
and get new numbers, we had nine million on the active 
database list, but so no one could lose his insuring history 
we kept the archive of any previous number that he might 
have had. That was the basis of there being 20 million or 
25 million. Even in the new reregistered system we will 
reconcile the person’s new number with any previous 
number or numbers he may have had in the past. 

Mr Kwinter: If I can just follow up, the purpose of 
my question really is that I wanted to get an affirmation 
from the minister or the deputy that you were not contem- 
plating a user fee. I am not advocating a user fee. 


Dr Barkin: Oh, all right. 


Mr Kwinter: Given this situation, given the fact that, 
as I say, other jurisdictions are looking at it, I just wanted 
to confirm that you were not. 

Hon Mrs Gigantes: We are not considering a user 
fee, 

Mr Kwinter: Okay, that is fine. Now what I want to 
know is that if you are not going that route, what is your 
strategy to deal with some of the concerns I have identi- 
fied? That is shut out to you, and I agree with that, but 
okay, now what do you do? 

Hon Mrs Gigantes: The concerns you are raising are 
concerns of overall management in a relatively complex 
system. That system is one which government has begun 
to analyse and try to direct in a way which does not shake 
up the delivery of service while redirection is being estab- 
lished. I do not think there is one overall answer to the 
question in specific areas. There are specific kinds of 
responses. 

For example, when your colleague asked the question 
about whether there would be a greater allocation of 
money that would be used for incentives to hospitals, the 
answer is yes. When we get to other questions that relate, 
for example, to the proportion of services that are going to 
be provided in community-based service forums, then we 
are going to see those grow at a faster rate than the rate of 
growth of institutional services. 

When we get to trying to provide a system which will 
adequately meet the needs of people with chronic health 
problems, the system known as the long-term care project, 
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the deputy has described some of the ways in which we 
will try to influence the redirection of service delivery by 
purchasing and providing funding for the services that are 
adequate and appropriate for the individual, as opposed to 
placing an individual in an institution because there hap- 
pens to be a bed in that institution and no other adequate 
provision of service as an alternative. 

There are various responses in various parts of the sys- 
tem that we have to look at. The user fee concept, as the 
deputy described it to you, has generally been one which 
has been advanced for use in the primary health delivery 
system and in that system we are not contemplating using it. 

Mrs Sullivan: Perhaps I can just follow that with a 
supplementary on co-payments. 

The Chair: Excuse me, Mrs Sullivan. You are out of 
order, please. 


Mrs Sullivan: I know, but I wanted a question. 


The Chair: I would like to move along to Mr 
Stockwell now, please. 


Mr Stockwell: I guess quite a few of my questions 
actually were asked by Mr Kwinter. I thought they were 
very good questions actually and well timed. The difficulty 
I am having is that I think we have a monster on our hands 
and it is just totally out of control. I think it takes dramatic 
action to bring it under control. I think probably most people 
would agree with that—except maybe some people in this 
room—in this province. 

I look at the transfer payments over the last five or six 
years and they are eating up nearly 50% of the transfer 
payment budget, and it is growing. In fact, in some cases 
some people are suggesting that it is going to be almost 
100% of your transfer payment budget by the end of the 
century, and it is scary. Can we afford the system as it sits 
today? I think everyone would agree that the answer seems 
to be no. It cannot fund itself. 

The question now is on your new directions. I hear talk 
from you and the deputy minister about new directions and 
where we are heading. How long until we determine that 
they do not work too? I think that is the question that is on 
my mind and I think on a lot of constituents’ minds in the 
province. You know, “Let’s go through this process,” and it 
seems like we have been going through a new process 
every year for the past five or six years, and there are a 
new idea, new directions and all these lovely words when 
none of them work. 

It seems to get farther and farther out of control and 
here we have the new government coming forward, using 
a lot of the same words the old government used and say- 
ing, “Trust us.” Fine. If we trust you, how long before we 
determine that this was in fact a colossal flop. We are 
going to have to drive a stake through the heart of this 
system, because obviously it is just totally out of control, 
and relook at the whole process. How long are you going 
to give your new directions, your new programs, your new 
processes and then decide whether they are a success or a 
failure? 

1100 


Hon Mrs Gigantes: I am certainly not contemplating, 
nor is this government contemplating driving a stake 
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through the heart of the health delivery system, for sure¢ 
think that the measures that you and the people of On 
will put to the success of what this government, as 
previous government, is attempting to do in redirecting 
delivery of health care services will come slowly 
incrementally. 

I do not think we can expect dramatic change, ani 
think dramatic change in this system would not be 
appropriate response. I do not think it would be mee 
the first test of the system, which is to deliver service t 
will meet the health needs of Ontarians who need he 
services. We cannot tear up that system and start fr 
scratch. In the meantime, people need help and they 
continue to get help through our health care delivery systen 

We will look for change and we will build for char 
and we will demand change and we will urge change a 
we will provide incentives for change and we will provi 
disincentives for the status quo in certain areas. We v 
use a combination of measures, to the best of our ability. 
try to achieve those changes in direction which we h 
spoken of. Also, we will ask members of this Legislat 
and members of the public for their ideas about how | 
can improve what we are doing in searching for change. 

It is quite fascinating to me in this new role to 
ceive—I have not asked for a count—myriad letters an 
know there are myriad phone calls too that come both 
the ministry and to my office, lots of suggestions fre 
people about how to improve the system. I think there 
an active realization on the part of the public and certair 
on the part of a lot of service providers that change 
needed. A lot of the ideas that come to us in written 
verbal form in fact reinforce some of the methods we ; 
trying to use to effect change. But it is going to be sk 
change. I think fast change is not healthy. 


Mr Stockwell: Just to follow up, I can buy into yc 
slow change, I can buy into your incremental change a 
the fact that it is going to move slowly. I am not suggesti 
for a moment that that may not be the best route to 
What I would like to know is what your goals are. H« 
are we going to measure your success? Frankly, we h 
better start measuring the success of this system before- 
think it has a life of its own already, but before the | 
takes over our lives. How do we measure your success 
two or three years? Tell me what your goals are. If y 
have not achieved them, we can come to this commit 
and say: “Gee, you didn’t achieve your goals. What ¢ 
your new ideas?” 

Hon Mrs Gigantes: Overall, I think that is not a he 
thing to do, because within five and 10 years in a giv 
population you can certainly see what happens to the | 
expectancy of the overall population and the quality of 1 
measured in terms of health measures for the overall poy 
lation, and you can do that for significant groups in 1 
population which have had inadequate support for achievi 
health. I think of groups, for example, like the native por 
lation in Ontario, which have unacceptable standards 
life expectancy and quality of life. We will be able 
measure that change. It does take time obviously, but the 
things are measurable. In other areas I would like to lea 
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) the deputy to speak about some of the measures that 
being set in place, but there again I think that members 
his Legislature and the public will in the future be able 
ook at standards and measures and ask, “How well is 
delivery system doing?” 

Mr Phillips: That is, first of all, life expectancy. 


Hon Mrs Gigantes: I think it is a very important 
rall test. 


Mr Stockwell: Mine were financial by nature. Mine 
‘e the questions regarding your financing, the costs. 


Hon Mrs Gigantes: Money is one of the easiest 
igs to count. You can count how much gets spent. Then 
1 will have to balance the effectiveness of the spending 
| whether we are achieving better quality in the system 
what we spend. Those two things should not be impos- 
le for you. 


Mr Sutherland: Just an observation: Maybe the prob- 
is just that we are an unhealthy population to begin 
h, I do not know. 

My other comment was in terms of developing a pro- 
cial management system for this. I have talked to many 
ple in my constituency about health care and hospitals 
1 things like that. There is always the concern that a 
vincial health system is not going to meet community 
sds. In some cases they may not be able to get all their 
ices within their community. That is not so much a 
e problem in my riding, where you are only an hour 
ay from good health care no matter where you live. In 
ne of the other ridings that may be a concern. 

Tam wondering if you could comment on that for those 
ple out there who are very concerned about getting 
alth care in their own community. If we are moving to a 
wincial management system, does that mean some peo- 
may have to go farther for certain kinds of health care, 
j does it mean that in some communities not all areas 
going to be able to be provided? 


‘Hon Mrs Gigantes: I would hope it would mean that 
ple would not have to go as far for most health care 
vices. I would hope that as we build up community- 
sed services people would not have to go, for example, 
ay from their homes in many cases and into institutions 
et the kind of service they need. 

Obviously, at the very technical and highly specialized 
el of service, the consolidation of service delivery is 
portant. It is important, I think, in terms of quality as 
ll as in financial terms. Management of the health sys- 
thelps us to try and ensure that that is done on a reason- 
€ and equitable basis. Again, the deputy might like to 
‘ak more about this, but there has been some improve- 
mt in the way people get access, for example, to coro- 
y surgery, if required, in Ontario. 

That is a result of hard work, both on the part of pro- 
lers and on the part of people working in the Ministry of 
alth to try and make sure that happened. And it has 
pened. I think there is a better system now of delivery 
that service, highly specialized service, than there was 
or three years ago. You will probably find evidence in 
nmunities around Ontario that that is the case. That can 


























happen in a number of other areas; there is still a lot of 
work to be done. 


Mr G. Wilson: I guess my questions have largely 
been answered by the discussion to this point, although I 
did want to make one observation, especially in relation to 
Dr Barkin’s response to the question of user fees. I am 
pleased to see we are learning from experience, as outlined 
by your points about why it does not work. I was reminded 
of the present dismaying situation in the Gulf, that there 
we do not seem to learn that war is not the way to settle 
problems. Of course, that also raises the question of how 
we are able to afford the huge costs that are associated 
with that, yet here we are very concerned about the cost of 
health care. 

Of course, it is a valid concern. I guess my question 
arose, though, with the question of education. Dr Barkin 
also referred to that, education being an element of health 
care in the sense that we have to encourage more healthful 
living practices. I was wondering about the education of 
the larger population and what role the Ministry of Health 
is taking in that, both with regard to the population at large 
but also to the providers of health care in the system at all 
levels, not only doctors and nurses but right down to the 
orderlies in the hospitals, as well as the transition we are 
hoping to make into different kinds of health care. What is 
in place there and what is the response? 


Dr Barkin: The minister has asked me to answer your 
question. There are certain things we are doing and certain 
things we ought to be doing more of, and we will certainly 
be exploring that as we evolve the priorities of the budget. 

Let me first tell you some of the things we are doing. 
On the population side, we have had two goals, first, to 
educate people as much as possible to care for their own 
health and when their health fails to educate them to use 
the system and services available to them wisely. On the 
first half, educating people to care for their own health, we 
have had our healthy lifestyles program. You have seen the 
media stuff, you have seen some of the stuff that has gone 
around in the schools, the little playlets we have. We have 
also had some very specific disease target population edu- 
cation programs. I am sure all of you are familiar with our 
AIDS information programs, the AIDS hotline, the AIDS 
advertisements and that kind of thing. 


1110 

In terms of educating the providers, this is of course 
something we have to do in partnership with the providers 
themselves. We have developed a very impressive array of 
programs and program ideas now with the various pro- 
vider organizations, be they hospital or community, profes- 
sional, physicians or health care workers, and we can go 
over that list. 

But there is one you did not mention, which I would 
like to perhaps bring into this. We are a system, gener- 
ally—and that separates us even from our European coun- 
terparts—that relies very heavily on citizen governance. 
Hospitals are governed by citizens; our public health 
boards have citizen governance. The participation of citi- 
zens themselves in the governance of health services is a 
direction which almost every Premier’s Council and royal 
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commission has recommended and encouraged, including 
the most recent recommendations from the Premier’s 
Council on health. 

Last year we embarked on a program of educating 
those citizens who are in public governance positions. It 
was one of the most well-received education programs. We 
educated these lay members who sit on the professional 
self-governing bodies and lay members who sit on boards 
of health. We have now been asked to try to expand that 
education process to deal with all citizens who are ap- 
pointed to various boards that have a governance responsi- 
bility in the health care sector. We think that is probably a 
very significant area of public education that hitherto we 
have overlooked. That was an idea, by the way, which 
came from the board members themselves, so it is simply 
listening to them and responding to them. 


Mr Jamison: There are a couple of questions I would 
like to explore with the minister, and they are rather perti- 
nent as far as I am concerned, about the funding of health 
in this province, but I would like to make a comment that 
we are an unmanaged system and we can probably bring in 
a better way to manage the system. I really believe that. 

The questions I am about to ask deal with the situation 
across the border, in the United States, and how hospitals 
there seem to be—we ran into stories a while back in the 
papers about hospitals actually advertising to Canadians to 
use their particular hospitals; our problem with drug and 
alcohol rehabilitation. That particular situation is the initial 
question I would like to address and have you give me a 
feel about where we can go, what our thoughts are on that 
and what kind of drain it is causing to our system. 

The second part of the question deals directly with 
transfer payments from the federal government—it is my 
knowledge that transfer payments have been consistently 
cut by the federal government; it looks like that is an ongoing 
theme—and what effect that will have on our ability as a 
province to generate the revenues to actually replace those 
essential funds that allow us to better operate a health care 
system. 


Hon Mrs Gigantes: First, I will speak very generally 
on the second question; that has to do with what kinds of 
sources of funding are available through our arrangements 
with the federal government. Those very questions now sit 
before the government and will have to be answered in an 
overall response to our agreement with the federal govern- 
ment and our working with other provinces to find long- 
term arrangements when existing arrangements run out. 

We have been dropping in terms of the level of funding 
we receive for the health services we provide in this prov- 
ince. It is a serious problem and the government will be 
addressing that along with the question of funding for 
post-secondary education as one part of the established 
programs financing arrangements that are made with the 
federal government. Those will have to be renewed within 
a year, as I understand it, so we will be taking a position 
that will try and accommodate not just health funding but 
also post-secondary funding, and work to achieve some 
kind of overall position that the provinces will take. 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


As you are aware, as one of the three have-not p 
inces in the country, we have been subject to some s 
constraints in terms of the funding that is available f, 
the federal government. We will have to work from 
position, but it is a serious problem. Quebec has wor 
out special funding arrangements over the years with 
federal government. It has taken tax points in lieu of fl 
of money. It may be that that is one of the ideas that wil 
pursued, but the Treasurer can speak better to this, so 
will give him our full attention when he asks for adv 
We need money in our system. 

To get back to your first question, which is out 
province treatment, it is a complex area. Out-of-provi 
treatment has provided a safety valve for Canadian he 
care services in general and in Ontario quite ail 










ever since we first had health insurance. It has been v 
useful in areas where we have not built up a level of s 
cialist services in one area or another, to give us time 
provide a base level of service in Ontario when that 
been required. It has created crises in some areas of | 
vice, but those crises, I think, reflect the problems we h 
had providing service within Ontario. | 

I spoke earlier of coronary surgery. We now have 
capability in Ontario to provide within an appropriate t 
length, at this time, for coronary patients in Ontario. 1 
is a Satisfactory position for us to be in. That is not tru 
the area of drug rehabilitation and alcohol rehabilitat 
programs, and it is not true in terms of head injury therapie 

We need to build those services and at the same t) 
we need to develop the mechanisms that can help us st¢ 
system which has been left in many instances to self-refel 
For example, if I decide that I need rehabilitation ther 
because I have a drug problem, I do not need a docto 
refer me currently for American service. We can put re 
latory measures in place that will help control that s 
referral system. 

We are working very hard in the Ministry of He 
now to develop an overall proposal for out-of-provi 
treatment, the control of costs and the assurance of qua 
for out-of-province treatment. We need to do a lot m 
work in the areas where we are missing service and 
still need to have a better handle on the use of the sys! 
out of province, if I can call it the out-of-province syst 
by Ontarians. I think it is safe to say we are building 
knowledge on who is using those services and in w 
circumstances, and what methods of control we should 
placing in that system to make sure: (1) that we are 
having Ontarians refer themselves outside Ontario w 
that is not necessary; (2) assuring that when Ontarians 
seek service outside Ontario, it is good quality; and (3) 1 
when Ontarians get service outside Ontario, we are 
paying too much for it. I think all those areas are proble 
currently, and we are developing policy which I hope ' 
be before the government and ready for implementat 
before too long. 


Mr Jamison: That answers my question. My prob 
with the initial question was that it has really concer 
me that the opinion is that some private health establ: 
ments in the United States are considering our sys! 
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aewhat of a cash cow. It would be to their benefit to tap 
) our system to the maximum degree. 


0 


Hon Mrs Gigantes: We have set up some rudimen- 
/ reviews of particular institutions and particular pat- 
1s Of use through the OHIP billing system in which we 
beginning to inquire in rather strenuous ways about 
tain provisions of service and the cost of those services. 


The Chair: I would like to interject at this point. We 
running 20 minutes over and there are a number of 
er people who have questions. So I would need guid- 
‘e from this committee at this point as to whether we 
uld like to continue. We have two more presentations. 
we give up part of our lunch hour in order to continue 
ive fair hearing to everybody, or do we terminate the 
stions at this point for Health? I need guidance from 
committee. 


Mr B. Ward: We move along. 


The Chair: Is there a consensus to thank the Ministry 
ealth for coming? 
























Mr Phillips: We are asked to recommend some bud- 
' numbers. My initial question still has not been an- 
ered and I may not have it today, but I think the 
mmittee needs some idea, to meet the objectives of the 
nistry, how much money are we talking next year? Be- 
ase otherwise we are absolutely flying blind and this is a 
rd of your budget here. I thought we would have some 
ia. Are we talking about $16 billion or $15.5 billion next 
r? : 

The Chair: Perhaps we could ask them to send along 
ne budget projections in rough numbers for us so that 
can consider those. 


Hon Mrs Gigantes: The answer at this moment is 
it we do not have a figure that we can give to you. We 
‘working on budget preparation ourselves. 










The Chair: Whatever numbers you can provide the 
mmittee, I think, consensus-wise would be appreciated 
das soon as possible too. 


ONTARIO PUBLIC HEALTH ASSOCIATION 


The Chair: The next presentation is the Ontario Pub- 
Health Association. I would like to thank the presenters 
‘coming, Suzanne Jackson and Ronald Labonte, past 
‘sident. You can begin your presentation now, please. 


Ms Jackson: The Ontario Public Health Association 
a 3,000-member organization of community and public 
alth professionals. Our principal goal is to provide lead- 
hip and a unifying voice for public health in Ontario. 
€ principal goal is in order to maximize the health of all 
itarians through the development of effective public 
alth, health promotion and disease prevention strategies. 
We appreciate the opportunity to speak to you. The 
ucture of our argument is that we would like the govern- 
ent of Ontario to reorient its health policy from one of 
vestments in health care to one of investments in health. 
> have some suggestions for that. Within the health care 
Ocations themselves, we believe that the emphasis 


should be shifted from physicians, drugs and hospitals to 
community-based models. 

That is a difficult decision to make, to hold the line on 
health care spending and to increase it in the community 
side. So we are arguing that we should initiate community- 
level discussions to talk about the tradeoffs necessary 
between obtaining the best level of care for an individual 
patient and how much that compromises the level of health 
for the greatest number of people who live in Ontario. 

Our first argument is that we should be spending less 
in health care and more in the creation of health. This is 
based on the concept that was presented by the previous 
speakers, the deputy and the Minister of Health, that public 
policy measures are much more fruitful for creating health. 
One’s personal health is much more dependent on environ- 
mental quality, supports for child development, income ad- 
equacy, employment opportunities, housing adequacy, 
physical safety and security and food availability. 

If these things are the determinants of health and if we 
are going to create health in the province, those are the 
areas we need to be moving on. Unfortunately, we believe 
that the continued increases in the health care portion of 
the budget provincially have taken away the ability to 
make policy decisions and increases in the areas which we 
believe would be more productive in terms of increasing 
people’s health. 

We recommend that the government not increase 
spending in the hospital, physician and drug benefit ser- 
vices in 1991-92 and that over the medium term the gov- 
ernment progressively decrease spending in these 
envelopes relative to spending on the determinants of 
health. 

There are many health determinants you could spend 
your time on and debate spending your efforts on. We have 
concerns about environment. We have concerns about in- 
come, employment, food, all of those areas. In particular, 
we emphasize that increasing investments in social welfare 
reform is a specific and urgent example of our belief in the 
need to develop a comprehensive provincial health invest- 
ment strategy, an investment in health as opposed to health 
care. 

We noted in previous briefs to this committee that the 
cost estimates of full implementation of the Social Assis- 
tance Review Committee recommendations would have 
far greater long-term cost savings than similar expendi- 
tures within the hospital and physician service sector. So 
we believe it is of vital importance that this budget affirm 
the new government’s commitment to full welfare reform. 

We call upon the government to announce in its 1991- 
92 budget a timetable for full implementation of the SARC 
recommendations. We realize that they cannot all be im- 
plemented in one year, but we think that it should work out 
a staged process for implementation of those reforms as a 
major step towards creating health for the people of Ontario. 

This is supported by work in other nations. Again, that 
was referred to in the deputy’s paper, that those having the 
greatest after-tax income equality have the lowest infant 
mortality rates and the longest life expectancies. This is 
independent of the absolute level of income within the 
country. So we believe that government policies supporting 


F-130 





income redistribution, such as welfare reform and more 
progressive income taxation, are vitally important public 
health policies. 

That is our picture of the overall budget in terms of 
trying to shift and put more emphasis on policies which 
create health. Within the health care envelope itself, we 
would like to shift the emphasis from institution to com- 
munity-based models. There are three ways in which a 
shift to community-based models can improve public 
health. 

One is that community-based care may lead to reduced 
costs in the medium term. We emphasize that those will 
not be realized in the first few years and in fact you will 
have some doubling up of costs for a period of time. How- 
ever, we believe that public health will be improved in 
Ontario to the extent that proportional savings in this prov- 
ince are directed towards greater funding of policy initia- 
tives related to community care. We also believe that the 
natural networks of community and family support are 
more likely to be maintained through a community-based 
focus on health care and that that is very important. 
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Recent research has found that the relative risk of mor- 
tality and morbidity for persons who are socially isolated 
is two to four times greater than for adults who have good 
social networks and support. It is very important that these 
natural networks of Canadian family support be supported 
and that local community governments allow for greater 
responsiveness to local health needs and issues. We be- 
lieve that is an important aspect of the community-based 
system. 

We recommend that the government increase its fiscal 
support to community-based models of health care service 
delivery. We also, as a corollary of that or a particular 
example of that, would like to emphasize support for the 
natural care givers. 

One example of this is that, when we were sponsoring 
a series of public consultations on the government’s pro- 
posed long-term care reforms, the Ontario Public Health 
Association was informed repeatedly that the ability of the 
natural care givers to continue in their role is made very 
difficult by the loss of employment income. To the extent 
to which we can support natural family and friend care- 
giving networks, it is economically less costly than profes- 
sionally provided care or institutionalization. We 
recommend that the government provide direct payments 
and/or tax credits for compensation of forgone employ- 
ment income to family care givers. 

We recognize that this kind of direction that we are 
suggesting is a difficult line to walk politically. We recog- 
nize that the government, through its continued support of 
the Premier’s health council, is aware of the decreasing 
benefits of putting more money into health care spending. 
We are getting a decreasing margin of utility by doing that. 

The problem comes down to people who live in the 
province of Ontario who are concerned about access to 
health care and the best health care services possible, so 
their interest is in the best possible care for the individual 
patient. . 
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When we are looking at it from a public health 7 
spective, we are also seeing it from the broader outl 
which is that we should be looking for the most efficaci 
care that creates the greatest good and creates health 
the greatest number of people in the province, and ther 
a fundamental contradiction there. | 

Again, the kind of tradeoffs that we are talking ab 
match concerns that people feel who live in Ontario. P 
ple are increasingly concerned about the quality and s 
tainability of their physical environment, the fear 
violence, the continued high cost of housing, especialh 
large urban centres, and other issues of social equity 
fairness, and they are all dealing with the basic deter 
nants of health. What Ontarians do not realize is that : 
parallel concern for access to the latest medical technol 
hospital and pharmaceutical procedures can compete ) 
their desire for a safe environment and a more equi 
society. | 

What we are saying is that continued growth in 
health care budget provides little or no marginal he 
return for the size of the investment, and in fact we wo 
get a better bang for a buck if we invested more in pol 
areas that create health. We know this, you know this, 
we are not convinced that the majority of Ontario cid 
know this. Until they do, politicians and government b 
gets will continue to reflect a policy of health care inv 
ment rather than a policy of health creation investment. 

We recommend that the government create the nec 
sary political support for a health investment strategy 
the province of Ontario by initiating a series of commu! 
forums on the ethical limitations of health care spend 
such that direction is provided to politicians, health ¢ 
professionals and other public decision-makers. 

That is the principal thrust of our argument. We h 
an addendum in that it is a long-standing public he; 
policy that tobacco use is one of the single leading | 
ventable causes of morbidity and preventable mortality 
we continue to support taxation policy recommendation 

I believe you have had or you will have a brief | 
sented by the Canadian Cancer Society, the oncology st 
ety, heart and stroke, the Ontario Lung Associati 
non-smokers’ rights, a consortium of these groups who 
making recommendations for tobacco tax policy. We s 
port those recommendations. 

As an additional point with respect to supporting th 
recommendations, we would urge you to ensure that 
total provincial tobacco taxation revenue matches or 
ceeds public expenditures related to tobacco product 1 
including disease treatment costs attributed to tobacco, 
safety protection costs, health education and promot 
initiatives related to stopping smoking or tobacco use 
duction, the cost of smoking cessation programs, the « 
of research into medical treatments and the cost of fore 
crop substitution and displaced tobacco worker job retré 
ing programs. All those costs should be matched by 
kind of revenue we are taking in in the tobacco area. 

Mr Sutherland: I saw that you were in the audie 
when the Minister of Health and the Deputy Ministet 
Health were here. I was wondering if you would like 
comment on any of the statements that they made at 
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> transition process into this community care. You have 
zed us to go very quickly. The minister and the deputy 
nister said there is a problem in going quickly. Do you see 
sre is a problem with going more quickly than maybe what 
> minister and deputy minister have indicated? 

Mr Labonte: First of all, we regret that we actually 
sre not here for the full comments of the minister or the 
puty, but we reviewed the deputy’s written comments. 
ir argument is basically that we believe that until such 
ne as expenditures in the institutional sector are frozen, 
y proportional increases in the community-based sector 
2 necessarily going to be small. They have shifted over 
2 last couple of years and we have been very strong in 
mmending the Ministry of Health in attempting to make 
is shift, but the sheer size of institutional budget means 
at it is a very small incremental gain. 

We would argue that you need to close down institu- 
nal spending in order to build up that parallel system. 
iat also would likely involve some tough negotiations 
ith the federal government, because part of our problem 
that the federal government gave us 50-cent dollars back 
the 1950s to build the institutional side, not the commu- 
ty-based side. It is a matter of internal policy in the 
inistry, how they go about trying to make this change. 
landing on the outside, we would continue to prod and 
yad that this change needs to occur quite rapidly. I do not 
10w if that answers your question. 


Mr Sutherland: Just one supplemental. How do you 
isure that you still retain your quality of care within a 
4ick transition process? That seems to be a bit of the 
Jemma that the minister and the deputy minister were 
























Mr Labonte: A difficulty that underlies even that is 
at right now we do not have full quality assurance within 
kind of care that is provided and we have this declining 
argin of utility in terms of what we are spending. So we 
) not even know that what we are paying for is giving us 
e quality that we want. Any time one makes a transition 
‘om one particular system of delivery to another system 
‘delivery, there is going to be an awkward period where, 
ss, there is going to be some discomfort in terms of full 
“ready access. 

_ That is why we underscored the necessity, because po- 
tically we recognize that politicians with their four- or 
ve-year horizon are going to face the demands of their 
ectorate. Their electorate often wants or equates their 
wn personal health with their hospitals or with their doc- 
ws or access to these services. We know from research 
lat we are not getting any return on that kind of service. 
ntil the public begins to engage in that debate and begins 
» work with the government in making that transition, we 
going to continue to have this imperative to put more 
\oney into the large capital expenditures on hospitals and 
her disease treatment. 

Mr Christopherson: I apologize for missing part of 
our presentation. I had to arrange to get some cold medi- 
ine. I am rapidly deteriorating here with a cold a friendly 
plleague of mine passed along. 


I appreciate hearing your presentation. Prior to coming 
here, I was chair of the regional health and social services 
committee and was very active in the healthy communities 
concept. I think that ties in very much to where you are 
going here. My question is just specifically on a budgetary 
matter. At the time I left regional council there was a great 
deal of enthusiasm in our community and in our council 
for the mandatory health program. The direction, the 
thrust, even the phase-in period seemed to be pretty excit- 
ing. Then the funding announcement came through. After 
the announcement, the reality: There was not enough 
money, at least in our region, to meet the three-year phase- 
in program that indeed had been approved by the Ministry 
of Health. 
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Is that situation still alive? Are there still concerns 
about that and are you comfortable that the three-year target 
mandate—it might have even been four, but I think it was 
three—can be met, and any other comments you might 
have about that program vis-a-vis the healthy communities 
concept and everything you are talking about here, meaning 
that as a vehicle or one of the vehicles? 

Ms Jackson: In our association, a great deal of our 
membership is made up of people who work in the public 
health sector. We definitely support the mandatory core 
program directions. We are concerned about the lack of 
funding commitment that went with the policy statements 
that we favour. That is part of the argument that we are 
making towards supporting community-based care, also to 
support community-based health initiatives such as the 
public health and community health programs. 

If you want to know whether they can be implemented 
in three years, I think the three-year timetable has posed a 
lot of problems for many health units in the province. At 
the same time as they agree, many of them are very sup- 
portive of the recommendations and are trying to do some- 
thing about it. I do not know if that answers you. We are 
very committed to supporting those directions and in fact 
are working on ways to enhance people’s understanding of 
the best news that has occurred in public health in years. 
We are in favour of it but we are concerned with the lack 
of funding support for it. 

Mr Labonte: The other thing too is that we wanted to 
be unique in coming to this standing committee and not 
asking for anything for ourselves— 

Mr Christopherson: We noticed that. We appreciate it. 


Mr Labonte: —even though we recognize that we 
would like to have more funding in public health pro- 
grams. The basic argument is that we would need to have 
funding in the determinants of health and that is compro- 
mised by institutional care spending and the rate of that 
spending, and we need to have within that envelope more 
shift over to smaller, community-based agencies. 

Mr Christopherson: What is the first step? If you 
were given the chance to make one decision, a practical 
decision—I am not talking about changing the world in 
one step. If you were asked and had the opportunity, what 
would be the first step that you would see us making down 
this road? 
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Mr Labonte: We actually have five very simple steps, 
which are our recommendations. The first is to sort of 
freeze the expenditures in the hospital, physician and drug 
side and announce the full implementation of the Social 
Assistance Review Committee because of the equity ques- 
tion and its incredible impact in terms of long-term health, 
because of the child poverty issue. 

The shift to community-based is a little more difficult 
to measure, but what you would look at within the ministry 
budget is that the community mental health, the commu- 
nity health and public health budgets would increase sig- 
nificantly relative to the hospital, physician or drug 
benefits. Something I would really like to emphasize to 
this committee is the need to engage in community-level 
debates over the ethics of the total scale of health care 
spending, because even if you do quality assurance pro- 
grams and you make sure that what you are getting is in 
fact efficacious, effective and efficient, you still have not 
raised to the self-conscious or political level the debate 
about the tradeoffs: If you put our money here, where are 
we not putting it in terms of other things which may be 
more vital or important to health? 


Mr Christopherson: The only problem, and please 
accept this in the vein it is meant to be offered, is I really 
did not see that as a step. To me, that is the major leap. I 
mean, you are asking for all of it to be done in one fell 
swoop, and as a new member of government, I do not 
know how realistic that is. My experience even at the re- 
gional level tells me that something like that would be very 
difficult to do in one move, which is why I asked the 
question. If you could see one concrete, doable, solid step 
forward that really would get us going in the right direc- 
tion, what would it be? But I appreciate and respect your 
answer. 


Mr Phillips: One of your fundamental recommenda- 
tions, which I think is an interesting one, is to shift the 
focus. I think, as we talked earlier, many of the commit- 
ments that have been made by the government go the other 
way. I think there are some major commitments to the 
Ontario Nurses’ Association. Most of ONA works in hos- 
pitals, and that is an understandable commitment, and 
binding arbitration to physicians. 

I think the minister earlier sort of rejected one of the 
major recommendations from the Lowy report on drugs, 
sO your recommendation to shift the focus to community- 
based may be a little late, at least over the short term, 
because the major components—hospitals, 75% are salaries 
for nurses and for staff, and I think both of those are fixed in 
place now, or close to it; the physicians with the binding 
arbitration, and the Lowy report major recommendations. 

It may be very difficult for this government to act 
quickly on your first recommendation. I just make that 
observation because I think that will be a challenge for all 
of us. The fact of the matter is that there is incredible 
commitment already made to the institutional segment. 
But my question really is on the community-based. And I 
agree with you, and I think the minister said earlier they 
were going to shift and put more emphasis—specifically 
what kind of money are we talking about and can you give 
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us some examples of the groups that we should be loo 
at substantially enhancing support for to help commun: 
based care? | 


Ms Jackson: Some of the community groups wo 
be community health agencies, support for some of 
informal care giver networks that we mentioned speci 
ally in the brief. In many communities the hospital i 
community centre, so there are outreach programs, 
are possibilities other than focusing simply on the co 
nity health centre as an alternative. But it is working w 
other community agencies, including support for put 
health units and the long-term care reform recommen 
tions which involve looking at both the kind of care tha 
provided through the Ministry of Community and Soc 
Services, as well as through the Ministry of Health, 
those kinds of agencies, as well, are important to suppo 


Mr Labonte: There is a polyglot of community-ba: 
agencies. 

Mr Phillips: A what? | 

Mr Labonte: A polyglot; like a huge, strange, flots. 
and jetsam floating around there; a variety. | 

I think what is important to understand about comn 
nity-based agencies and what makes them a bit different 
because in some small areas a small hospital may in f 
be a community-based agency and it may be the area 
locus within that whole community where people sort 
go for a variety of things besides just tertiary care. But 
most instances hospitals are very large. They are kind 
the analysis of the factory model and so forth. 

A community-based system of care could be a comn 
nity health centre—that is probably about the best mo 
that we have in Ontario right now—like the centres loca 
de services communautaires in Quebec. It is to some « 
tent public health units, community health agencies t 
exist across the province. But what is important is th 
first of all, a community-based agency has to be sm 
enough that it does not become a huge bureaucracy that 
inaccessible by the people in the community. 

It has to have some direct, meaningful form of comn 
nity governance so that community members actually s 
of can run and make some decisions and try to integr. 
not just the tertiary issues of care but also some of | 
health promotion, disease prevention and public policy 
sues in care. It is easier to define it by what it should lo 
like rather than what it actually is, because we are in tl 
transitionary stage of trying to establish a network of co 
munity-based services to supplant our large institutiol 
sector. 


Mrs Sullivan: I wanted to pursue your point 1 
page 7 where you suggest that community-based care m 
lead to reduced costs in the medium term and then te 
about longer term effects later on. The expert analyses tl 
I have read have indicated that in fact over the longer te! 
Ontario ought not to expect to see a reduced portion of 
budget committed to health care. What we would see i: 
difference in the delivery vehicles, but not a signific: 
difference in the budget proportion. I wondered how y 
have reached this conclusion. It is certainly not one that 1 
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st government nor, I think, this government considers to 
an appropriate conclusion. 
— 

Mr Labonte: We acknowledge that when we say that 
timates of eventual cost savings are speculative and sub- 
*t to debate. The jury remains out on whether it is going 
be simply a redistribution to other vehicles or whether 
are in fact will be a total savings within the envelope of 
mplete health care expenditures. We acknowledge there 
a lot of disagreement about that. 

Certainly we say that in the medium term, as you are 
ving to set up a new system, the old system is also going 
continue and also is going to require some funding. So 
uu are probably going to have a period of a bit of eco- 
mic growth that will occur as you try to set up the 
irallel. 
I do not think that anyone, at this point probably, 
iows whether a community-based service delivery sys- 
m is going to be cheaper for the same type of services. It 
ay be, it may not be. Some evidence says it will be, other 
sople disagree. That is why we tag on that final recom- 
endation, because it still begs that question of, How 
uch do the citizens of Ontario want to spend on treating 
sease, with relative declines in the margin of utility for 
eir own health in that expenditure, if it is going to com- 
ste with the other sectors—for example, the Environment 
inistry or in economic development, for things like jobs, 
* environment, adequate housing, safer quality food— 
it begins to compete with those determinants? That is 
hy we believe quite strongly that this discussion has to 
2gin to take place; otherwise we are going to continue to 
ve discussions about how to allocate for health care 
»ending rather than allocating for health. 


_ Mrs Sullivan: Certainly in my community the longer- 
mm analysis has been done in terms of the economic 
fect and cost of an integrated community-based funding 
elivery system, including some institutional portions, but 
; well, a lot of community-based services. Our view 
ically is that it will cost more than our current system is 
dsting, given what the goals are at the end of the line and 
there we are going. So I wanted to pursue that. 

I think that in terms of budget planning we would con- 
nue to be looking at about a third to 40% of the provin- 
jal budget being committed to health care, no matter what 
le delivery system. That is sort of what we are looking at 
i this committee. 

Could you just comment on changes in impact, say, on 
uman resources and the cost of delivering community- 
ased services, as you are looking to change? I am think- 
1g about things like impact of travel, say, for nurses or 
osts that might not now be factored into the system that 
ven in the transitional phase may have to be factored in. 
lo you have any analyses of those kinds of incremental 
osts? 


Mr Labonte: No, we do not. In fact. what you are 
ctually proposing is something that would be quite excit- 
ig to do for the current system, as well as for any pro- 
osed new system. I think what you are doing is saying, 
Let’s begin to internalize to the extent possible what all 
























the costs of maintaining the system are,” because in your 
statement that the community-based care delivery versus 
the current system might cost more, one of the reasons— 
and this is where there has been some research. It looked 
at community health centres and said that they may not be 
cheaper than fee-for-service physicians, but community 
health centres offer all kinds of things that fee-for-service 
physicians do not offer. They are less easily quantifiable, 
but they have various kinds of support programs, various 
kinds of community entry points to sort of begin to look at 
policy or shifting some of the environmental issues within 
their neighbourhoods. So they offer more than just what a 
medical system, as it is defined, offers. 

To some extent, unless we are very clear about what 
we are comparing, then we might end up with eventual 
cost estimates that are kind of like apples and oranges. So 
when we look at this notion of internalization, I think we 
would want to do that within the whole hospital-based sys- 
tem or institutional-based system, alongside the community- 
based system, and then see what in the community-based 
system is being offered that is not currently being offered 
by the institutional system so that we can make an honest 
comparison. 

The Chair: I would like to thank you for coming and 
for your presentation. 

While we are having the transition between this group 
and the next one, an issue of some importance has come 
up. We have been requested by the Canadian Bankers’ 
Association that it would like to come and make a presen- 
tation to us. They are past the deadline, but they would like 
to make the presentation anyway. 

A second issue that has been brought up by Mr Kwin- 
ter is that the rate of bankruptcies in Ontario has been 
going up very rapidly. The question to the committee is 
whether we could find time to have somebody come and 
speak to us about bankruptcies. We could also invite the 
Canadian Bankers’ Association to come and speak to us 
about this issue. Is it the will of the committee that this 
invitation be extended? 

Mr Christopherson: Who would be the expert to talk 
about bankruptcies? 

Mr Kwinter: Let me give you a comment. The Chair- 
man passed me a note and asked me whether the banks 
were pulling the plug too soon and what we can do about it. 

Mr Christopherson: On bankruptcy? 

Mr Kwinter: Yes. It would seem to me that if we 
could get the Canadian bankers to come in here and ad- 
dress what they do about this thing—what kind of toler- 
ance do they have? Are they in a position, when times are 
tough, to maybe lessen their criteria or to do something? 

Mr Christopherson: Maybe I misunderstood. I 
thought the Chair said there were the bankers and some- 
body to address bankruptcy. 

Mr Kwinter: No. He was saying that the bankers 
have asked to come, and I do not think it has anything to 
do with bankruptcies. That is just a coincidence. They have 
just asked to come. 

The other question is that this report that came from 
Canadian Press today says that bankruptcies in Ontario 


F-134 





have grown by a whopping 81% over 1989, just a stagger- 
ing number. It is something we should be dealing with. I 
do not really know who, other than a large accounting firm 
that has a very strong bankruptcy section, we could ask; 
someone like Ernst and Young or whoever. There are some 
firms that really specialize, unfortunately, in bankruptcies. 
It might be useful to have them come in and talk about 
what they see as the underlying cause, things of that kind, 
and see if we can address it. 

Mr Christopherson: Exactly. Are you comfortable 
with mandating the Chair to work with the clerk and the 
staff to find one or two groups that could address that? Are 
you comfortable handling it in that fashion? 

Mr Kwinter: Sure. 


Mr Christopherson: If you are, I would prefer to 
move that we do allow the bankers to come in and that we 
mandate you, Mr Chair, to co-ordinate one or two groups 
to come in and address that bankruptcy issue. I think they 
are good suggestions on the part of Mr Kwinter. 

The Chair: I take it there is consensus to move in that 
direction? Thank you. 

The Acting Chair (Mr Sutherland): The Chair has 
just had to step out for a minute so he has just asked me to 
take his position, if there is no objection from anyone. Our 
next presenter is Mr Howes. 


TERRY HOWES 


Mr Howes: Perhaps we should put my little presenta- 
tion over until after lunch. You have had a long morning; I 
mean, in fairness to me and to you. I have important things 
to say. 


The Acting Chair (Mr Sutherland): No one is going 
to deny that you have important things to say. We have a 
presentation at 1:30. I am at the will of the committee on 
this one. 


Mr Christopherson: On a point of order, Mr Chair: 
To hold Mr Howes over until this afternoon would not 
work at all, because all the slots are filled. However, are 
there—I know we have been having a real time problem— 
other possibilities for a slot for Mr Howes? 


Clerk of the Committee: At this point, the last time 
slot is on the morning of 4 February to accommodate those 
who are on waiting list. We are into the third week of 
hearings. 

Mr Christopherson: That would probably be your 
best bet. 

Mr Howes: Listen, I promise I will not bore you. I 
have about a 15-minute presentation. 

The Acting Chair: We can do it right now and we 
will allow time for questions as well. 

Mr Howes: Good. I hope you have some, too. I feel 
more comfortable standing, so if you do not mind I will. 

The Chair: You will have to sit down, because the 
mike will not pick you up. 
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Mr Howes: The Unclaimed Intangible Property Act 
was given royal assent 19 December 1989. All three readings 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


' 
were given in a 14-day period, something that as far z 
have ever heard was unprecedented, yet 13 months ; 
the act has not been proclaimed. I was the one w 
brought this situation to the attention of the former Chi 
man, the fact that there was all kinds of money that sho 
probably belong to the people of Ontario that was be 
used by others, whose money it was not. | 
I was very interested in why this act was not in fore 
found out that there has been intense lobbying going o 
this Legislature, lobbying by the most powerful mor 
people in this country, with a lot of clout. I made a fr 
dom of information request and months later I got cop 
of their presentations. | 
It is a real blue ribbon group, I will tell you. You c 
not get any more blue ribbon than this: the Canad; 
Bankers’ Association, which is going to be appearing hi 
in a couple of days, and I would like to hear what th 
have to say on this topic in particular; the investment deal 
the Insurance Bureau of Canada, that is the insurar 
companies’ lobby group; the investment funds; Cane 
Trust; National Trust. The list goes on and on. Here th 
are. Believe me, it is not bedside reading. It took a lot 
plowing through this. | 
One is of particular interest. This is the one from Ro: 
Trust. Try to make any sense out of that. 


The Chair: You are going to have to sit down, 
cause we cannot get it on the record. 


Mr Howes: Try to make any sense out of that. T 
piéce de résistance is the last page. All it says is appenc 
1 and not another word. Royal Trust is a member of 1 
Bronfmans’ Hees International Bancorp. Some would s 
they must have something to hide. 

Anyway, there is one thing in common to all the 
presentations, to every one of them. They do not want fl 
law. They do not want it to begin with but, second, th 
most assuredly do not want it to be retroactive. 

The trust companies’ trade association was the me 
vehement about this. They sent in no less than seven lett 
and submissions. I am going to quote short quotes fre 
some of these submissions and I hope you will listen tot 
because some of them are pretty convoluted. They are 
bureaucratese, not people talk. I will translate it in a mi 
ute. 

“Tt is the long-standing practice of the industry to bri 
many types of unclaimed property into income. The 
should be no retroactive effect to the program.” 

Finally, after 10 months of lobbying and figuring tl 
they had it anyway, they bit the bullet and allowed as he 
they could put up with a five-year retroactive period. I < 
going to show you that the retroactivity and the kind 
money involved is mind-boggling. Anyway, they fina 
allowed as how they could live with five years. 

Canada Trust in its presentation said that unlike t 
banks, “there has not been previous legislation in Ontai 
governing the transfer of unclaimed properties.” With t 
chartered banks, as we all know, if an account is dormé 
for 10 years, the money must go to the Bank of Canac 
Not our trust companies. Our trust companies just keep 
Believe me, they make no try to find the people who 
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mney this is. I know what I am talking about, because 
it is my business. 
National Trust is particularly interesting. They said, “It 
a general practice for certain unclaimed balances to be 
cen into income.” This is the punch line; it is really good. 
Ve feel strongly that the present system of administering 
claimed funds is sound and effective.” I do not blame 
2m for feeling that when you consider what is in it for 
2m. No wonder that Hal Jackman guy is so rich. They 
en threatened us with a constitutional challenge to the 
t. It is all in these presentations, every word of it. 
The insurance companies’ trade association is very inter- 
ting too. They said that, “retroactivity of legislation of 
is nature, which is in effect a tax, is contrary to our 
tliamentary traditions.” As we all know, only profits are 
xed, so obviously our insurance friends regard this 
ney as pure, clear profit. Their rationale is very interesting 
d very convoluted, so you have to listen carefully to it 
cause it is quite funny. 

“The general thrust of Bill 86 is to safeguard in perpe- 

ol the rights of the owners of intangible property while 
the same time allowing the use of intangible property 
t the benefit of the people of Ontario.” That sounds 
eat, like motherhood. 

In reality, this is precisely what these fine folks do. “By 
vesting these funds in various public and private instru- 

mts in the province of Ontario, the income earned on 
ese funds helps to keep general insurance premiums at 
W levels.” I think car drivers would question that part of 
“Thus, as it stands, the Ontario public benefits in two 
ys. First, the funds are used to finance the provincial 
sonomy and, second, help to bring about lower insurance 
emiums.” 

_ What they are saying really is that our insurance 
iends know better than the elected representatives of the 
sople what to do with insurance policies which have not 
2en claimed. We are talking about a lot of money. 

London Life asked—what a nerve—‘that you exempt 
ir industry from the act’s application.” They did not say 
hy; they just asked to be exempted. 

All of these companies operate in Quebec, every one of 
em. In Quebec, for many years they have had a law 
illed the Public Curatorship Act. The public curator is the 
juivalent of our public trustee. All moneys from life in- 
Irance policies that have not been claimed go to the pub- 
© curator and have for years. Yet they ask us here in 
ntario—we are so dumb—that they should be exempted 
om it. 

Under Ontario’s Insurance Act, it says—without boring 
du with the reading of the legal doubletalk—that an in- 
arer may apply to the court for an order for payment into 
yurt. He may do it, not that he must do it. Believe me, 
iey do not do it. The operative word is “may.” They just 
2ep the money. 

To give you an idea of the kind of money we are talk- 
ig about, this was an ad that was in the New York Times, 
April 1990. You need a magnifying glass to read that 
ling, but that is one company, the United States Life In- 
Irance Co, in one state. Those are people who had not 
aimed their life insurance policies and all this money 






















went to the state—one company, one state. We are talking 
megabucks. In New York state in 1986, which is the latest 
year for which I have figures, $5.7 million went from life 
insurance companies to the administrator of abandoned 
funds in that state. 

The Insurance Bureau also finally admitted that it 
could live with five years of retroactivity, but I am going to 
try to make a point and convince you that that is nowhere 
near good enough. 

The investment dealers’ association is a little more can- 
did. They say, “The practice has been to bring the balance 
in the unclaimed property account into income of the 
dealer.” They have a lot of money from dividends that 
people do not claim. The stock is in the broker’s name and 
they do not know whose money it is. There is a lot of it. 

“The proceeds from unclaimed property may have 
been distributed long ago to the shareholders of the 
dealer.” In other words, they just helped themselves to it. 
At least they are candid enough to say it. 

Barclays Bank: Let me quote from their presentation, 
“Our objection is that when applied to travellers cheques 
the act results in an unjustified confiscation by the govern- 
ment of part of the sole consideration which is received by 
the issuer of travellers cheques for the services it pro- 
vides.” In other words, they count on people not cashing 
these travellers cheques and they just keep the money. 
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Mind you, they do not point out that American Express 
has just made heaps of money. They live with the US law 
and in every state of the union, I should say 48 of the 50, 
the money for these uncashed travellers cheques goes 
directly to the abandoned property, but Barclays does not 
think it can afford to do that. 

The racetracks of Ontario, now they are a great group, 
but at least they are really candid. They say they just help 
themselves to these uncashed cheques, and they out and 
out say it; not only that, but they give the figures. They are 
really good people. The Ontario Jockey Club right here in 
Toronto, for example, in 1989 scored $966,000. Would 
you believe it? How many of you throw away those tick- 
ets? I have done it loads of time. Well, it was $966,000 in 
1989. No wonder the late E. P. Taylor liked to own race- 
tracks. Anyway, ladies and gentlemen, I respectfully sug- 
gest to you that with their own words we have caught them 
with their hands very, very deep in the cookie jar. 

Last November Premier Bob Rae said, “We’re practi- 
cal people who frankly can add.” He was referring to his 
NDP colleagues and I sure hope they can, because I can 
convince anybody that we have at least $200 million that 
we can scoop for the good people of this province by 
applying this act retroactively as it presently reads. That is 
what it presently reads. We do not have to change a thing. 

The abandoned money belongs to the government of 
Ontario; at least, the government of Ontario and the people 
of Ontario have a better claim on this than anybody else. 
This goes back in the common law to the Middle Ages, 
that abandoned property belonged to the Queen. I suggest 
we tell our friends here—look at them all—“Here’s what 
we’re going to do. You know perfectly well from your 
books over the years—and don’t tell us you don’t, because 
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we know you do—buried in your the books it says how 
much money each year you have scooped from unclaimed 
property.” And you believe that every single one of them 
would know it. Let them keep the interest they have earned 
on this money over the years. Can you imagine what it 
would amount to? There were years when interest rates 
were at 20%; this money would have doubled, tripled, 
quadrupled and dear knows what. Let them keep it. Give 
the capital to this province to ease the burden of the tax- 
payers of this province. 

That is my presentation, ladies and gentlemen. I re- 
spectfully give it to you. I know what I am talking about. I 
hope you have some questions. 


Mrs Sullivan: Mr Howes, I am familiar with the pre- 
sentations you made some time ago to Mr Nixon before 
the bill was introduced and I wonder if could you give us 
some estimate of your experience, although you have been 
operating in the private sector, of the collection costs? 

Mr Howes: Yes, I sure could. 

Mrs Sullivan: Okay; I think that would be interesting. 

Mr Howes: You will have to bear with me for a mo- 


ment, Mrs Sullivan, because I have it here. It is approxi- 
mately 6%. There is only one state that breaks it down. 


Mr Sutherland: There is reference in your brief here. 
It says New York has 6%. 


Mr Howes: I do not think it is New York. 
Mr Sutherland: On the very last page. 


Mr Howes: Yes, 6% and, after all, surely that sounds 
like a reasonable sum. What is involved, after all? We tell 
these custodians, “Come up with the money.” In the state 
of Pennsylvania they have quite a few collectors out beat- 
ing the bushes, getting this money in, and they found that 
it works great, because it will come as no surprise that 
people are not too keen on shelling it out. Does that answer 
your question? 

Mrs Sullivan: Yes, thank you. 


Mr Howes: It is the only state I can speak of, but 
common sense says that it should not be very expensive. It 
is one big money spinner. It is the second-largest source of 
income for many, if not most of the states. We are talking 
about big, big money. Would somebody like an estimate as 
to what we would get in this province, because I can give 
it to you? 

Mrs Sullivan: I suppose I was asking the question 
because I was just doing some calculations. You have 
talked about the jockey club, for instance. They plow, say, 
$1 million a year back into their revenues. They also re- 
ceive funding from the province, so presumably provincial 
funding would have to be made up for the lack of the 
availability of that $1 million. 


Mr Howes: It is a profit-making organization, Mrs 
Sullivan. I do not know why it should be. 


Mrs Sullivan: That is interesting. 

Mr Howes: E. P. Taylor, God rest his soul, was no 
public benefactor and he controlled it. 

Mrs Sullivan: We could argue about that, but I am 
thinking about the context of an Ontario Jockey Club 
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operation or the Ontario Racing Commission which 
ceives funding and probably would have to get more fur 
ing; I do not know. | 


Mr Howes: Mrs Sullivan, with respect, I would st 
gest that perhaps we should speak more of where the rea 
big money is, the trust companies that fought so hard 
to have it retroactive, and the life insurance companies 
particular. We are talking about so much money. Wot 
anybody like a very calculated guess as to how much 
are talking about? Would it interest you? 


Mr Sutherland: Actually, that was my question. Y 
said $200 million retroactively. 


Mr Howes: I am being really conservative. 


Mr Sutherland: I want to know what your estimat 
would be on an annual basis, ignoring the retroactivity. 


Mr Howes: At the very least $25 million, and prot 
bly double that on an annual basis. Let me tell you hov 
arrived at this figure. Delaware gets in $10 and change f 
person. New York gets $11 and change per person. T 
reason for that is that Delaware is the major state of inc« 
poration of companies in the US, as is New York the ma 
commercial centre. 

Ontario is both those things, so we have every reas 
to think that our take should be approximately theirs, r 
to mention that this is a major resource province and the 
is much income from the likes of gold mines and so ¢ 
Believe me, it is my business. I know what I am talki 
about, ladies and gentlemen, I really do. Anyway, cut it 
half. Supposing we can only do half as well as New Yc 
or Delaware. That is $5 per person times nine million 
$45 million on a continuing basis. All kinds of money sli 
through the cracks. I make my living out of it. 





Mr Kwinter: I would just like to make a couple 
comments. I have no problem with the act as it w 
passed—I am glad—and I have no problem with the cc 
cept. Where I do have a problem is that you have paintec 
absolutely black and white and it does not work that wi 
Let me give you the reverse, to use your analogy and 
put it in the simplistic terms that you have placed. 


Mr Howes: I did not understand it any other way, } 
Kwinter. 


Mr Kwinter: Let me just give you an example. Att 
present time you are talking about all of these unclaim 
assets, that if we had only clamped down and got them ¢ 
we would have this $25-million bonanza, whatever it is. 


Mr Howes: Much more, hundreds of millions. 


Mr Kwinter: Whatever, that is fine, whatever t 
amount is. On the other side, we have a situation in ¢ 
economy where every major retailer, whether it be She 
pers Drug Mart or Canadian Tire, factors in as a fact of | 
that they have shoplifting, and shoplifting ranges an 
where from 6% to 10% to 12% of their annual sales. T 
costs are staggering. You could make exactly the sar 
argument that, my God, if we could only have arm 
guards at every single store and put everybody under st 
veillance and do a strip search, we would save this eco 
omy incredible amounts of money. 
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What I am saying is that what you are saying, in princi- 
:, I agree with, but I think there is another factor. Let’s 
> your example of the jockey club. The jockey club is 
t hiding the fact it has this money. It is not saying, “This 
mey is something we put in our pocket.” It declares it in 
statements and it says that for every dollar that is spent, 
‘re is X% that does not get claimed. It uses it as income, 
tit is also liable. In 20 years’ time, if you come back and 
u have that ticket, it will pay it. 

I am not justifying the fact it is using it, but what I do 
sent is the fact that you are implying that E. P. Taylor and 
; heirs have this sort of scheme going where they are 
cketing this money. What is going to happen if that 
mey does revert—and under the act, it would—to the 
ywn? It will then say: “Traditionally and historically we 
ve had X dollars available to us in our operations. We 
in’t hide it. We declare it. We show it. If we don’t have 
it, then we’re going to have to compensate. We’re going 
have to increase all of our charges to make up that 
ortfall.” 

I can tell you—again it just happens we are talking 
a an area I am very familiar with—contrary to what 
u are saying, the racing industry in Ontario does not 
e a lot of money. The Ontario Jockey Club in particular 
anon-profit organization and it really is. I am not crying 
t these guys. because I can tell you that if you are poor 
u are not in that business. It is the sport of kings. It is a 
+h man’s hobby. But if anyone thinks they are getting 
to the racing business to make money, he will be sadly 
istaken. The people that are in it are in it because it is 
mething they enjoy doing and they—whatever turns 
muon. 

_ The point I am making is that it is not just black and 
nite. If you flip it from one side of the balance sheet to 
i other there will automatically be a compensation. 
hatever industry it is, whether it is the insurance industry 
whatever else will say: “Fine. We’ve had this money. 
e declare it. We show it. We use it as part of our operating 
pense.” 


| Mr Howes: No, they do not declare it and they do not 
ow it. Believe me, they do not. 


























_ Mr Kwinter: I think it is on their balance sheet. I 
Mnot see how it cannot be. 





| Mr Howes: No sir, it is not. 
. Mr Kwinter: How could it not be? The banks all 
Ow it. 


Mr Howes: That is because the banks have to send it 
the Bank of Canada. 


Mr Kwinter: I know, but I used to be the Minister of 
nancial Institutions. I can tell you— 

Mr Howes: Mr Kwinter, that is my business. 
Mr Kwinter: It may be your business, but I am telling 
ju that when an insurance company has income and ex- 


inditures, it is audited. They are subject to inspection by 
2 department of insurance, and if there is an amount in 


there it is shown, It is shown as unredeemed benefits, 
whatever. There is a figure in there. 

I am not saying that they are not benefiting from the 
interest that accrues and all of that stuff, and you may not 
agree with it and I do not agree with it. That is why the act 
was passed. We are not arguing. I am just saying that you 
are portraying these people as somehow or other being 
involved in some subterfuge. All you are doing is you are 
arguing the principle that that money should not be theirs, 
and that act addresses that. Your next argument is why it 
was not proclaimed. That I cannot answer. 

Mr Howes: I can. I can answer it. Do you want to ask 
me? 

Mr B. Ward: I just have a quick question, Mr Howes. 
Tough economic times are facing the province. We are 
exploring all avenues of increasing revenue or opportuni- 
ties for revenue and you are suggesting that this is one 
avenue that should be explored and examined, and the fact 
that there is a bill drafted makes it that much easier. 


Mrs Sullivan: It is passed. 


Mr B. Ward: It is passed? It was just never pro- 
claimed. Why was it not proclaimed in your opinion? 


Mr Howes: Exactly. 


Mr B. Ward: It is on the books. I do not know. But 
that this is something that we should look at as a commit- 
tee is what you are trying to say. 


Mr Howes: That is what I am begging you to do, and 
not to go for this baloney about the retroactivity. I beg you, 
have no pity on them. They do not deserve it. 

Maybe a case could be made for the racetracks, Mr 
Kwinter. Let them keep their million a year. But how about 
Hal Jackman and his National Trust? Should he be here 
rattling a tin cup? Or put it this way—TI tell you, the es- 
sence of the problem is this: Can these people whose 
money it is not, handle it better than the elected representa- 
tives of the people of this province? That is what it boils 
down to. It is not their money. They should not have it. 
Can they handle it better? Can these insurance companies? 
Do you take pity on them? 

The Chair: I would really rather not get into that phil- 
osophical debate here. Are there any other questions? See- 
ing none, I would like to thank you for bringing this issue 
to our attention and I am sure we will be debating this 
again a little later on. 

Mr Howes: Listen, when they turn up, would you ask 
them? Ask them. It is all here. 

Interjection. 

Mr Howes: Isn’t that a laugh? Do you want to see it? 
Here, this is a classic. 

The Chair: For the entertainment value, if any would 
like to continue the discussion with Mr Howes, that is fine. 
I am going to adjourn this committee until 1:30 pm; we 
have moved things up a little. So thank you very much. We 
will see you. 


The committee recessed at 1225. 


F-138 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS | 





AFTERNOON SITTING 


The committee resumed at 1341 in room 228. 


The Chair: Just prior to beginning the afternoon ses- 
sion, I would like to read the response from the governor 
of the Bank of Canada to our request that he come to meet 
with us and, failing his coming to meet with us, to send a 
designate to meet with us. I will circulate this and I will 
just read the part that I believe is pertinent: 

‘While the Bank of Canada has of necessity to limit 
the number and scope of public appearances by the gover- 
nor and other officers, it nevertheless firmly subscribes to 
the view that its policies and actions should be widely 
available to public scrutiny and discussion. To that end, 
above and beyond his appearances before Commons and 
Senate committees, the governor gives public speeches on 
monetary policy and the economy on a regular basis. The 
bank also publishes regularly that part of the minutes of its 
board meetings having to do with economic and financial 
developments and monetary policy. I can add that the 
governor’s annual report to the Minister of Finance also 
represents a key element of the public record and is usu- 
ally discussed at public hearings of parliamentary commit- 
tees once it has been tabled in Parliament. 

“Accordingly, while it is not possible to meet your spe- 
cific request, I would be most happy to send to you or to 
Mr Decker forthwith a full range of the material to which I 
have just referred, if you, as we, think it would be helpful. 
My telephone number...” and so on. 

I will put on the record my own view of this. It is that 
while all this information is useful and I think we should 
request it, I do not believe it will answer the salient ques- 
tion that this committee must deal with, and that is the 
projections of the Bank of Canada for the coming year, 
and the questions I feel we could have asked, being what 
does he foresee the value of the Canadian dollar being, the 
interest rate and the growth of the economy by the end of 
the year? 

Would any other members like to have their comments 
on the official record? 


Mr B. Ward: Just for clarification, we are requesting 
the material that the Bank of Canada is willing to provide 
to us? Is that right? 


The Chair: Yes, we are. 


Mr Christopherson: Just briefly, it is just disappoint- 
ing that when this committee and the government, quite 
frankly, and the Treasurer, have gone to such great pains to 
talk about public consultation, to go through a procedure 
that allows everyone to have a say—and we have heard 
that from the people who have come before us—an inte- 
gral part of that is the federal policies of the national bank 
and they have not come forward to expand on those issues 
and allow us a chance to question them. I realize they are 
concerned about this being an inquisition, but that is kind 
of the political downside of an open, public process. 

It just needs to be said that it is a great disappointment 
that the Prime Minister would support and allow that type 
of attitude and approach to a serious provincial initiative 
such as pre-budgetary consultation in the fashion that we 


— 
have undertaken here. I do not think it would be inappr 
priate for a letter—procedurally, I do not know if I am 
order or not; I would look to those who have been he 
much longer than I—from you or from an appropriz 
minister to express our disappointment to the Prime Mini 
ter that there is not even a delegate here. I can understai 
if the individual cannot attend, but that not even a acta 
tion would be here, since we are hearing that federal inte 
est rates and the federal dollar have such a 1 opal 





impact on everything we are looking at. I would hope 
could take something stronger in terms of action other th 
just putting on the record our official disappointment. | 
The Chair: I would entertain that in the form of 
motion, if there is a seconder. Is there any discussion | 


that? Do we have consensus on that? 


Mr Sutherland: Just as a point of clarification, is ; 
the Bank of Canada governor under the Minister of ] 
nance? So probably it should go directly to the Minister 
Finance. 


The Chair: Copies to both? 
Mr Sutherland: Sure. 


Mrs Sullivan: I think you have to be careful abe 
looking silly in these things. The governor of the Bank 
Canada is not subject to the whim of this committee. It i: 
national body. He reports to Parliament through the Min 
ter of Finance. We want to see a policy direction rath 
than an opportunity for grandstanding, a policy directi 
that is a result of policy decisions coming out of the fe 
eral government. It may be appropriate to invite Mr W 
son to appear, because that clearly is where the policy 
coming from. I think we have to be realistic about the rc 
of the Bank of Canada and its ties and obligations to 
committee such as ours, as well. You might want to inv 
Mr Wilson to appear. 


The Chair: Do we have a consensus on inviting I 
Wilson to appear? 


Mr Christopherson: I agree with just about eve 
thing the previous speaker said. I am just as concerne 
maybe even a little more so, about how we might lo 
publicly since I am a member of the government side 
the House. Obviously, if anything looked political, 
would be to invite the Finance minister. Again, the inte 
tion, at least on my part, was not to bring in someone fre 
the bank to grandstand or put him on the spot, but I wot 
really like to hear first hand his rationale, not just a pol 
paper. But we could also put the kind of questions that ¢ 
being put to us, especially in the area of the high inter 
rates and the dollar. 

I do not profess to be an expert on the federal ec 
nomic system. However, my understanding is that Mr W 
son has continually taken a position, and the Prit 
Minister also, that they cannot and/or will not direct | 
Crow to do their bidding and that it is a relatively autor 
mous institution that makes its own decisions based 
how it sees the economy and what screws need to be tig 
ened and loosened and when. I still feel comfortable sendi 
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atter expressing our disappointment to the Prime Minis- 
‘that Mr Crow would take this position and that no one, 
t even a representative from the bank, would be here. I 
yuld rather leave it at that and would not feel so comfort- 
le with the recommendation of the previous speaker. 


The Chair: Is there a consensus? If I understand it, 
: motion is I should write a letter expressing our disap- 
intment that they would not come, and request all the 
‘ormation that is— 

-Mr B. Ward: May we have a clarification of Mrs 
llivan’s suggestion of an amendment—or is it just a 
gestion?—that we invite Michael Wilson? 

Mrs Sullivan: We do not have consensus. I mean, we 
ght have consensus, but you have a dissenter. 

The Chair: I have one dissenter, or two dissenters. 

Mr Kwinter: If you are going to write the letter and 
y that you are disappointed and “send out the informa- 
n,” I see no problem with that, if that is all you are going 
say. 
|The Chair: Okay, then I will undertake that, and I 
ink we should begin our afternoon presentations. 


HALT INCREASING TAXES 

The Chair: We have Halt Increasing Taxes; Bill 
a chairman, and Frank Cawkell. If you would begin 
ur presentation, please. 

_Mr Cawkell: Thank you, Mr Chairman. We are the 
chmond Hill Halt Increasing Taxes organization. We are 
ated in the town of Richmond Hill, representing a num- 
re ratepayers’ associations for 1,300 homes at this 













e, but growing, within York region and the town of 
ichmond Hill. 

The motion we bring before you today is really that we 
ype to see budget increases coming out of all levels of 
Wvernment no higher than the level of inflation and that 
‘ould be a maximum or a ceiling on such increases. 

50 

What we are seeing today and the discomfort we see 
ithin the taxpaying groups we represent is really that we 
ed to eliminate programs which are putting a burden on 
payers. We recognize that we are in a recession, as we 
| do. We. like everyone in this room, are taxpayers, and 
2 are willing to tighten our belts provided we are given 
adership and help to do that by the governments. 

We have seen over the last number of years what we 
el has been communicated to us as a downloading by the 
deral government on the provincial, and the provincial 
1to the lower levels of government. That is a concern to 
i because the buck ends up stopping at the taxpayers. The 
ay the lower levels of government are collecting those 
x dollars is effectively through our own house taxes, 
hich, being taxpayers, is really the place where we are 
Ost vulnerable. We do not have the options in paying 
Muse taxes that we do in paying federal and provincial 
ixes in terms of deductions and methods of payment. 

What we feel we are seeing today are various levels of 
vernment effectively downloading, passing the buck, a 
t of finger pointing. Ultimately the taxpayer is still pay- 
g the same type of tax dollar and taxes are still going up, 


















they are not going down, so the burden is being shifted. It 
is being shifted right down to the home owner—not just to 
the general taxpayer but to the home owner—at the munic- 
ipal level of governments. 

What we would like to see and hope to see is a true 
reduction in total taxes at all levels of government, some 
of the things that we feel we have seen certainly in busi- 
nesses today looking at opportunities to eliminate waste, to 
really not shuffle money when we make a savings—“Oh 
good, I’ve saved some money here, now I can spend it 
there”—but effectively to eliminate it. There is nothing 
wrong with coming in under budget at the end of a year, 
and a lot under budget if we can. We should be com- 
mended on that within government. 

A presidential mindset in budgeting: We feel that if 
every one of us in this room, when we spend any money, 
but particularly, hopefully, within levels of government, 
spending money and budgeting money, each dollar should 
be looked at as if it came out of our personal pocket. We 
should be asking the question, “Would I spend this money 
if it was only mine and coming out of my personal bud- 
get?” We need that type of responsibility in government 
today. 

Zero-base budgeting approach is a buzzword I am sure 
a lot of us are familiar with. We see it in business more and 
more today. The days of saying “What did I spend last 
year? Great, inflation’s 5%; we'll add that on and I'll start 
there. I’ve got that much money to start,” those days 
should be over. What we spent last year is immaterial. We 
should be justifying what we are spending in our budget- 
ing process from a zero base, now justifying and working 
out every dollar that we are spending. What we spent last 
year is immaterial. If the program cannot be justified in 
1991, although it may have been in 1990, it should not be 
in the budget. Only with that type of approach can we effec- 
tively minimize the increases we are seeing in budgeting. 

As we all know, and as we have listed here, these are 
recessionary times. We, as a group, have started and have 
been in existence for two years. We have been going to the 
municipal levels of government as a start, to our Own town 
councillors, regional members of government, councillors, 
mayors within the York region, to the school boards, real- 
izing that in the lower levels of government the school 
boards are a large chunk of the house taxpayers’ tax dollar, 
going to them to get their commitment on a similar motion. 

We need this type of responsibility from government. 
We need this leadership from government, and we hope it 
will be very refreshing that we will all stand up and be 
counted. Certainly the days of finger-pointing to other lev- 
els of government need to stop. We need to see people 
stand up and say, “I will take on this challenge.” We hope 
that your committee and the provincial government will do 
so. 


Mr Sutherland: First of all. thanks for coming for- 
ward. I have a property tax coalition in my riding of Ox- 
ford. We talked about the issues. I engaged in a lot of 
discussion with people in my riding about these issues and 
how we pay for some of them. What you are saying is, no 
one likes to pay more taxes. That is granted. We all realize 
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that fact. But there are a lot of realities. There are growing 
needs out there. 

Within this province, and certainly within this country, 
we have said that there are basic values and things that we 
think are very important that should be provided. We had 
the Ministry of Health this morning and we talked about 
the health care system and other areas, public education. 
They take up the largest portion of the budget. I guess my 
sense is that, having these values about how these public 
systems should be, is it your impression that people want 
to have those values, want to have those things but may 
not be willing to pay the price for them? That is not meant 
to be on an individual basis, but in the sense of a public 
system and public taxation, which seems to be the accept- 
able way in the values of funding many of these systems. 


Mr Cawkell: Yes. A lot of the public, we feel gener- 
ally, always ask for more, and we always will; we always 
have for the last number of years. We feel, given the right 
understanding as to where that “more” is coming from, 
that now the public is effectively at a breaking point, 
where. “Yes, I would love to have another nurse in every 
hospital, but if that extra nurse is going to cost me X 
dollars more, I am to a point today in this environment 
where I can understand where maybe I will have to put 
that request on hold.” 


Mr Sutherland: I want to come to the education 
issue. We certainly know about the downloading on to the 
municipalities, and you talked about provincially man- 
dated programs, and certainly education is the area where 
it has come. I want to give some credit to the past govern- 
ment. Some of those initiatives have been positive, be- 
cause the scientific evidence of smaller classrooms, 
particularly at the lower grades, and things of that nature 
are very positive. 

I am of the opinion that if we are not willing to make 
the commitment to education at all levels, skills develop- 
ment and retraining right now, then we are not going to 
have a healthy economy later on. You can hold the tax 
base, you can hold your taxes on the issue of education 
and you can try to stop that, but I think you are jeopardiz- 
ing our future economic wellbeing if you do that too much. 

I am just wondering if you would care to comment on 
that aspect, that in some ways, even if you cut out the 
waste, education funding overall probably has to be in- 
creasing because, while there have been some gains made, 
this province and this country are far behind the rest of the 
world in what they are spending on that specific area. 


Mr Cawkell: From what I have seen, although I have 
no figures in front of me, I beg to differ that we are behind 
other countries in the world. There have been a number of 
people who have said that we actually, among the seven 
largest industrialized nations in the world, spend almost 
the most on education, yet our educational dropout rate in 
the high schools is one of the highest at 30%. I would 
argue that we have been throwing money at education for 
a number of years. Do I see a good bang for my buck? No, 
I do not. 

Yes. we are in a dilemma and we are in a tough posi- 
tion. I do not feel that throwing money at a problem will 
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solve it. I feel that highly motivated and innovative inc 
viduals will solve that problem. I feel that you can do a | 
more, when properly motivated, with the same amount 
money. Money is not the answer. We feel, as an organiz 
tion, that perhaps in the past we have said money is t 
answer. I think where Canada is today has shown th 
maybe it is not, and I would say education is an examp 
of that. Although the provincial government, true, has ¢ 
back its funding to education, education funding in tot 
has still gone up over the last number of years. So we ha 
not effectively cut back our money, I do not believe, ov 
the last number of years. | 


Mr B. Ward: First of all, I would like to thank you f 
taking the time to come down to express your opinions ¢ 
behalf of the Richmond Hill citizens. | 

There are two components I would like you to attem 
to address or perhaps give us greater detail on. I think y 
are opposed to the concept, whether it is federal or provi 
cial, primarily those two, where a program is implement 
and is forced on a municipality and yet the proper fundit 
does not flow with it. You would like to see a cessation: 
that type of policy as far as provincial or federal gover 
ments are concerned. Is that correct? 


Mr Cawkell: That is correct. 


Mr B. Ward: You have dealt with the municipality. 
Richmond Hill to a degree, I guess. You have made pr 
sentations. In the brief that we have, you have “Elimin 
tion of programs putting burden on taxpayers.” Part of 1 
difficulty of being a politician is that if you have to deci 
to make a cut, where do you cut? What programs do yc 
cut out? Each program affects an individual or group | 
individuals. As a politician, you receive a lot of pressu 
from special interest groups. Do you have any suggestioi 
that pertain to Richmond Hill that you see could be ct 
any specific programs that could be cut? It is easy to ta 
about it, but do you have any suggestions as far as tl 
provincial government is concerned? 
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Mr Cawkell: We do not at this time. Our intent he 
was not to put forward any detailed programs about wh 
could be cut. Rather than going to governments or scho 
boards, where there are trustees we have elected on o 
behalf to monitor the expenditures in the school board 
rather than come forward and try to analyse their board 
analyse the government in detail, and come forward wi 
specific suggestions at this time, we have chosen not to ¢ 
that. We feel we are not the experts. I do not pretend to | 
an expert in provincial budgeting. I do not pretend to be 
expert, and our group is not, in municipal governme 
budgeting. 

However, we feel we need to generate an awarene 
among the governments and the trustees and the scho 
boards that it is time to cut back, it is time to watch tl 
money we are spending and be accountable for th 
money. Our position with all levels of government v 
have been with is that we are not averse to looking in 
areas and commenting on programs that could be cut. Ai 
ing trustees in the school board is an example. where the 
have come to us and said just that, “What would you cut’ 





le said, “Well, give us some figures and we’ll go through 
em together with you and talk about it.” But at this time 
e are not really in a position to say this program or that 
eran should be cut. 

Mr B. Ward: So at this time you do not really have 
iy programs that are not serving any purpose in Rich- 
ond Hill? 

Mr Cawkell: No. 


Mr B. Ward: You have not done a great deal in your 
tizens’ organization? You do not have the resources to go 
\to if. 

Mr Cawkell: That is correct. I guess we could say 
at all programs we have initiated serve some benefit, as 
ou pointed out earlier. There will always be an interest 
roup. In any program, someone is taking advantage of it 
nd seeing a benefit from it; at least I hope they would be. 
Jur main point is that when times are in a recession, we 
eed to trim those programs back. It may not be elimina- 
n of any given program, it may be just trimming across 
1e board. That is the type of thing we need to be looking at. 
Mr Sadler: I would like to answer your questions, Mr 
Vard and Mr Sutherland. Having gone around to a lot of 
ae home owners and the home owners’ associations, we 
ind that the programs are those the minority want. God 
less them, they get up and shout and get in touch with the 
aembers of Parliament and the local municipalities. The 
aajority sit back and do nothing but complain and hope 
jat maybe Frank and I will carry the ball for them. 

However, we found out in the last election that the 

ajority actually did speak out. I think the results are 
nown. We are saying to the elected officials at the boards 
nd at the municipal level and here, bear in mind that there 
re programs that are not essential and that should be cut. 
\s Frank has so well put it, we have elected you people 
nd we want you to make that decision. If we can help 
‘ou, then we are here to do so. 

One of the things that worried us was a comment made 
yy the ex-director of the school business and finance 
wranch. This was after he was an elected official. He stated 
hat the local property tax was the easiest and best way to 
inance education, because there were so few complaints 
rom the public. That is the type of thing that worries the 
tell out of us. 


Mr Stockwell: It is very difficult for people such as 
his HIT group to come in and offer definitive program 
‘uts. It is very difficult to ask an association to come in 
ind do that. That is why we were supposed to be elected. I 
lave always thought that we are supposed to offer them, 
ind if we cannot find them, then the public does not think 
ve are doing a good job and they find people who can find 
hem—or maybe they do not want to find them at all. 
Those are the things you find out when a election rolls 
round. 

On the other side of the equation, you can say the 
yeople come in looking for money. We don’t say to them, 
‘Well, you tell us where we should tax to get the money to 
xive you.” Nobody ever asks that question. We just try and 
ind the money somewhere. If we cannot find it, we cannot 
ind it; if we can, we can. But no one puts them on the 
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spot, saying: “Should we increase the price of beer or 
tobacco? You tell us where to get the money.” 

It is not really a fair question to ask associations. They 
are doing this in their spare time, this is literally a job they 
are doing for free—unlike ourselves, of course. 

The other point I would like to make with respect to 
HIT, maybe not so much a question as a comment, is that 
your definition of a priority and government’s definition of 
a priority are different. To people in the private sector who 
are in business, if something is a priority then it gets 
money and certain areas do not get money. That is how 
you define your priorities. The trouble with government is: 
“We have 28 priorities. Everybody gets more money.” I 
think that is what the HIT program in Etobicoke is in fact 
suggesting, and the downloading is a long, debatable argu- 
ment that will have more finger-pointing every time you 
enter into the discussion. 

I would like to make a point with respect to where you 
make your cuts. I do not know if you even need to cut, 
maybe it is simply hold the line. A perfect example, 
though, is that the Minister of Labour today announced a 
program for new job training. Here is the Minister of Lab- 
our announcing new job training programs. What the heck 
do we have a Skills Development ministry for? We are 
spending $400 million on a Skills Development ministry 
and we have the Minister of Labour announcing new skills 
development programs. There is a bit of redundancy there, 
duplication. 


There are some examples that could be taken by this 
HIT group and given to you, but I do not really think it is 
fair to say to every group that comes in here, if they are 
asking you to hold the line on taxes, “Where would you 
find the money?” I think we are supposed to be elected to 
do that. 


Mr Kwinter: One of the most common comments I 
get, particularly out in the business community, is, “If you 
guys would only run the government the way we run our 
business, everything would be great.” Most businessmen 
have about three obligations. One is to their bank manager, 
one is to their wife and one is to their shareholders. If it is 
a matter of not being able to afford to do it, you just cut it 
out and that is it. It does not matter what the repercussions 
are as long as those three particular groups are happy. 

In government it is not that easy. We are accountable to 
over nine million shareholders, and everyone thinks their 
priority is as important or more important than everyone 
else’s. The genius of government is how you mobilize the 
resources that are available, both natural resources and 
economic resources, all of the things that are there, to try 
to do the most good for the most people. That is very 
difficult. It is very difficult, considering that we are in a 
situation where the rules keep changing. 

At one time we lived in a very comfortable little niche 
where what we did in Ontario affected what happened in 
Ontario, with very little outside pressure. We are now into 
a global economy. To give you an example: R and D. If 
you talk to anybody who is looking at our competitiveness, 
R and D is the critical factor and unless we invest more in 
R and D we are going to fall by the wayside, we are not 
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going to be as competitive, our standard of living is going 
to deteriorate and we have to devote money to it. 

At present, the United States is the highest spender on 
R and D in the world, at about 3% of gross domestic 
product. Japan is second at 2.8%. Canada is at 1.3%. In 
Ontario we are a little better, at 1.7%. You can imagine 
where Canada would be without the Ontario component, 
because 60% of all the R and D is done in Ontario. 

We are woefully underspending and it is going to im- 
pact on us. Unless we get that spending level up, we are 
going to find that we are less and less competitive. Some- 
one recently referred to Canada as a Third World country 
with illusions of grandeur. We are trying to maintain a 
standard of living that is comparable to the leading indus- 
trial and economic jurisdictions in the world and saying, 
“Let’s do it, but let’s not spend the money that is required 
to do it.” 
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I agree that anybody can look at government and say, 
“That program is getting money and it is unwarranted, and 
we should put more money somewhere else,” but I think it 
is a simplistic sort of solution to say there should not be 
any more spending because it is impacting on the taxpayer. 
Under our system, anything we do impacts on the tax- 
payer. The role of government, as I say, is to get the big- 
gest bang for the buck and to be accountable to those 
taxpayers. 

You are presenting a point of view and I appreciate it, 
but I can tell you there will be 10 other groups that will 
come in and present another point of view in saying, “I 
want more of this,” and, “I want a share in this thing. 
There is an élite that gets the major benefits of all of the 
things that are happening and we are shut out,” for what- 
ever reason, whether it is cultural. racial or economic. 
They want a piece of the pie. That is the problem we have. 

As I say, I am totally sympathetic with the basic con- 
cept of saying there should be value for money. But I 
really think it is a little simplistic to say: “Hold your ex- 
penditures down. Go back to zero-base budgeting. The 
increase should only be the rate of inflation.” If you do 
that, you are really relegating us to a non-competitive situ- 
ation, because there are intangibles. If you are going to 
attract investment, it is more than just monetary. It is qual- 
ity of life, it is the environment, it is all of these things, and 
there is a cost. You have to decide how much you can pay 
and how you allocate the sharing of that payment. That, as 
I say, is the genius of government or the folly of govern- 
ment—whatever. 


Mr Cawkell: If I may respond to that, I think one 
point you made is very valid. The playing field we are on 
is changing all the time. We cannot agree more. Therefore, 
the need every year is to re-evaluate where the money is 
best spent, the best bang for the buck, as you said. R and D 
is one area, there is no question. It should be an area of 
focus for the government. It may not have been and proba- 
bly was not five years ago. 

What we are hoping is that we do not see a need to go 
beyond inflation, as long as we are letting go of what were 
yesterday’s focuses. Are we letting go of the things that 5, 
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10 years ago were important, be they increases in socig 
programs, where we increase spending. Are we letting g) 
of those and then changing our focus to make sure we ar 
competitive? If we see R and D spending being that arez 
so be it, it takes a priority. Are we letting go of money w 
spent in the past? We understand it is not easy. Being i 
government is not something that is very easy. At the oth 
end, though, we really have to be able to let go of som 
areas to satisfy the taxpayers the best we can. When w 
cannot or when it may be in question, hopefully we wil 
educate those taxpayers. | 

I guess one of things that even a lot of members of ou 
group two years ago did not understand was how th 
money went, drawing the connection to, “Well, we wante: 
this program; therefore, I can’t have this,” or “therefor 
my taxes go up.” Sometimes that connection was no 
always being made. If someone is coming in for mone 
for a program, it is very simplistic to say, “If you get tha 
where would you get it from?” but at the other end, it ma 
help to facilitate an educational process within the public. 

Yes, we need a number of the things you indicatec 
social programs and what not, to draw investment, but ¢ 
the other end, as you pointed out, potentially in Ontari 
and in Canada we are running on a standard of life that w 
cannot support, and we are supporting it with governmer 
money. If we are going to be competitive in the long rur 
we have to refocus where we are putting that money. 

As we said earlier, throwing money at everything is nc 
the way to do it. The zero-base approach is simply: Whe 
is most important? What is the best bang for our buck 
How are we going to be competitive? Cutting back on th 
other end and then educating the people so that they under 
stand, instead of selling ourselves as a government an 
saying, “Look at all the great things we are doing’”’—pleas 
do not be afraid to say, ““We have to cut back here and w 
are doing some bad things, but here is why.” 


Mr Sadler: The point on R and D is very valid. I ar 
retired and I love Ontario and plan to live here for the re: 
of my life. I have grandchildren and I have daughters an 
sons in Ontario, so I want to see us become very competi 
tive. But if we put the money there then we have to fin 
that someplace where we spent it before is not necessary. 

We met with our member of Parliament in York an 
the comment was: “There is waste in any system. On 
thing I know about politicians is that ultimately they ge 
their sense of authority by spending money.” That is reall 
I guess, what the message today is. We do not mean to sa 
that all the gentlemen around here feel the same way, but 
is a fact. 

I worked for a company. I was very selfish. I wanted t 
get as much as I could until the president of the compan 
said—as you said—‘I have to answer to shareholders. 
They might have been a lot less than the government ha 
to answer to, but nevertheless he admitted: “There is wast 
in our company and we have to get rid of it. I won’t tell th 
shareholders that. I only tell them what I want to tell then 
but I want to make damned sure when you put your budgs 
together that you take that waste out of the system so I ca 
give you a better increase in your salary and those workin 
on your behalf.” 
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Mrs Sullivan: There has been ample and interesting 
stimony before this committee relating to recommended 
tions by the government in dealing with the downturn in 
e economy we are facing. The recommendations from 
e economists have been that there be stimulatory spend- 
g, both in capital areas and in social areas, including 
training of workers and such areas as Mr Kwinter has 
Idressed so eloquently, research and development. 

Given the acceptance of those recommendations by 
wernment, there are two places where money can come 
om to pay for that. One is through new taxes; the other is 
rough new debt. I would be interested in hearing your 
ews on increasing the provincial debt. 


Mr Cawkell: We would not be in favour of increasing 
e provincial debt. As we all know around this room, it is 
ae of the reasons we, as a country, are in trouble today. I 
ould, however, turn back, as I have with Mr Kwinter, that 
nding money on R and D and spending money on job 
training is the way we want to go. We do not want to be 
ending money supporting companies that cannot carry 
eir load, and we are doing that at the other end of the 
bectrum. Such are the programs that we need to let go of. 
| Again, we are not here to say let’s not spend money. 
/e are not saying that at all. We are saying we had a large 
udget last year and we are looking for a 4% to 5% in- 
= this year, thank you very much. If we need to go 








bove that, then we really need to go back and see where 
ie spend the money. 

We can add R and D to the budget and increase the 
nding there. I would be all in favour of that. But, at the 
her end our message is that something else will have to 
0. The public needs to understand and needs to agree, as 
fr Kwinter did so eloquently point out, that without this 
pending and this focus on R and D, our children will not 
ave an effective country to live in. 


Mrs Sullivan: I just want to clarify this. You seem to 
€ leading us to the position that your view is that social 
pending should be cut. Is that your view? 


Mr Cawkell: No. We are not cutting any given pro- 
tam, but our view is that we need to evaluate all the 
rograms we do spend on, whether it be social spending, R 
nd D. whether it be support for companies—we do a lot 
f work in the government where we support companies 
at are in trouble and lend them money for programs. 
“here are a lot of things. We have our fingers in a lot of 
ies. What we would like to see, as taxpayers, is that we 
ffectively evaluate those pies and then go back and ask 
vhere our money is best spent. 
| Social programs may be at the top of the list. When all 
3 said and done, our nine million shareholders may say, 
)We need our social programs.” So be it. Maybe we do not 
et the R and D spending. But if we do not get the R and D 
pending, I would hope our government would explain to 
ne taxpayers without such spending the type of state our 
lountry may be in in the long term, the repercussions; that 
ve make that trade-off and educate the people. to go that 
vay. Potentially, with that understanding. with that knowl- 
dge, the taxpayers may very well say, “Well, then, turn 






















back the social programs a little bit and spend more money 
on R and D.” 
I do not have that answer, but that is the type of deci- 


sion-making process that we hoped the government would 
take. 
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Mr Sadler: Mrs Sullivan, I think what we are really 
saying is that it is priorities. You are the elected officials. 
We assume and we feel confident that you are the right 
people to make the decision as to where the priorities are 
and where the money should be spent. Going into debt, I 
am against it, personally. I see it in our own area up there. 
People are out of jobs. They are going bankrupt. To go 
further into debt and put a higher mortgage on their home, 
is that the answer? You have got to face your problem. You 
have to recognize that sooner or later you have to pay back 
that dollar. 

Some of you were just having the motion, when we 
first came in, about the Canadian dollar and the rate of 
interest which affects not only government, but affects us, 
people who have mortgages, people who borrowed funds. 
There are more and more individuals going bankrupt and 
losing their homes. That is our priority in Ontario. We do 
not want to see that. We have seen a small town, Blenheim, 
that had a very effective tax revolt and said: “No more. We 
don’t want it any more.” They were successful. 

I do not think that people are actually against the GST 
if those funds were being used to reduce the debt. As it has 
been said in the paper, you know and we know that if the 
money gets into their hands, it is going to go to other 
things. That was not the idea of the GST, and I am afraid 
that is what is going to happen. Really the message is, “We 
are not in favour of debt.” if that answers your questions, 
and the reasons behind it. 


Mr Christopherson: I had a few questions, but the 
time is going on. Just a very brief comment, Mr Chair, and 
that is, with a great deal of respect, that I would suggest to 
the presenters—and I do thank you for your position—I 
think that role needs to be played, that continuous pressure 
needs to be put on government, regardless of the party in 
power, to be watching the tax dollar. That is basically what 
this is all about, relative to the budget. 

But I would say clearly to the submitters that there was 
an opportunity very recently, in the general election, to 
adopt the philosophy that said bottom line first. that the 
bottom line takes precedence over everything else and that 
from the bottom line you then deduct where you need to. I 
believe that the public spoke very clearly and it rejected 
what is basically, to many of us, a simplistic approach that 
does not reflect the needs of a modern society such as 
ours. If you need to see that example in action, stay and 
listen to the next group that I have heard first hand and will 
hear again and will listen to very attentively, and listen to 
the kinds of pressures that are there. That is repeated many 
times over, and very legitimately, by many groups. 

The other thing is—and this is the dichotomy—that 
most people find themselves at one point or another as 
being on both sides of the fence. All of us rightfully say 
taxes are too high. We as government should never lose 
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sight of that feeling among the public. But by the same 
token, there are very few people who at some point do not 
say, “There should be a law about that,” or, “There ought 
to be a protection.” or if your child needs something, we 
do not say: “That should be provided. Why doesn’t the 
government provide that? There is a real need for that.” 
We do that so many times over and over that I think when 
you are sitting here and you see all that rushing at you, you 
begin to understand why the public says, “I reject the idea 
of bottom line first, but I am not going to let you forget 
that taxes and the impact they are having on my lifestyle is 
important.” That is why your role is very important. 

By way of a suggestion, and it is offered with the 
greatest amount of respect, I do think that if you want to be 
very effective—and I think you are very serious. Mr 
Stockwell makes the point that you are here on’ your own 
time. That says a lot about your commitment to this issue. 
The idea of coming forward with some specifics, although 
that may not be your role, is perhaps how you can be most 
effective, because again, I hearken back, the idea of bot- 
tom line first was rejected by the public. Lord knows that 
has not been the position of the NDP. and we found our- 
selves in a majority position at the end of 6 September. So 
I think that the public has spoken there. What it wants 
from us now over the next four to five years is good gov- 
ernment, to make those decisions that Mr Ward talked 
about, to do that balancing, that juggling. That is where we 
need both the carrot and the stick as a government so that 
we are going in the right direction and the public speaks 
loudly and effectively when we are going down the wrong 
road. 

I do thank you very much for coming. I have enjoyed 
your presentation. I hope you continue. You have got an 
important role to play in the development of this budget 
and others to come. 


The Chair: On behalf of the committee, I would like 
to thank you for your presentation and your time. 


ONTARIO HOSPITAL ASSOCIATION 


The Chair: Our next presentation is the the Ontario 
Hospital Association; Brian Birkness, chairman, and Gord 
Cunningham, president. Welcome. 


Mr Birkness: Mr Chairman, thank you for allowing 
us the opportunity to make this presentation to you today. I 
would like to introduce myself. | am Brian Birkness. I am 
a trustee at Scarborough General Hospital and a volunteer, 
and the volunteer chairman of the volunteer board of the 
Ontario Hospital Association. With me is Gordon Cun- 
ningham, president of the Ontario Hospital Association. 

On behalf of Ontario’s 224 public hospitals, I would 
like to thank the committee for inviting the OHA to appear 
before it today. This is OHA’s fifth term as a participant in 
this budget consultation hearing, and we find it a very 
useful process. 

I would be pleased to explain in detail OHA’s request 
for a 13.2% increase in operating funding for the next 
fiscal year, but I think that is well covered in our submis- 
sion. We will certainly be prepared to answer questions on 
that. I feel it would be more appropriate and useful, in 
order to assist this committee in its work, if I indicated to 
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you the crucial issues that face Ontario hospitals. Follov 
ing that, I would be happy to answer questions. | 

Hospitals are almost solely dependent on governme 
funding. Just over 80% of hospital operating funds com 
from the government. While municipalities get only . 
and school boards get 45% of their funds from the provit 
cial government, they have the ability to draw on loc; 
taxes. We do not have anywhere else to turn to make u 
our funding shortfalls. 

The graph at the end of our brief shows that goven 
ment funding levels have not kept pace with inflation 
impact on Ontario’s hospitals. Over the past 10 years, thei 
has been a continuous year-to-year shortfall in our fun¢ 
ing. The hospitals’ share of the health care spending p’ 
has dropped a full 7% over the past 10 years while oth 
areas have increased their share, such as payments to phy 
sicians and the Ontario drug benefit program. | 

Hospitals have little control over most of their opera 
ing costs. In addition, they have large costs imposed o 
them over and above inflation. Many of the increases ai 
due to government-imposed programs, such as pay equit 
as yet unresolved for many hospital groups, the employer: 
health tax and arbitrated wage settlements. As each of ye 
well knows, in 1965 the province of Ontario introduce 
the Hospital Labour Disputes Arbitration Act, which r 
quires compulsory arbitration of collective bargaining di 
putes by an independent third party and prohibits strikes ¢ 
lockouts by hospital employees. 

If I might direct your attention to page 8 of our brie 
you can see at the bottom of that page the broad categorie 
of typical hospital operating costs and the percentage a 
counted for by each of those costs. As you can quickly se 
approximately 75% of hospital costs are related to salarie 
When we speak about opening or closing hospital bed 
what we are referring to are the staff salaries required 1 
serve the patients who use that bed. Hospital budgets, be 
cause of this, are very sensitive to increased costs broug! 
about by the result of collective bargaining. This is simp! 
a fact. When you have close to 150,000 people working | 
the hospital sector, they are going to be very sensitive | 
adjustments in wages. 

A graphic example of this is also noted on page 8 ¢ 
the brief. For employees represented by the Ontari 
Nurses’ Association, ONA, and the Ontario Public Servic 
Employees Union, OPSEU, we have calculated that ever 
1% increase in compensation levels above that current 
prevailing in the hospital sector and as factored into ot 
model would result in an additional cost of $29.25 millio 
I would like to repeat that. Every 1% increase will result | 
an additional cost of $29.25 million. 
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As well, changes in government Jegislation and regul 
tions, which increase the cost of hospital operations, ha\ 
a significant impact on hospital budgets which are alread 
hard pressed by compensation packages and other infl. 
tionary factors. 

On the subject of alternative care, it has often been su; 
gested that the best way to reduce hospital costs in the lor 
term is to move towards a home-based, non-institutional cai 
program. Let me say once again for the record that w 








zree conceptually with this approach. It is, however, a 
otion that sometimes is too easily embraced as a cure-all 
smedy. To us it is something that is very complicated, 
wolving both massive attitudinal changes among patients 
ad their families, doctors, nurses, hospitals and local 
ommunities. 

It must be realized by all involved there must be a 

lanned, co-ordinated approach to the kind of 
einstitutionalization and decentralization envisioned. As 
ell, in the transition to any such new system, there cannot 
e allowed to develop any patient-service gap. Without a 
roper infrastructure in place we could well have 224 dif- 
srent plans, approaches and standards of health care in 
intario. This is where government’s role as a co-ordinat- 
ig and funding body is so crucial if we are to develop an 
ffective and workable system of community care. 
_ At this time, alternative care is not in place. No one 
nows what the demand is for community services. How 
quch will they cost? How effective will they be? They 
nay very well not reduce health-delivery costs but rather 
acrease them. Hospitals are now playing a key role in the 
rovision of some of these services, such as social ser- 
ices, health promotion, illness prevention, a program of 
‘ospitals in the home, women’s health centres and other 
utreach programs. Community hospitals have been very 
auch involved in developing outreach programs and pro- 
rams of hospitals in the home. 


At this time, the OHA is concerned by the lack of 
verall provincial planning. We suggest that, before the 
ecision is made to commit hundreds of millions of dollars 
9 an alternative system, the government consider the 
lommunity hospital as key to the delivery of quality, 
cost-effective, community-based health-care services. 
Finally, as I said, hospitals are central to the life of any 
ommunity. You need only look or you need only think of 
ne 17 or so hospitals that the members of this committee 
epresent and you will realize just how vital they are to 
‘our local communities and to your ridings, not just as 
iealth providers but as employers and as educators. Local 
‘ommunities are heavily involved as users, suppliers and 
Ospital volunteers. The hospital is central to most com- 
qunities; I would go so far as to say to all communities. 
As you look at the needed institutions in your communi- 
ies, you need your churches, you need your places of 
ducation and you need your hospitals. 
| I hope we have been able to give you some indication 
\f the importance we attach to being a governmental fund- 
ng priority and the fiscal problems which we face. Our 
mployees expect to. be paid as they deserve, government 
'xpects us not to incur deficits and the public expects a 
irst-class accessible community hospital system in this 
jrovince. We hope to satisfy all of these desires. I hope 
hat with your help we can continue to meet those expecta- 
ions. Thank you very much. 


The Chair: I have Mr Phillips first. He is getting on 
he list because he does not like to be left off. 



















Mr Phillips: I missed out on a couple yesterday, so I 
hought I would get my hand up early. First, I congratulate 
‘ou, Brian, and the volunteers at the Ontario Hospital As- 
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sociation. If you do not mind my telling a little personal 
story, I was chairman of Scarborough General Hospital 
and I felt that Scarborough General should play a larger 
role in the Ontario Hospital Association, so I suggested to 
Brian that maybe he should go down and just do a little bit. 
Now look where you are. You must spend half your time 
on this job, and I think all of us do appreciate the work the 
volunteers do on behalf of hospitals. 


Mr Birkness: And I hold you responsible. 
Mr Phillips: And he is a different political stripe, just 


so you know he is not a—I will not say what, but just 
different. 


Mr Birkness: I changed it a month or so ago. 


Mr Phillips: A small, little investor in a New Demo- 
cratic Party. Things have changed. 


Mr Christopherson: Another instant convert. 


Mr Phillips: I will get to my question, but I do think it 
was a thoughtful brief, and your recommendation to us to 
think carefully about the implementation of community 
care is a good one, because I think most people embrace it 
very much, your suggestion of making sure we know 
where we are going. 

My question really is around something that we all 
know is just going to happen within the next two months. 
It is very difficult to talk about it because it is collective 
bargaining. But the reality is that 40% of your budget, I 
think, is nurses’ salaries. I am not being partisan here, but 
the Premier did go to the Ontario Nurses’ Association con- 
vention well after the election, well after the finances were 
in place, and essentially made some very significant com- 
mitments to the nurses in terms of salaries. That, in my 
judgement, will drive your budget, and that is just reality 
and that is what is expected. 

I guess I am just looking for some help from the OHA, 
and I realize it is difficult in a public forum to provide that, 
but I know that the pay equity settlement that was reached 
recently with Sick Kids is I guess $8,000 or $9,000 per 
nurse. I think there are 50,000 nurses in the hospitals, if I 
am not mistaken. Can you help us out at all in terms of 
what we should be, or are we just going to have to let it 
unfold? Because I just think it is inevitable that there are 
going to be some tough times over the next three months, 
understandably, in the negotiations between the hospital 
association, the government and the nurses. I do not know 
whether you can be any more helpful than you have been 
in your brief in terms of the sorts of moneys that we 
should be anticipating to put into the hospital budget. 


Mr Birkness: Gerry, as you know, the brief very 
clearly sets out what the impact is going to be on salaries if 
we increase beyond the amount that has been provided for 
in our calculations, which you are all familiar with and 
which we have made no bones about, that we have al- 
lowed for an 8% increase in these calculations. 

The Premier has said that nurses are entitled to reason- 
able increases. I guess in this economy the obvious ques- 
tion is, what is reasonable? I understand a lot of people are 
holding the line at—we talk about a zero base, and it might 
be reasonable not to have your salary cut, I do not know, 
and certainly I guess that is the issue that the negotiators 
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are going to have to face. Hopefully it can be settled before 
it reaches arbitration. If it has to go to arbitration, I would 
believe that the arbitrators are also going to have to deal 
with that and should be aware of the consequences of these 
adjustments. 


Mr Phillips: I just think, realistically, we should all 
recognize that either now or three months from now or 
something like that—because, as you have pointed out, 
75% of your budgets are through negotiated settlements— 


Mr Birkness: If I could add to that, Gerry, a concern I 
have is that, as you know, we at the individual hospitals 
operate on a global budget. Our requested budget is what 
we hope we would receive from the province, and if we 
receive that and if we find that the salary increases go 
beyond that provided and if those are not additionally 
funded to the hospitals, then once again we find ourselves 
behind in our funding and in our budgets. We will not be 
able to meet our budgets. 
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Mr Christopherson: It is a pleasure again to meet 
with and hear from you, gentlemen. The only question I 
want to ask, because I did have the opportunity to ask 
some questions and listen to some more in-depth discus- 
sions when we were with the Treasurer, is that on the last 
page of your presentation, the second paragraph in, it talks 
about alternative care, community services. Let me ask, 
first, are we specifically talking about home care there? By 
and large, is it what you are talking about; the ability of 
home care to replace institutional care? Is that the issue 
there? 

Could I ask you then, because I hear conflicting infor- 
mation—on the one hand, there was a general thinking for 
an awfully long time, relatively unchallenged, that in-the- 
home care would clearly be cheaper than institutional care, 
period, full stop. I have now, over the last year or so, 
begun to hear some people suggesting that this is really not 
the case and that if you start taking a look at some of the 
specific services and talk about fair wages for those indi- 
viduals and the appropriate kinds of comprehensive care 
that may be needed, we may indeed be talking about a cost 
that is equal to and may be, as you suggest, even greater. I 
am not trying to set up for any particular party position. I 
am sincerely asking you what your thinking is on that 
particular issue of cost. 


Mr Birkness: I do not believe that at this point in 
time, anybody has actually gone through the calculations 
to determine what those real costs will be, but as you 
consider, you have answered your own question. In fact, 
when you consider all the factors that go into delivering 
home care service, you can see that as you bring profes- 
sionals into the home, you have to move them from loca- 
tion to location and there is going to be a substantial cost 
in doing that. I suppose that is one of the reasons why 
doctors stopped making house calls. There certainly is a 
substantial factor. Until we really know what the real cost 
is, it is going to be very difficult to measure that. 

At the same time as I say that, the hospitals have rec- 
ognized that many patients are better off in their homes 
than they are being in an institution. Having caring con- 
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cerned people around you is very important to an ill pe 
son. I think every one of us knows that if we have to | 
taken of when we are ill, it is always nice to have yo 
spouse do that for you rather than being in an institutio 
People would rather be at home, but there will be a cost | 
do that and I am suggesting that if that is to be done, tl 
people who should be doing that are the community host 
tals because they are well positioned to provide that ov 
reach program and outreach service. A lot of that is alrea¢ 
under way. 


Mr Christopherson: To follow-up—let me make 
note so I do not forget—I outlined some of the costs ar 
that is one side of the argument. Of course, the other si 
very clearly is that you point to the dollar figure for 
one-day stay in a hospital. What would be a rule-of-thun 
figure for a stay in a hospital? Would it be $300 plus, $4( 
a day? | 
Mr Birkness: Or more. 


Mr Christopherson: You have to talk of an awful | 
of professional services and support mechanisms over tl 
course of a month or over the course of a week for ¢ 
individual before you would total the equivalent of $400 
day. That is an awful lot of money. 


Mr Birkness: Depending upon the acuity of the p 
tient, of course. 


Mr Christopherson: Yes, and the level of care that 
required. I only ask the question. Again to be consiste 
with the positions I was arguing earlier, it is not that tl 
bottom line is going to drive this. The desire to have ind 
viduals stay in their homes and the ability to stay in the 
homes is a social goal of this province. I think most peop 
have recognized that and I think that is a motherhoc 
issue. 

The question is, if it does save money, clearly, and th 
is by and large an accepted fact, then we should be rushir 
towards it much more quickly than we already are, whic 
of course is the opposite of what you are suggesting. If it 
break even, much of that same same argument still hold 
If there is an increased cost, then there is maybe mo 
weight to your argument that we should move perhaps 
little more slowly, to ensure that it is as efficient a syste: 
as possible. 

I suggest to you that both sides of the argument, i 
cluding the ministry people, are going to have to start pu 
ting more dollars on this issue, because especially in a tin 
of recession that will have a significant impact on ho 
quickly things are brought on stream. 

Let me ask you one question. With the hospital provi 
ing, would you not agree that this is kind of running cor 
trary to conventional thinking right now? Even that tl 
institution would provide the community care runs co! 
trary to the thinking that you want to devolve more ar 
more to community care, community planning, comm 
nity co-ordination and less involvement by the institutic 
rather than even a maintaining of its current profile. 

There is a lot of thinking that the institutional aspect 
part of the problem and that it is far too bureaucratized ar 
is not sensitive enough to the community. I know yc 
could argue that point and you would not agree with it, bi 


24 JANUARY 1991 


F-147 





would ask you, how would you suggest this government 
ould respond to that position you are putting forward in 
zht of the fact that it does run contrary to a lot of the 
rent community thinking that goes hand in hand with this 
aying in the home providing support services concept? 

Mr Birkness: I think the attitudinal changes we spoke 
yout in our brief are being developed among medical 
aff, among nurses and they recognize the need to get a lot 
the care out into the community, into the homes. As to 
ie fact that the very people who should be providing 
lose services are in the community hospitals, I think the 
ructure has to be established to encourage the hospitals to 
2velop the hospital and the home profile and to move that 
ito the community, and possibly through a funding struc- 
re. That is the way that will be encouraged. You might 
ant to add something to that, Gordon. 

Mr Cunningham: This necessarily gets into two or 
4 different subjects. First of all, the hospitals collec- 
vely and totally believe that we want as little institution- 





‘4 hospitals of Ontario in particular have shown leader- 
tip in Canada to have outpatient surgery in a great num- 
er of instances and have really concentrated on the fact 
jat it is part of our duty to keep people in their own 
omes by keeping them mobile by knee replacements and 
nee operations and hip replacements and things that allow 
eople to go home. 

If we are talking about a fairly healthy individual who 
/mobile and may be able to work, but needs a therapy, it 
sttainly is ideal if that person can go to the hospital daily 
rt weekly or whenever he is needed for his therapy. I think 
‘is absurd to believe that we should provide therapy in the 
ome for those who are relatively mobile and perhaps 
ing rehabilitated. 

In the hospital, we must build a facility for the commu- 
ity, for outpatient surgery, for outpatient diagnostic things 
nd for outpatient therapy, but one of the dilemmas we 
ice is the aging of the population. We are getting more 
‘ail and we need multiple care. Certainly those who are 
etting elderly and frail we do not, as institutions, want 
‘Oused in institutions. Ideally we want everybody to have 
le best life and if possible that should be in his own 
ome. Then the question comes, how do we build that 
ifrastructure to serve those people? Very often they need 
>veral therapies, not one. 

We then come to the question, what is the most eco- 
omic way? Mr Birkness is right that the literature does 
ot yet show that it is any cheaper to do it in the commu- 
ity, so we have the question of economics and we have 
l€ question that the hospital is indeed a part of the com- 
lunity. For some reason we have slipped into the bad 
abit of talking about community services as though they 
‘ere something different than hospital services. Hospitals 
€ an integral basic part of every community where they 
cist. So it becomes a question of whether the hospital 
ould be providing the multiple care for the frail who 
2ed it, or should we be setting up some other kind of 
ifrastructure? That is the difficult part that you face in 

























lization as possible. We want people in their own homes. — 


your funding and it is the difficult part we face in being 
part of the community. 
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Mr Sutherland: We had the Minister of Health and 
the Deputy Minister of Health this morning and they were 
talking about issues that we need a health management 
system and that this in itself has not really occurred. I want 
to focus in on a couple of areas. Perhaps you could give 
me your assessment of the situation. 

I have three hospitals in my riding and no one in my 
riding is more than 25 miles away at the most from any of 
those three facilities. You mentioned the community aspect 
of it. All three of those hospitals have had expansions 
within the last five years. That is a great thing for a com- 
munity. Everyone loves to be a part of that. 

I am wondering, from your assessment, is it a question 
that those hospitals are providing—obviously they all have 
to provide similar basic services, but what about different 
services? For example, are there services one hospital 
could provide for the riding and another hospital could 
provide a different one, so people in the one community 
may have to drive to the other one to get that specific basic 
test, obviously not emergency-type service? 

I have also talked to a few people who have been 
working in hospitals and they left me with a sense—this is 
meant as no disrespect to anyone who works on a hospital 
board, because I know it is not an easy challenge—that 
hospitals felt like they were in competition with their 
neighbouring hospitals in terms of they want to have their 
hospital doing the things and getting a larger share of the 
marketplace. 

That type of philosophy or thinking towards health 
care is rather disturbing, to me anyway, in terms of we are 
all there and we all should have the same goal of, how do 
we service the people most effectively? Yet there seems to 
be a sense that: “I am in competition. If I can get the health 
council to approve that, that’s great for us and our hospital.” 
Would you care to comment? 


Mr Birkness: I would be glad to. You are absolutely 
right. Rationalization of services within communities is 
very much uppermost in everyone’s minds involved in 
hospital services. We in Scarborough, as you know 
Gerry—you were very much involved in the thrust of this, 
getting the Scarborough co-ordinating committee working 
to deal with rationalization of services. 


Mr Phillips: That is right. 


Mr Birkness: Some areas have done this very well. 
Hamilton has done an excellent job of creating a ratio- 
nalization of services. Each community needs to have a 
co-ordinating committee of those hospitals. In your in- 
stance, the three hospitals that serve your community 
should be sitting down on a regular basis to discuss cer- 
tainly any new services that are to be brought in, who 
should provide those services and how they would best be 
delivered. 


Mr Sutherland: Can you give me a sense of how 
province-wide that is? Is that going on right now from 
your assessment? 
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Mr Birkness: To my best knowledge I believe there is 
a lot more of this going on. I do not know that we have any 
specific data, do we? 


Mr Cunningham: I would respond to this by touch- 
ing on one part of the subject. We are on record with the 
Ministry of Health, with the previous minister, and again 
speaking briefly to the new minister, with the bureaucracy 
as saying that we the association believe that we have not 
had adequate planning at the provincial level for an overall 
plan. 

We applaud what the Premier’s Council has said in the 
last two or three years, where it has come out with state- 
ments that we should be looking at less institutionalization, 
that we should be doing many things, that we should be 
setting health goals. What we have said to the Ministry of 
Health is that we believe the institutions are well managed, 
delivering good care, doing many good things, but that 
there is the lack of an overall provincial plan. We have 
had, at least from the bureaucracy, some agreement and 
some expectation that the association, with the ministry 
and the district health councils, collectively could do a 
better job of provincial planning, and we are ready to do 
our part. 


Mr Birkness: On the question of competition among 
hospitals, we have been doing a lot of work at the OHA in 
providing information to trustees, education to trustees, to 
get them to understand that there is more to health care and 
hospital care than just their own hospitals, and a real need 
to understand what is happening in their community. As to 
this feeling of competition among hospitals, I think you 
will find less of that today than you might have found a 
few years ago. I know even in our own hospital board that 
seems to be disappearing and we are thinking of ourselves 
more as a community and working together. 


Mr B. Ward: I think you touched on my question to 
some degree. We had a presentation from the Ontario Pub- 
lic Health Association which in essence recommended that 
our government freeze funding to the institutional type, 
which is hospitals, and that the greater concentration of 
dollars be put into the community-based health system or 
health care. The feeling I get is that may be a proper direc- 
tion to head into, but that we are not really sure yet, and 
that until we are sure, let’s continue to fund the hospital 
system so that we have the best institutions and health care 
available from that aspect, and begin the exploration of 
community-based health so that we can have a handle on 
what are the long-term costs, the long-term standards. 

It is not a concept that you reject; it is just that you feel 
it is perhaps a little bit early for that type of funding where 
we freeze the hospital association and its allocation. You 
do not disagree with that concept; it is just that it is prema- 
ture. Is that a fair statement? 


Mr Birkness: Yes, it is a reasonably correct state- 
ment. What I am saying is that basically we agree that with 
the idea to move as much health care as possible into the 
community, into the homes, to get people into proper set- 
tings for the kind of care they need, the other side of that 
coin is that we are asking, what is the point of developing 
another group, another organization, and funding that to 
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provide this service when your own community hospiti 
are in a position to develop that and to work together 7 
the ministry to develop that kind of service? 

We agree that it should be done. It is just the method 
ogy which is the thing we challenge. We also are sayir 
“Let’s not rush into it blindly. Let’s be cautious and st 
carefully into this whole idea and make sure that what \ 
are doing is providing a better, well-thought-out servic 
and not just”—as the speaker before us suggested—“‘thr 
money at something that may not give you anything me 
effective.” 


Mr B. Ward: It is the position of the OHA, the UPF 
echelon, that hospitals should work together in a co-opet 
tive fashion so that there is no duplication of services, 
that we are getting the most efficient use of our tax dollé 
when it comes to the health care that is utilized throught 
hospital system. Are you fairly confident that philosop 
has filtered down to the hospitals? To be honest, Brantfo 
has two hospitals, Brant county has one, and the perce 
tion I had—I was on the Brantford General Hospital boa 
for a year—was that those turf wars were still continut 
to a degree. I am just wondering what avenues the OHA h 
taken to ensure that this concept of mutual co-operation 
filtering down to the administrators and to the vario 
boards that run the hospitals. Can you comment on that. 


Mr Birkness: First of all, there has been a lot of ed 
cation about the delivery of health care services. As 
spoke about, we have developed five videos for trustee 
teaching them what their responsibilities are in terms 
the delivery of services within the hospital and emphasi 
ing these very things. There is no longer any room, if the 
ever was, for waste within hospitals. The predecessor go 
ernment made that very clear to hospitals, that where the 
was any potential waste, any fat within the organizatior 
that was going to be removed. It was simply removed - 
reducing their funding, as you well know. 

The hospitals have had to operate their businesses: 
hospitals are a business; I should emphasize that; they m 
be a not-for-profit business, but they are very much a bu: 
ness—as efficiently as they possibly can. Any waste tl 
was in hospitals, any fat that was in their budgets, has be 
removed. Those things have disappeared. Hospitals are ¢ 
erating efficiently and they have to operate smarter, a 
the only way they can operate more efficiently and smar 
is to co-operate with one another. So I think you will fi 
there is a great deal more co-operation among hospita 
there is a better understanding on the part of trustees a 
there is a better understanding by hospital administrate 
of what needs to be done. 
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Mr Sterling: I was looking at page 4 of the appenc 
to your brief. You show 49,832 hospital beds in Ontar 
How many of those are in chronic care institutions, or ¢ 
they all acute care? 





Mr Cunningham: Twelve thousand is the closest ¢ 
swer we have. 


Mr Sterling: So if we take 12,000 off that, we end 
with about 37,000 or 38,000 acute care hospital beds. | 
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ose 37,000 or 38,000, how many actually have chronic 
re patients in them? 


Mr Birkness: Do we have any statistics? 


Mr Cunningham: Of that 12,000, approximately 
000 are in what we would call freestanding chronic care 
yspitals. Those are about 20 institutions in this province 
hich are long-term care, chronic hospitals. The other ap- 
‘oximately 6,000 would be in chronic care wings of acute 
hospitals. It is pretty much an accepted fact in Canada 
id in most western jurisdictions that if we did an instant 
apshot at any one moment, if we looked at who is in 
hat bed, we sometimes find people in inappropriate beds. 
at is, a frail person may have entered an acute care 
»spital for an acute episode and should be there; however, 
cause there is no immediate availability of another 
ronic bed and they are unable to be looked after at home, 
ey are in the wrong place at the wrong time. They are not 
sting the rehabilitation or the best level of chronic care 
scause they are in the inappropriate bed. 

' Quebec did a study only two years ago and said that 
ward of 20% of its patients were in the wrong bed at the 
tong time. They questioned us closely here in Ontario, 
that was our figure. We did not have up-to-date figures, 
ut it is generally accepted wisdom that 10% to 15% of 
atients may be in the wrong and inappropriate beds. It is 
nfortunate. 

I would say that hospitals have done their best to ad- 
ress that problem by having people who are specifically 
orking within the community to work at placement co- 
rdination to get people in the right beds. I think it is better 

ay than it was five years ago, but I would still have to 
ike an educated guess and say that upwards of 10% are 
robably in the wrong bed at any time. 


' Mr Sterling: The number of acute care beds seems to 
€ a constant problem, particularly in terms of people 
anting to get elective surgery, etc. Can you provide me 
ith an educated guess of the number of acute care beds 
EB have been available for the public in Ontario for the 
ast five or 10 years? Do you have any statistics like that? 


Mr Birkness: Just a clarification of the question. You 
re trying to determine how many beds have been closed 
ver the past five years? 


Mr Sterling: I am having a hard time getting a handle 
n what the problem is in terms of acute care beds in 
ospitals. 


Mr Birkness: Why people cannot get beds when they 
>quire them? 

Mr Sterling: That is right. The population is increas- 
ig. In the area I represent it is increasing rapidly, but the 
umber of acute care beds is not increasing rapidly. 


Mr Cunningham: I can only give a partial answer. I 
an start by talking about this matter of bed closures. The 
Ospitals, in my view, use good management and attempt 
niversally to use the dollars to the best advantage. This is 
uttressed by the voluntary boards and the modern admin- 
tration we have. 

There are times when it is valuable to close beds. More 
articularly, in our Canadian way of life it is quite true that 
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in the summertime most of us want vacation if we can 
have it, and there are many people who do not want elec- 
tive surgery in the summer. If a hospital can truly find a 
time when it can close some of its operating rooms and 
close certain wings, it makes good sense; if medical staff 
want to take a vacation. That is good management. Cer- 
tainly the same thing happens at Christmastime. Over the 
festive season it is absolutely true that as many people 
want to be home as possible. It is good management in 
saving dollars and closing beds, so we do have normal, 
good management practice of closing beds at some times. 

Where we start to get confused is this: Sometimes, 
because of economic reasons, we find that hospitals close 
a wing, say, at Christmas or in the summer, and because 
their budget is short they try to keep that wing closed as 
long as they can. We get a great deal of fluctuation. The 
Ontario Hospital Association is a voluntary association. 
We have made a determination that the beds fluctuate so 
much that it is a senseless game for us to keep track of 
how many are open or closed at any one moment. That is 
why we tend to waffle a little on our figures. 

The Hospital Council of Metropolitan Toronto, by con- 
trast, has the large Metro population to care for, and it does 
have co-ordination of the beds within Metro and does keep 
track of how many beds are closing at any one moment. 
We get varying figures, but the Metro figures have shown 
that due to economic reasons sometimes it runs about 
3,000 beds closed within Metro at any one time. Some of 
that is good, because it is responding to the seasonal fluc- 
tuation; some of it is bad because they have had to close 
for economic reasons, and that backs up the surgery. 

I cannot give you a very fixed answer, but we do try to 
translate, we try to ask our members what the lack of 
funding does to them. To the best of our knowledge, last 
year, the year which ended 31 March 1990, 800 beds 
seemed to have been closed permanently and taken out of 
the system. 

Mr Sterling: Again looking at your figures, you show 
the average inpatients is 43,600 patients a day. If I take that 
as a fraction of the number of beds you have in the prov- 
ince, including chronic care beds, you are pressing 90%. It 
seems to me that while we hear all these arguments for 
deinstitutionalization, clinics, etc, our hospitals have tre- 
mendous pressure on them for acute care patients. The last 
government in 1986, I believe, went out and made all 
kinds of promises about a whole bunch of new acute care 
beds that were going to be built in this province and then 
reneged on that promise, I believe on the basis that these 
clinics were going to draw away the need for acute care. I 
just do not see that happening, either in your figures for 
1988-89 or in my experience. Should we build more acute 
care beds in this province right now? 

Mr Cunningham: I am going to go back to what I 
said earlier, that I would be dishonest if I tried to answer 
that. I can say that our hospitals in this province are giving 
good value for dollar and they are giving good manage- 
ment, but I do believe we lack an overall provincial plan- 
ning system. Again, the association has said to the 
Ministry of Health and we will say to the public that we 
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are willing to take part in a better planning system. That 
might help resolve that question. I think we lack provincial 
planning. 

Mr Sterling: I do not care if you lack provincial plan- 
ning. I represent an area that is served by the Queensway- 
Carleton Hospital. Some of my constituents, when they go 
there in emergencies, have to be put in the hall and all that 
kind of thing. Queensway-Carleton was promised 100 
acute care beds by the last government. The argument 
against giving them those beds was that they were going to 
create clinics that would draw away from it, but that is not 
happening. The patient goes to the clinic; if it is a difficult 
case it gets shifted to the hospital anyway. Why bother 
with the damned clinic if all they are doing is creating 
another intermediate service, which is costly, and shoving 
it on to the hospital anyway? 


Mr Birkness: Clearly. to make up for the loss of 
many of the acute care beds, a lot of out-surgery is being 
developed, and trying to move patients through the system 
by changing to this community care type of service. Obvi- 
ously, when you can go to certain hospitals and find on a 
continuous basis, day after day, that people are being left 
in hallways because there are no beds to put them, where 
you find that people are on waiting lists and those waiting 
lists are getting longer for certain types of surgery, obvi- 
ously there is a shortage of hospital beds; there may be a 
shortage of operating rooms and medical and nursing ser- 
vices for those particular needs. 
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We do feel there is no room to cut any more acute care 
beds. We already have the problem with those that have 
been cut, those which, as you say, were promised and 
never brought on stream. It cannot continue. That is the 
message I have been bringing to the minister, to the Trea- 
surer, the message I bring to you today, that we may not 
have a problem tomorrow, but I can assure you that we 
will have a problem in the very short term, if it is not in the 
very near term, the next six months or year. If we continue 
to cut beds, with our aging population we know very well 
that we are going to have a real problem in hospitals, 
because in spite of moving services out into the commu- 
nity there is going to be a definite need for additional acute 
care beds in our hospitals. 


Mrs Sullivan: By way of a preamble, this morning 
when the Minister of Health and deputy minister were in 
front of the committee one of the questions put to them 
related to increasing in the next couple of years the health 
budget to allow for transition costs from an institutional- 
ized system into more community-based care. The deputy 
was perhaps very perspicacious in not responding directly, 
but he certainly left us with the impression that while there 
probably would not be that kind of interim funding re- 
quest, what there would be within the budget request 
would be a larger portion directed to increases which 
would stimulate interest in change. 

I look at my own community and see things which 
have occurred there. It is served by three hospitals: Oak- 
ville, Milton and Burlington. It is a growing area. We have 
just received allocations and almost have shovels in the 


ground for additions to two of those hospitals. Additi 
ally, all three hospitals are very involved in the transit 
and will be involved in the delivery of services in a diffe 
community-based situation. In the next phase of devel 
ment they will not be looking at new hospital space 
may be looking at satellite, day-surgery operations, alc 
with other kinds of therapeutic care and counselling 
whatever. 

As I see that and as I look at your page 13 tal 
about additional costs which have not been quantifie 
and this will affect, I assume, this year’s budget. These 
things you do not know about in terms of your analysis 
what will be required this year in your operations. Whe 
do not see is an indication of the pressures that will be 
the hospitals in terms of participation in a community I 
mine. I do not know if it is different in Metro Toronto, | 
in a community like mine, where the hospitals are ve 
much involved in being deliverers of a community-ba: 
system, I think, for instance, of nurses who may have 
travel into people’s homes. Where are those travel fe 
other aspects? I just do not see it there. I know it is causi 
pressure in my community and I am wondering why it 
not there. 


Mr Birkness: Our global budget here does not té 
into account the breakdown of each individual hospi 
Each hospital, of course, would present its own budget. | 
are telling you what the overall needs are of hospitals. ' 
have within that, under appendix B on page 9, under “N 
and Expanded Programs,” $107.3 million, represent 
1.65% of our needs. That amount will be allocated to th 
new projects and a new health care delivery service 
which you speak. 


Mrs Sullivan: So it is in there. Do you want to spe 
at all about these unquantified costs that are likely to 
coming up within the next budget year? 


Mr Birkness: Are you talking about the impact of 
GST and workers’ compensation and so on? What m« 
can we say about that, Gordon? 


Mr Cunningham: I think it is just to alert that son 
times there are other costs imposed upon hospitals and | 
will have to accept them if they come. We cannot pass 
by taxing the local community, we cannot pass on 
charging more. We are simply alerting the committee 
the fact that sometimes we have extra costs imposed. 


Mrs Sullivan: Some of those changes in worke 
comp costs will certainly be in-year in the next fiscal yee 


Mr Birkness: Yes. That is why we addressed the 
We know these are going to impact on the global budg 
of hospitals so that hospitals are going to have fewer d 
lars to address the needs of patients, patient care. 


The Chair: I would like to thank you for coming 
make your presentation this afternoon. 


INCOME MAINTENANCE FOR THE HANDICAPPED 
CO-ORDINATING GROUP 


The Chair: Our next presentation is from the Inco1 
Maintenance for the Handicapped Co-ordinating Grot 
Christopher Watts, chair. 
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Mr Watts: My name is Kit Watts. I am the chair of the 
some Maintenance for the Handicapped Co-ordinating 
‘oup. As some of you may know, we have presented to 
s standing committee before; this is our third year in a 
Ww. 

Page 1 of our brief outlines our activities. We are a 
up of and for persons with disabilities, formed in 1978. 
nce then we have formulated strong positions on a vari- 
/ of issues, most recently dealing particularly with the 
dort of the Social Assistance Review Committee, Transi- 
ms, to try to maintain the momentum that was generated 
en that report was released. I would like to thank all of 
u for this opportunity to be here to address our concerns. 
I would like now to introduce the other three people 
re today: Harry Beatty, legal counsel for our group; John 
uthern, who also was an original member of SARC, as 
e of you may recall; and Vera Malec, a member of our 
oup and also the executive director of Views for the 
sually Handicapped, which is a consumer group of par- 
its of children who are blind or visually impaired. 

_We would like to finish within the half-hour time 
ame. We, understand that a gentleman in the next group 
§ a train to catch, so we would like to present as thor- 
ighly and as quickly as we can. 


Mr Beatty: I will address part 2 of our submission, 
hich is the argument for continuing the social assistance 
form begun by the Transitions process. Table 1 on page 
i} of our brief indicates the growth over the past several 
ars of the number of disabled persons on family benefits 
sistance, also known as Gains-D, guaranteed annual in- 
me system for the disabled. It shows that from 1982 to 
90 there has been a relatively steady growth of about 
% each year, and now there are slightly over 100,000 
abled individuals receiving family benefits as “perma- 
‘tly unemployable,” to use the label in the legislation, 
ich we do not like. Almost 50% have been identified as 
ving primarily a psychiatric or developmental disability. 
20 

_ We are naturally concerned, given the escalating social 
Sistance costs in Ontario, that there will be pressure on 
is government, which has shown a strong commitment to 
cial assistance, to slow down or perhaps even stop social 
Sistance reform. What we want to argue is that social 
Sistance reform, besides being better for people, is a 
ore soundly based economic policy. 

On page 3, we start to list some of the main points. 

The first is competitive employment. One solution, of 
jurse, to the growing numbers of people dependent on 
ains-D, which provides a basic income of less than 
0,000 a year in most cases, is competitive employment. 
Teally is the time to make some commitment to the 
nployment of disabled people in this province. 

We know the government is moving ahead with em- 
Oyment equity. We hope it will be effective. We hope we 
jill start to see some effective enforcement of human 
thts legislation. But other supports are necessary as well. 

Vocational rehabilitation services for people with dis- 
ilities are very underfunded. There are tremendous wait- 
g periods. It often takes periods of up to a year even to 
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get an initial appointment for service. You can imagine 
how well a small employer who may be ready to offer a 
disabled person a job is going to react to the news that 
there will be no involvement from vocational rehabilitation 
for a year. 

I just point out, in the last paragraph under heading 1, 
the financial importance of vocational rehabilitation. If we 
say that there is a public expenditure of about $10,000 a 
year on each person with a disability under Gains-D, 
counting both the benefit and extra health costs and per- 
haps supported housing, a $20,000 rehabilitation and train- 
ing program would, in effect, pay for itself in two years if 
it meant the person could get a job and be competitively 
employed. That is an oversimplification, but it may eke it 
in some perspective. 

There are American studies anyway that show that dol- 
lars spent on effective rehabilitation are cost-effective in 
ratios of 5 to 1, 10 to | or even better. If you have a good 
rehabilitation program which gets especially the younger 
disabled person out in an integrated way into the work- 
place, that makes a lot more sense than paying for a life- 
time of dependency. It makes a lot more sense for the 
individual as well. 

Second, we want to address the overlap between 
Gains-D, which is social assistance and other disability 
compensation systems. 

Table 3 on page 17 of our report shows that almost 
15,000 Gains-D recipients also are getting benefits from 
other programs. One of the things that we want to look at 
of course is, are these other programs providing adequate 
benefits? Are they treating people fairly, or is the real rea- 
son that we have the escalating numbers of disabled people 
on social assistance, at least in part, that the other contribu- 
tory and premium-based programs that they are paying 
into, that their employers are paying into, are not providing 
adequate compensation? 

They start by noting that of the some 100,000 disabled 
persons getting Gains-D in Ontario, almost an eighth, 
12,500, also have CPP disability pensions. These are people 
who have worked and contributed sufficiently to qualify 
for CPP disability. Yet you can see that they are getting an 
average payment from CPP of $501. That is all they are 
getting. You can add to that other people who have worked 
and contributed to CPP and, because of the technical and 
unfair eligibility rules, do not get anything and wind up on 
social assistance. This is the kind of thing that we hope the 
government will examine. 

Another point about CPP disability is that there is no 
provision in their legislation for rehabilitation or any kind 
of earnings exemption. Their policy is still that if you get 
back to work, even on a temporary basis and maybe even 
if you go for training, they are going to take your CPP 
disability pension away. You can imagine the effect that 
has on CPP disability pensioners who may be considering 
a return to work. What if they try to go back to work and 
cannot do it after all? Their pension may be gone. 

You may also notice almost 2,000 injured workers get- 
ting both workers’ compensation at an average of $300 a 
month and being so poor that they qualify under both the 
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income and asset tests for family benefits. It really would 
be instructive to review these cases. 

Workers’ compensation is often portrayed as a very 
rich system. There is no doubt that the initial level of 
benefits is much higher. Temporary benefits are much 
higher than a government general revenue, social assis- 
tance program like Gains-D offers. But once people had 
been in the system for several years, at least under the old 
system, people were not getting those high benefits; they 
were getting 10% and 15% pensions. I think any MPP 
would be familiar with that from his own office. 

We really think that the relationships between these 
different programs should be looked at to see if some of 
these contributory plans, and I would include private long- 
term disability insurance as well, are in fact undercompensat- 
ing people or in some cases denying them benefits 
altogether. 

The next area is special-needs funding and John will 
address that. 


Mr Southern: I would like to thank the committee for 
letting us appear before you once again. I know last year I 
joked about becoming an honorary member of the com- 
mittee. Sometimes I think I should. 

I just want to say that you must receive a lot of briefs 
and presentations. You could become blasé about them 
maybe, whatever, but reading Harry’s brief today that he 
prepared for our group, it held my attention. I have been 
involved in social assistance issues for 11 or 12 years now 
and I still found it informative. I suggest that you read it 
from page | to the end. It really is good. 

Talking about special needs and supplementary aids 
and whatever, there are often times when certain items that 
disabled people need are not available under family bene- 
fits or other plans and they have to go to the local munici- 
palities to get this assistance, bandages or some certain 
kinds of equipment that are not covered by the assistive 
devices programs or other programs. 

In these recessionary times, some of the municipalities 
are cutting back and some of them are so small they cannot 
afford to provide this assistance. As I found out when I 
was a part of the Social Assistance Review Committee, 
there are some municipalities that are very rich that do not 
want to provide this assistance as well, which shocked me 
to the core. Therefore, we recommend that supplementary 
aid be transferred to the province and that people should 
have a right to the things they need to lead a dignified life. 

I guess one reason I got involved in social assistance 
issues is that when I first came to Canada, I saw the plight 
of disabled people in this country and how poor they were. 
There has been some improvement but not a lot. A lot of 
disabled people still remain living under the poverty line. I 
can speak somewhat from personal experience in this area. 

I would really like to see the rates of social assistance 
raised. This government did raise the social assistance lev- 
els of people on Gains-D by 7% and also we really would 
like to thank the government for raising the shelter costs, 
but we believe another raise in the level of social assis- 
tance is necessary this year. They are certainly behind the 
eight ball, as Harry pointed out. The average person on 
social assistance is only receiving around $10,000. There 
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are too many people living on that kind of income and i 
nigh on impossible. | 
1530 i 

Also, I would really like to see an improvement to 
assistive devices program. As a start, we would like to: 
the age limits in the assistive devices program taken out 
it and have it apply to people of all ages. That was pro 
ised in 1989 by the previous government and that has 1 
been realized yet. Of course, after that is achieved, 
would certainly like the 25% that people have to pay un 
the assistive devices program, for those who cannot aff 
it, there should be some way that can be covered. A lot 
people spend so much time trying to acquire this fundii 
it is ridiculous. | 

Also, talking about the assistive devices program, | 
supports to employment program and all these other p: 
grams, it is all very well to have these kinds of progra 
and to encourage people to join the workforce again. 
person who has just recently started to work with myself 
PUSH would like to leave family benefits altogether 2 
become independent, but the person has extreme co: 
They need about $5,000 a year just to maintain the whe 
chair. | 

Under the assistive devices program, for example, 
pairs are not covered. Where else does this person have 
go to get this kind of assistance? Disabled people he 
been sort of reliant on charities for too long. Most disab! 
people I talk to are not willing to go out and beg any mo 
““We’ve got our rights and we want a dignified way of | 
now.” 

Also, we would like to see obviously extra health co 
covered, certainly for the working poor. They should he 
an opportunity to avail themselves of the health pl 
Again, when people on family benefits want to leave | 
system and go into the workforce, some disabled peo 
have extraordinarily high health costs and there is just 
help for them. Sometimes it does prevent them from leav 
the program, and in fact sometimes does prevent thi 
from taking employment. I can think of at least five ca 
myself, people I know. I think this really needs to 
looked at and studied a lot closer. 

I will pass it over to whoever is next on the list. 








[Failure of sound system] 


Ms Malec: —most families cannot work their v 
through. There is no one generally who can advise them 
how to co-ordinate the effort. Many families are not th 
given the opportunity to access the programs that are av. 
able to them, but they just do not know how to plug 1 
the system properly. 

Within that report, it suggests integration of the s 
vices of all ministries with programs for children. Some 
that committee’s goals were to make the wellbeing of cl 
dren and the defence of their entitlements society’s pri 
ity, create an equitable economic base for families 
communities so that they can provide the entitlement 
children, make government a leading partner in the c 
ation of a public agenda for children and provide an in 
grated framework of services that ensure childre 
entitlements. 
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The Minister of Community and Social Services told 
: Ontario Legislature that these goals are supported by 
s government. That is Mrs Akande. She was a member 
that committee prior to being elected. 

For the infant and preschool population, there is a seri- 
s need for immediate and ongoing intervention from 
‘ant development programs. Again, there are some ser- 
ses. They are scattered. They are regional; accessible 
re, not accessible there. Again, no co-ordination, and this 
gins right from diagnosis. In many cases the diagnosed 
id is handed back to the family without any support. It 
specifically true in the cases of sensory impairments— 
aring and vision losses. It is true in most disabilities, but 
ecifically there. 

What we are hearing from teachers in the school sys- 
n is that particularly sensory-deprived children are com- 
zZ into the school system at anywhere between the ages 
four and six with no preschool intervention, totally un- 
spared for an education, and in most cases they will 
ver catch up. So we are losing those children. 

Within our brief we have talked about the funding in- 
zases for the special services at home program. I know 
at the presentation after ours is the Provincial Coalition 
i Special Services at Home and I think they will probably 
ve you all the information. I just would like to say 
ough that the funding increases definitely need to be 
de in this program. Some $10 million had been as- 
med to the program over the next three years—totally 
adequate. It must be put in place within the 1991-92 
;cal year to have enough serious impact on that. 

That is pretty well all I wanted to say in regard to the 
ildren’s needs. 


Mr Watts: Any questions? 


Mr Phillips: I appreciate the presentation very much. 
x back on the election and I think the previous gov- 

ment felt it was moving forward on the agenda. I think 
any groups, likes yours, did not feel we were moving 
st enough. I think the new government was elected on a 
atform of accelerating the development. I guess the role 
at we play—what we will do, or what I will attempt to 
»—is to hold them accountable for doing it, because | 
ink in both An Agenda for People and the throne speech 
ere were commitments made to your group to continue 
le progress. I have a lot of empathy with the needs of 
dur community and with the need to continue that 
; 

All I really wanted to say was I think in both the throne 
veech, as I read it, and An Agenda for People, there is a 
»mmitment to do the things that you say are in the brief. 
$ opposition, I guess the role of all of us is to make sure 
at that in fact happens, to the best of our ability. 
140 

Mr Watts: We recently presented to Allan 
loscovitch’s Advisory Group on New Social Assistance 
egislation. That was the advisory group that was 
unched by the new minister, as you say, Mr Phillips, to 
‘celerate the whole process of social assistance reform. In 
tms of the immediate needs, most particularly the rate of 
creases that are necessary, people on family benefits 
































experienced as of 1 January a rate increase and also an 
enhancement of the shelter subsidy. We suggested to the 
advisory group at that time that we look at a further 5% in 
the 1991-92 fiscal year, that is, over and above the regular 
1 January rate increases, a 5% rate increase and 5% shelter 
subsidy over and above that. I thought we would just in- 
form you of that to be consistent with the other group. 

Are there other questions about some of the recom- 
mendations we have made? 


The Chair: Seeing none, I would like to thank you for 
your presentation and your brief. 


PROVINCIAL COALITION 
ON SPECIAL SERVICES AT HOME 


The Chair: Our next presentation is the Provincial 
Coalition on Special Services at Home. 


Mr Cartan: My name is Doug Cartan. I am chairper- 
son of the Ontario Association for Community Living’s 
task force on special services at home. I am also a co- 
chairperson of the provincial coalition on this particular 
program funded by the Ministry of Community and Social 
Services. 

The coalition is made up of virtually all major disabil- 
ity organizations in the province. I want to introduce to 
you again today Christopher “Kit” Watts, from the Income 
Maintenance for the Handicapped Co-ordinating Group; 
and Bob Johnston, who is the chairperson for the Coalition 
for Family Support Services. 

I want to chair this section for our group and, first, say 
to you that we are putting a microscope on one of the 
flagship programs in Comsoc’s portfolio. In doing that, I 
want to stress the fact that the message we bring to you 
today is endorsed by virtually every major disability orga- 
nization in the province. It is a very serious program. 

I would like to turn it over to Kit Watts for some intro- 
ductory remarks, and then to Bob Johnston. 


Mr Watts: My task is to refer you to pages | and 2 of 
the brief, which basically gives the background of the 
SSAH, special services at home program. The program 
was initiated by MCSS in 1982-83 to respond to families 
whose children had a developmental disability and were 
under the age of 19. Families were able to apply to the 
ministry directly for an amount of money that would help 
them provide individually tailored services to meet their 
child’s needs. 

There are three main characteristics of this program 
which made it a very beneficial program for families in 
these circumstances and, I would like to add, perhaps may 
act in future years as a prototype for the government to 
more seriously consider a user control approach to funding. 

First, there was flexibility. The families were able to 
access the program not based on specific criteria which 
may have excluded them; rather, the criteria were tailored 
to meet the individual family’s needs, keeping in mind that 
individuals with disabilities living at home with their fami- 
lies have a wide variety of needs and therefore quite indi- 
vidualized requirements. 

Also, the program provided portability, in that rather 
than the person having to live in a certain location to access 
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the program, the program could follow him wherever he 
was in the province. 

The families had choice and control over the services 
they were requesting and receiving and they also had the 
control or the option of controlling the funds provided to 
them directly. 

SSAH is also supported by users because it enhances 
the security of the whole family. It allows the child or 
children in question to remain at home, avoids institution- 
alization and provides a normal access to their community. 

But by 1988, there were about 6,000 children making 
use of special services at home, for a total of $14 million 
in support. There started to be problems associated with 
the inadequate funding of the program. As is the case with 
many programs we introduce, we just have no idea how 
the demand will increase. Sure enough, this is what hap- 
pened. It became much more popular than anyone had 
anticipated, and as a result there has been a shortfall of 
funds over the past several years. 

In September 1990, just prior to that, the previous min- 
ister, Charles Beer, announced an expansion of the pro- 
gram to include two other quite large target groups, 
children who have physical disabilities and adults who 
have developmental disability. To offset the increased 
costs that these many more thousands of potential users 
would need, he allocated an additional $10 million, as was 
mentioned by Vera Malec in the previous presentation, to 
be added on an annualized basis over the next three fiscal 
years. By fiscal 1992-93, there would therefore be approx- 
imately $24 million allocated to the program. 

I would like to turn it over to Bob. He will explain 
further what our expectations are, based on the inadequacy 
of the present funding. 


Mr Johnston: Thank you for allowing us to speak to 
you today. I would like, before I review the short portion I 
have, to emphasize that this is indeed a coalition of a vari- 
ety of organizations, which are listed on the final two 
pages of your document. The emphasis I would like to 
make is that we are coming together for one of the first 
times as a true provincial coalition, representing different 
segments of the society which is called “disabled.” That 
would be, in this case, developmental disabilities and 
physical disabilities. We have come together in the princi- 
ple of supporting one another rather than attempting to 
grab what we can for our segment, so all through this 
whole process we have emphasized with the ministry peo- 
ple we have worked with, and we do so today emphasize, 
that we want this program to work for all of us and not for 
some of us. 

As it says here, special services at home is a flagship 
program in the ministry’s plan for family support and the 
effort to curtail institutionalization. Indeed, this program is 
in many ways a response to the philosophy of 
deinstitutionalization. 

Prior to the announced expansion and extension effec- 
tive September 1990, the program, as has been said, was 
seriously compromised as a result of the demand for funds 
outstripping the availability. The problems were evidenced 
by things such as: parents in some regions of this province 
experiencing direct cutbacks to their SSAH agreement; 
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: 
families being asked to cost-share in some areas. Als 
funding for some uses of the program, for example, pare 
relief, is being either cut off or restricted if there is a bas 
funded agency in the community. Families who do not u 
all of their approved hours of support in one contre 
period are experiencing a reduction in approval during t 
next contract period, which may imply to you some usa 
in a period when it may not be necessary to the fami 
through fear of losing it in the future when it is necessai 
Waiting lists are being established in several areas of t 
province and new applications are not being considere 
Equipment for children and transportation costs for work 
funded under SSAH would no longer be funded. 


1550 

In addition, the recently announced expansion and e 
tension would allow access to the program by an ad¢ 
tional 12,000 families in those two new groups we ha’ 
mentioned over and above the 6,000 served prior to Se 
tember 1990, while adding just $10 million in new a 
nualized dollars to the current $14 million. TI 
$10-million increase will not be fully realized until fisc 
1992-93. I do not think it takes much in the way of math 
matical thought to realize that if we go from 6,000 to 
potential 18,000 people and we do not even double t 
money, something is going to break down. Pressures a 
being compounded as a result. 

The current situation is that applicants for assistance | 
the newly eligible groups are being turned down, in parti 
ular the newly eligible groups, including, for examp 
adults with a developmental disability. In the case of fan 
lies where the parents may be in their 60s or 70s and t 
child, who is indeed an adult, is in his or her 40s, applic 
tions are not being accepted in many cases for this new 
eligible group or supposedly newly eligible group. 

Workers funded under the SSAH program are the lot 
est-paid human service workers in this province, laggit 
60% behind institutional workers. The emphasis may | 
on deinstitutionalization, but there is no recognition of th 
in the compensation for the workers in that area. 

Family contracts are not approved for more than 
months at a time, resulting in great insecurity for the 
families as they approach the end of their contract, just 
each of us would be very concerned if election day we 
rolling around or if we were under a contract at work ai 
did not know until the last few days or indeed until aft 
the expiration date whether we were going to be renewe 
It causes insecurity. 

Recommendations: 

1. Commit the entire $10 million that had previously be 
allocated to take effect by fiscal 1992-1993, and move it ir 
1991-92 to deal with the current program pressures. 

2. Commit to SSAH as a primary home support optic 
for families rather than as a program of last resort, as 
seems to be implemented in this province now. It really 
a program of last resort. 

3. Commit an additional $30 million annualized, whi 
would then total $54 million annualized, by fiscal 1993- 
to support the new and existing groups of eligible indivi 
uals and families. 

Perhaps we should ask if there are some questions. 





Mr Phillips: I just want to get it straight. You are 
ny groups. I guess each group might come with another 
ue, but this is one that transcends all. 

Mr Johnston: Across the board. 

Mr Phillips: I do agree with the point you made ear- 
r that that concept is important, of essentially the con- 
mer or whatever you want to call them, the individuals, 
ving control over their services as opposed to what often 
ppens with government, which goes the other way. You 
ake a good point, because many of our community-based 
rvices could think about that model for home care and 
ngs like that. 

_ What do you feel the ultimate demand for the service 
Il be? Is that approximately $50 million in today’s dol- 
's on an annualized basis where you think the total de- 
d will be? 

Mr Watts: Back in the spring, Richard Allen, who 
is then the opposition critic for the Ministry of Commu- 
ry and Social Services and, of course, is now the Minis- 
"of Colleges and Universities and Skills Development, 
that time mentioned in a press conference organized on 
half of this program that, based on the existing figures, 

1990-91 dollars, if all the potential users of the program 
are to approach the ministry for funding the need would 
‘in the area of $120 million to $130 million. The pro- 
am was introduced almost 10 years ago, and of course 

applauded at that time for its many forward-looking 
tures, but we are lagging behind badly now. That is 
isically what the demands would be. 

It would be very interesting, for example, to see what 

uld happen if all of a sudden that money were freed up. 
lat would help us a great deal with our social research, to 
e€ just who does come forward, and also compare that to 
e enormous number of dollars spent institutionalizing 
sung people, developmentally handicapped adults and so 
i, who could viably be remaining at home with their 
ilies. 
| Mr Phillips: Give me the number; it would be help- 
1. I think you make a good point about the difference in 
ist if you were institutionalized. How much per individ- 
il, roughly, does this program cost per year? 

Mr Cartan: Right now, with about 6,000 families ac- 
‘ssing $14 million, you are in the $2,500 range. A group 
me bed in my community is $150 a day. 

I also want to add to what Kit said. The Easter Seal 
neiety has given us some pretty clear statistics about the 
imber of physically handicapped children it can pinpoint 
zht now. That is an additional 6,000 children it figures 
jill have access. For the adults with developmental handi- 
ps, there is no clear research done on that but looking at 
formation from StatsCan and cross-referencing that with 
e health and activity limitation study, we have the most 
mservative estimate of another 6,000 families who have 
)ns and daughters who are adults with developmental 
\ndicaps living at home. So this is a conservative esti- 
jate for this program. 

Mr Phillips: About $2,500 per individual, is that 
ight, per year? 
| Mr Cartan: Per family. 


| 
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The Chair: Seeing no further questions, I would like 
to thank you for your presentation. 


ONTARIO FEDERATION OF STUDENTS 
The Chair: The next presentation is the Ontario Fed- 
eration of Students; Tim Jackson, chairperson, Greg Elmer, 
communications director. 


Mr Jackson: Our apologies for not having the brief in 
advance. We received short notice of the notice to present 
and were away last week. La Fédération des étudiant(e)s 
de l|’Ontario représente environ 240 000 étudiants et 
étudiantes dans la province. 

I would like to go through the brief very quickly and 
just highlight and expand on some of the areas that are 
mentioned. About three years ago the federation unveiled a 
document called Cut to the Bone, which outlined under- 
funding problems that existed in the post-secondary sys- 
tem in Ontario. The report got a fair bit of attention but 
very little action from the government. The report talked 
about deteriorating laboratory equipment, increased class- 
room sizes, increases in the hiring of part-time instructors 
as opposed to full-time professors. 

The federation has always believed in a high-quality, 
fully accessible post-secondary system. We reaffirm our 
commitment to work towards a strong, truly publicly 
funded education system, something which the govern- 
ment outlined in its throne speech when it talked about 
strong, publicly funded institutions. 

Over the past few years the situation has gotten worse 
and worse. The previous government introduced programs 
such as the employer health tax and pay equity legislation, 
legislation which in and of itself may be very good, but 
provided no additional funding to universities and colleges 
to make up the increased expenditures. Universities and 
colleges in the province, their revenues are fully controlled by 
the government, both through operating grants and tuition 
fees. Therefore, there was no way for the institutions to 
increase the costs. 
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The previous government also had a habit of introduc- 
ing what it would call accessibility funding. It would tell 
the universities and colleges that they could take in X 
number of new students. The universities and colleges 
would receive funding for those students in the first year. 
Unfortunately, the universities have to take those students 
through years two, three and four and subsequent funding 
for those years was not forthcoming. Therefore, we are in a 
situation right now where operating grants per student over 
the past 10 years have decreased significantly. In real 
terms the operating grants per student at universities in this 
province are almost $2,000 less than they were in 1978, 
which means the universities, as we said earlier, obviously 
have had to increase class sizes and increase the number of 
professors that are not on tenure, ie, part-time lecturers. In 
fact, it leads to a lower-quality education. 

We do recognize that part of the blame for this rests 
with the federal government through its cuts in transfer 
payments, but we also believe that the province has to 
recognize that what Michael Wilson and Brian Mulroney 
are doing is very simply transferring the tax burden to the 
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provinces. Transfer payments have gone down and will 
probably continue to go down and therefore the province is 
going to have to pick up its slack. 

The way the provincial tax system works in this prov- 
ince, like most except for Quebec, is that the provincial 
rate is simply a factor of the federal rate. So, through Mr 
Wilson’s tax reform, as the federal tax system got more 
and more regressive, de facto the Ontario tax system has 
become more and more regressive. We think that when the 
Fair Tax Commission starts to meet that is something that 
it is going to have to address to make the tax system in the 
province more equitable. 

As an immediate commitment, the federation, along 
with the faculty, staff, alumni and administrations of uni- 
versities, has asked the Treasurer to commit to contributing 
$125 million per year for two years. That would take On- 
tario to the midpoint in the country in terms of per-student 
funding. Ontario currently ranks nine out of 10 provinces 
in per-student funding. We believe that that midpoint by 
midterm is something this government should commit it- 
self to, simply as a very short-term solution to try to stop 
the crisis that currently exists. 

The Ontario Confederation of University Faculty Asso- 
ciations, when it presents, will speak a great deal about the 
professors who are increasing in the province. We share its 
concerns and support its position that there needs to be an 
additional 1,500 tenure track positions created in the prov- 
ince. 

We would also emphasize, though, that this is a perfect 
opportunity for the government to introduce some sort of 
employment equity program. At the same time as increasing 
those positions, we would support some sort of affirmative 
action to increase the number of women who teach in 
faculties such as science and engineering and increase the 
numbers of visible minorities and other underrepresented 
groups. So in fact, the government could attack two prob- 
lems at the same time. 

We could not come today and not talk about user fees 
for post-secondary education. Over the past 10 years there 
has been a significant shift in the burden that students have 
borne. What were traditionally funded services out of a 
university’s operating grant, such as student space, have 
now been shifted to ancillary fees, where students are now 
having to pay for the construction of study space, of recre- 
ational space and are paying other fees that previously had 
been covered by operating grants. 

The student assistance plan in the province is woefully 
inadequate. That has been acknowledged by government, 
staff, students, faculty and alumni. Everyone agrees that 
the system is inadequate. As provincial revenues have 
gone up, the amount of money that has gone into student 
assistance has not gone up by the same proportion. What 
we would like to see is some sort of commitment from the 
government to let us know whether it is willing to revamp 
the entire student aid system or simply willing to tinker 
with the system that currently exists. 

If tinkering is the way that the government wishes to 
go, simple things such as the living allowance that students 
are expected to live on under the student assistance plan 
have failed to keep pace with inflation. The living allowance 
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currently sits at $121 a week. We estimate that the act! 
cost to the student living away from home is closer to $2 
a week. If the living allowance had at least kept pace w 
inflation, it would sit at $175 a week. So it has not e 

kept up with inflation. | 

Several years ago, we asked the then Minister of C 
leges and Universities if she would be willing to try to li 
on the living allowance for one month during the summ 
and she said she would not. We quite frankly believe ; 
is because she believed that you simply could not. \ 
would challenge anyone to live on $121 a week, especia 
in a place like downtown Toronto. That living allowar 
covers everything from transportation to meals, to rent, 
electricity, to transportation. | 

Compensation must also be made for the 7% goc 
and services tax which now applies to textbooks. | 

Income-contingent repayment plans have been st 
gested by people recently as a method of paying ba 
student loans. We do not question for one minute that. 
income-contingent repayment plan would be better th 
the current Canada student loans program. 

The problem is that anyone who proposes the cont 
gent repayment plan does so at the same time as proposi 
significant increases in tuition. For that reason, we rej 
the plan. 

In dealing with the Canada student and the Onta 
student loan program, would suggest that the governme 
should look seriously at running the loans itself. Curren 
the loans are run through chartered banks in the provin 
The loans are 100% guaranteed by the province and by t 
federal government with a Canada student loan. It is ve 
easy money and simple money for the banks. There 





‘absolutely no risk and we would suggest that it would 


better administered through the provincial government. 

Who pays the price for post-secondary education? T 
OFS has always advocated a system without user fe 
However, we have also advocated the position that ' 
must repay society. 

For the policy manual, we stand opposed to increas 
in tuition fees for education and we call for the progressi 
abolition of fees. We do recognize the obligation of t 
individual to reimburse society for the benefits accord 
by higher education, and it is our belief that the most eq! 
table method of meeting such an obligation would be 
reformed system of taxation which would be borne by 
student only after graduation and hence not pose an econon 
barrier to prospective low- and middle-income students. 

What we are saying is, eliminate the tuition fees, free 
them in the short term, eliminate them in the long ter 
However, the question always comes up, ““Well, whe 
should the money come from?” The money should cor 
from us, as students, and the money should come from 
after graduation through a progressive income tax systen 

We also believe that corporations are a beneficiary 
the post-secondary system. If undergraduate teaching we 
to cease tomorrow, research and development would st 
have to continue and the costs would be borne by eith 
corporations or by the government, and therefore we | 
feel that through the corporate tax system there should 
revenues raised towards post-secondary education also. 
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In conclusion, I guess the government is going to have 
make a decision and that is that we are at a crisis point 
‘ht now where universities are going to simply have to 
juce the number of students they take in to provide any 
rt of quality education. This government is going to have 
decide, does it want an education system that few can 
t into because there is not enough money, which means 
course not only that students do not get an education but 
it jobs are lost through faculty and staff, or is the gov- 
ament willing to commit proper funding and full funding 
‘the post-secondary system, which we believe in the 
ort run would in fact cost them less money? 

We believe that government was elected with a man- 
te and that mandate was not to pick and choose between 
tions that have been presented to it since the election; 
2 government was elected with a mandate to provide 
‘ong, publicly funded institutions. If we go back to the 
otball analogy that the member for Brantford used at a 
ly we had, the Conservatives had the ball and they fum- 
2d it. The Liberals had the ball and they fumbled it. Now 
> have the ball and we are going to take it for a touch- 
wn. 

10 

The initial indications of the operating grant increase 
at will come next week are that in fact the NDP will not 
: taking it for a touchdown but will probably be tackled 
hind the line of scrimmage, and therefore we believe 
at it is imperative when the budget comes out that the 
P make up not only the lost yardage but that it does in 
ct take it for the first down and then a touchdown, be- 
use it is not going to happen next week. I think, as 
mmittee members you are going to have to do some- 
ing when the budget comes out. 

























_Mr Sutherland: It is a pleasure to see you here. I 
ant to ask you a very frank question. I have been receiv- 
g the paper from Western, both the administration paper 
id the student newspaper, and am quite alarmed at some 
‘the things I have certainly been seeing. The decline is 
ving down there quickly. I know that Western tradition- 
ly is a better-off university than many of the other ones, 
id colleges, in the province. 

My questiog to you is, realizing that we are in an im- 
iediate crisis, if you had to choose between one or two 
ings, either zero tuition or making sure there is more 
‘oney in the system overall, which one would you choose 
3ht now? 








_ Mr Jackson: I guess when I ran for this office, Kim- 
@ got to grill me and it still continues. 

We have always said that zero tuition is a goal of ours. 
e do not believe it can be obtained in the short term. Our 
jort-term solution would be an immediate freeze in tu- 
on fees and then some sort of plan. We have indicated 
i commitment to work with the minister and with the 
her groups to come up with a long-term plan to eliminate 
ition fees. 

We believe that in the very short term this government 
n amend the Ontario income tax system to make it more 
ogressive than it is now, again coming back to the fact 
lat it has become de facto more regressive as the Tories in 
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Ottawa have made theirs more regressive. With very little 
effect on the budget, you can freeze fees for this year and 
over the course of the next 12 months, We think we can 
come with a plan to eliminate fees and replace those reve- 
nues through both the personal and corporate income tax 
system. 


Mr Sutherland: Could you just inform the committee 
as to what the percentage of university funding is now? 
Not percentage but the overall dollars of university fund- 
ing now by tuition fees? 

Mr Jackson: Tuition fees cover about $440 million. 


Mr Sutherland: Okay. The expectation would be, 
then—freeze them; all right. 


Mr Phillips: I am looking for the touchdown, as I said 
to the previous group. I guess I am sensitive to these things 
because we were doing what we thought was best. I look 
back over the past five years and certainly operating grants 
and the capital grants for colleges and universities went up 
well in excess of inflation. Now, you have another govern- 
ment and it promised a touchdown. I guess all you can 
expect from us as opposition is to kind of cheer you on as 
you expect to get a touchdown. You are right that next 
week, if the grants do come out, it will be the first test of 
where on the field the left end is. 


Mr Jackson: The biggest problem we had with the 
previous government was that an announcement would 
come out, grants have gone up by 7% one year, 8% the 
next year, which sounds wonderful, except that the govern- 
ment has said— 


Mr Phillips: Nine per cent last year. 
Mr Jackson: Eight and the additional at budget time. 


Mr Elmer: It was more like 2%. That is why Kimble 
brought up a very good point at Western. They cut back in 
their budget by 2% across the board. 

Mr Jackson: The problem is, that is fine to increase 
them by, whether we take 8% or 9%, but when the govern- 
ment has also said, ““We want you to take in X number of 
new students on a per-student basis,” last year’s grants, 
when you took off that enrolment bulge, the employer 
health tax and the pay equity the actual increase was 2.5%, 
which was less than the rate of inflation. 

I think that is the past and what has happened has 
happened. What we would like is a commitment from the 
new government, if it is going to increase spaces, that it 
fully fund those spaces through all four years. We will be 
working with you to make sure that happens. 

Mr Phillips: I know those guys. 

Mr Jackson: I will be working with you to make sure 
they do it. 

Mr Sutherland: I wanted to ask about another spe- 
cific area of OSAP. I have had several calls lately from my 
constituents concerned about how OSAP is working for 
part-time, and more specifically, mature students. I was 
wondering if OFS has done any research on that or devel- 
oped any policy on what specific reforms should be occur- 
ring on OSAP for mature students. I am sure, as the 
gentleman who is going to be speaking after you will prob- 
ably address, many of them are low-income people. 
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Mr Jackson: We have done some very specific work 
on that and have met with ministry officials over the past 
few months. It is primarily a question of access to OSAP, 
that is the biggest thing, for part-time and mature students. 
We can continue to make suggestions that tinker with the 
current student assistance plan, but the general feeling by 
everyone, including I think the minister and the deputy 
minister—I guess the deputy minister until yesterday—is 
that the whole plan needs a revamp. We need a commit- 
ment from the government to undertake a comprehensive 
study of OSAP, with a commitment to revamp it at the end 
of it. We will continue to tinker away with it and we will 
be meeting with the director of OSAP to discuss the spe- 
cific ideas we have for mature and part-time students. We 
would much rather revamp the whole system and start 
from scratch, but if it is the will of the government to keep 
tinkering with it, we will. 

Mrs Sullivan: I am interested in the portion of your 
brief in particular which relates to faculty on campus. I 
note that you are supporting OCUPA’s position on the cre- 
ation of 1,500 new tenure track positions. A short time ago, 
I cannot remember whether it was in the 1986 or 1987 
budget, there were additional moneys provided to the uni- 
versities for faculty renewal. Indeed, they were welcomed 
by the universities. Perhaps everything could not be done 
at once, but there was an attempt made. Around that time 
as well, and perhaps a little bit before that, there was some 
consideration among the universities themselves that a 
more appropriate way of renewing faculty was indeed not 
the tenure route, that the tenure route was in fact discour- 
aging faculty renewal, and that the new, eager, creative 
people were being cut out of the process through that 
route. I wonder how you have come to the conclusion that 
that is the best way to go in terms of faculty renewal, 
which is clearly a goal we all share. Why have you reached 
that conclusion? 


Mr Jackson: I think the biggest problem with non- 
tenure track positions is access to the instructor. What is 
happening right now is that as universities are forced to cut 
back, they hire part-time lecturers. In faculties like ac- 
counting or similar programs, they hire actual practitioners 
from the local region. The problem with that is that stu- 
dents have very little access to those people outside class- 
room time. A part-time lecturer will come on the campus, 
give his or her lecture and then leave campus. 

I suppose at the same time there is the problem that if 
you do not have tenure track positions and you do not have 
full-time faculty, what is happening with the research? The 
logical conclusion is that research is either not being done 
or is being done by corporations. The problem again, when 
we come into this whole notion of corporate research, is 
that it eliminates this whole notion of academic freedom, 
because the funds have come in from a company that 
wants research one way or another. Eventually there is 
going to be a void of research that does not meet the 
objectives of IBM and the corporations that can afford to 
pay for it. 
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So I guess it is twofold, but the more important spe 
ically for us is the lack of access to the instructor whe 
or she is not in a full-time tenure track position. 


Mrs Sullivan: I think it is interesting that it is a ma 
of access. You feel that students need more time and 
there is not possibly space for them to be housed on ce 
pus and that the income they are making does not al 
them to spend more time there. 


Mr Jackson: And if I can add to that, it is o 
pounded. As the classroom sizes get bigger, you have | 
direct contact in a classroom with an instructor and tl 
you get less direct contact outside the classroom. 
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Mrs Sullivan: Do you see any other alternative tot 
ure to meet the same goals? These are budget issues, v 
much budget issues. | 


Mr Jackson: I think whether it is tenure or not tem 
our point simply has to be that there needs to be funding 
allow the university to hire someone who can be on cam 
full-time, as his or her full-time employment. The quest 
of tenure in terms of job security, which is generally 
problem with tenure, is another question. As an immedi 
direct answer, we do not care if people are tenured or 
as long as they are on campus constantly and that is tl 
job. But when their job is elsewhere and they come on 
campus for three hours, that is where the problem is. 


Mrs Sullivan: So then you are not fully in support 
OCUFA’s position? 

Mr Jackson: Oh, yes, we are. We fully support 
position, but if you are telling us we are either going to 





‘nothing or we are going to get full-time lecturers, we \ 


take the full-time lecturers. 


Mr Elmer: Essentially, it is a question of quality 
education as well. Tim mentioned one point, and tha 
access to professors, but it is not just that. People v 
have the experience are usually the people who get tent 
I do not necessarily agree with your presumption that 
these get-up-and-go type, aggressive people are not gett 
those jobs. I disagree with you on that point. 

Mrs Sullivan: That was something that came out 
the university community three or four years ago. 


Mr Elmer: Yes. 


Mrs Sullivan: It led to the grants for faculty renev 
and that is why I am pursuing it. 


Mr Elmer: Just to reiterate my point, it is a quality 
education issue, and that is why we do agree on a lot 
points that faculty bring up, and obviously vice versa, 
well as staff associations. And you are right, it is a bud 
issue. 


Mr Kwinter: Just to pursue this whole topic of t 
ure, it is a subject that I am very familiar with. I waged t 
battle with OCUFA many years ago while I was the vi 
president of the Ontario College of Art. OCUFA’s mé 
rationalization and defence of tenure is to give fact 
members academic freedom to disagree with the admit 
tration, to disagree with society per se. We have a situatiot 
Western where we have a professor expounding a partict 
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Pay on genetic relationships to achievement and things 
that kind and tenure protects him. 

I think there are other mechanisms for protecting peo- 
» in today’s society. At one time, tenure did serve that 
rpose. Right now—and when I say this, it is certainly 
t a universally held opinion—tenure really equates to 
) security. OCUFA is a union. They demand tenure be- 
use it gives their members job security. It gives them job 
curity where most other people do not have job security. 
zain, this is a personally held view. 

I do not want to generalize, because there are first-class 
ofessors who are tenured. There are also less-than-first- 
iss professors who are tenured, but they have that pro- 
stion, and it absolutely has an impact on the budget. You 
ve this complement of professors at post-secondary in- 
who are there. Again, with all due respect, it is 
ea civil servant. There is nothing more permanent than 
art-time government employee. What happens is that it 
es impact on the whole academic-financial relationship. 
I would be curious to hear the arguments as to why 
qure is that important when you can resolve a lot of your 
blems by having people whose sort of key to perma- 
mt employment is competence. If they are competent, 
2y will employed. If they are not competent, just like in 
other field of endeavour, they will not be employed. 








hy should these people, given the impact it has on a very 
rious segment of our economy, the teaching of our youth 
d our adults and everything else, not be the best that are 
ailable? 

Again, I want to be very clear that I am not painting 
ith a universal brush. Most faculty members at universi- 
‘Ss are very competent and very able, but I think any 
yjective observer would agree that there are lots who are 
it, and those who are not are preventing others who could 
capable from getting into the institution because of the 
ure track. I would like to hear some of your comments 
that. 


Mr Elmer: I think your point is valid, but I think you 
uld also make the same point for the students that are in 
2 system who do not deserve to be there or who do not 
ork hard enough or what have you. There are also people 
10 are represented by associations or trade unions that 
ju could make that same point for argument. In fact, I am 
Tprised that you bring up this point because I do not 
ink that is in fact the debate which is currently going on 
ithe post-secondary education community and, by exten- 
on, I would say the public as well. I think the debate 
ise days is around democracy and decision-making in 
liversity and college institutions. 
| To bring it back to your point, I think that the way in 
lich we can have some input as students, as public, as 
hizens, as taxpayers, is to revamp the university and col- 
ze system whereby more people have a say in things 
ich as tenure and things such as registration priorities, 
SAP, appeals, all those different things which take place 
ithe university and college level through the committees. 
I would have to say that, coming back to the point I 
id before, we stand quite united with the faculty on this. 
lis is an issue which is brought up again and again, and it is 
| issue that we discuss among ourselves in the university 
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and college community. I think we have made a real effort 
in the past six months as faculty, staff, students and admin- 
istrators to provide more of a common front. In the past we 
have tended to sit back and say, “Yes, I think that Mr 
Kwinter has some points,” and we tend to attack each 
other on that. That is not the case any more. I can honestly 
say to you that is not the case, and I do not think it is the 
case that this is really an issue. 


Mr Jackson: The biggest problem that we have had 
with tenure over the past few years has been this notion 
that we have argued that there have been some professors 
perhaps whose teaching abilities have not been measured 
the same as their research abilities. 

No administrators under financial constraints are going 
to grant tenure to someone that they think is not going to 
give them some sort of resources. It just does not make 
sense, and I put confidence in the administrators of our 
universities that they would not do that. But because of 
underfunding, universities are having to look at some pro- 
fessors or potential professors based on their research 
value. How much can they bring in in research grants and 
what not? The teaching aspect of it is ignored. 

We have absolutely no problems with the concept of 
tenure. Perhaps problems that exist today with tenure are, 
we believe, a symptom of underfunding, because if it was 
not for the underfunding problem, then we would be able 
to put a higher ranking on teaching when tenure decisions 
are being made. Why would a university administration— 
and I have sat on boards of governors of universities that 
have granted tenure—commit funds to someone who is 
not going to be a resource either from teaching or from 
bringing in research dollars? It does not make sense. 


Mr Kwinter: If I can just comment, I think that in 
these times of constraint, I would agree with you. What I 
am saying is that the establishment is already in place. If 
there was an opportunity for renewal, if there was an op- 
portunity to ask why we would have these people who 
were tenured 20 years ago, 25 years ago, who are not in a 
position to do any of the things that we use as our criteria 
today to tenure professors, why they are still in the system, 
the argument is: “Well, it is job security. These people 
have paid their dues and, as a result, they are entitled to it.” 

I am suggesting that is one of the problems. I am not in 
any way suggesting it is the major problem. The only reason 
I even entered into this discussion is that my colleague 
happened to bring it up, and I can tell you that— 

The Chair: It is your fault. 

Mr Kwinter: —I have lived, I have had some histori- 
cal input into what has happened and much of what has 
gone on with the changes in the governance of universities. 

The present president of the University of Waterloo, 
Doug Wright, was a one-man commission that looked into 
the administration of the Ontario College of Art and came 
up with the first unicameral system. It was absolutely the 
model that was then subsequently applied to universities 
across this province and across this country. As I say, I am 
not in any way saying that this is the major problem that is 
there, but it is a problem and it is an ongoing problem. 
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Mr Jackson: Yes, Doug Wright, who gave a work- 
shop at a board of governors’ meeting that I attended at the 
University of Waterloo where I sat on the board, talked 
about tenure and totally supported the notion of tenure. I 
would be very interested, if we asked him the same ques- 
tions, in what his comment would be about that. Perhaps 
that is something we should do. 


Mr Elmer: [| think it is a valid comment. Now is the 
time tor renewal. That is why we are bringing up these 
points. There is also the point of manager retirement that 
was upheld. You cannot take these things out of context. I 
think there are other factors which need to be looked at as 
well and that is one of them. But in terms of renewal, we 
are placing that, as I said to you before, in the context of 
the actual discussions which will be going on in the com- 
ing months and years over university governance, and we 
have a lot to say about that. 


Mrs MacKinnon: I wish to commend you for your 
presentation. It is at times like this when I know my elo- 
quence fails me. I never was very eloquent anyway, but 
forgive me if my question is very short and to the point. 
When one of my daughters was in university—I men- 
tioned about the tuition fee and I hear you talking about 
zero tuition. That frightens me and I will tell you why. 
When I was discussing my daughter’s tuition, there was a 
person in my home who said, “Her tuition won’t even put 
the bricks around the door.” I realize that this particular 
daughter I am speaking of, it was a few years ago, but I am 
wondering, if we have zero tuition, who is going to put the 
bricks around the door. Us, the government, is that what 
you are expecting? 

Mr Jackson: No, I think us as graduates of the uni- 
versity and college system primarily, and that is what we 
have always said is our policy. 


Mrs Sullivan: Through the taxes. 


Mr Jackson: Through the tax system, through a pro- 
gressive tax system, and without patting ourselves on the 
back, I think there is something to be said when I come 
here as someone who hopefully will graduate shortly from 
an accounting program and hopefully will make a decent 
income and say to you, “Tax me for the post-secondary 
education that I have had.” Our goal is to eliminate the 
financial barriers to post-secondary education, make sure 
that no one is denied access on financial grounds and re- 
coup that through both the personal and corporate income 
tax systems. 


Mrs MacKinnon: Thanks very much. As I said, I 
wish I was as eloquent as you. 


The Chair: I would like to thank you for coming. I do 
have one short question and it does revolve around the 
replacement of faculty. If we have 50% of the faculty gone 
by the year 2006, are we at this time training enough fac- 
ulty to replace them from this country or are we going to 
be back into the 1960s dilemma of having to import pro- 
fessors from other jurisdictions? 


Mr Elmer: Actually, that is the debate which is going 
on these days. I sat at a meeting a few months back where 
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you had people from the education community say 
“This is ridiculous,” pointing the finger at university 
ministrators and saying: “You are not letting enough 
ple into teacher education programs. In fact, you 
cutting back on the number of people who are being tay 
to be teachers.” | 
That is a big concern. I know that is a big concen 
the Teacher Education Council. They discussed tha 
some meetings they held about a month ago. It is a 
cern of our members as well, because what is happenin 
that as they are cutting back on the enrolment of the pec 
who are allowed into that program. You have to ge 
pluses, straight As basically, to get into those programs 
time when the demand is, you are absolutely right, increa: 
and increasing. 





Mr Jackson: But in terms of professors, it is over 
past few years that the number of graduate students in. 
province has gone up significantly; the number of gradi 
student scholarships has remained frozen. As to the qu 
tion of whether we can import them, the argument 
other way that is going on right now is, are we losing 
many to the United States because we cannot offer ci 
petitive salaries and, more important, can we offer com 
itive research facilities here in Canada? 

Again, it is a symptom of the underfunding probl 
but I think the point we want to emphasize is that if 
government undertakes some sort of faculty renewal | 
gram, it is the perfect time to implement as well some 
of employment equity program to increase the numbe 
female students in graduate programs in engineering 
science, and thus eventually increase the female profe: 
rial in those faculties. Where are we going to get tl 
from? That is a question that many would suggest right ne 


The Chair: Thank you for coming. 


ONTARIO COALITION AGAINST POVERTY 


The Chair: Our next presentation is from the Ont 
Coalition Against Poverty. This is John Clarke. If 
would begin, please. 


Mr Clarke: First of all, I would like to apologize 
the fact that my co-presenter is not here. I am particul 
chagrined that she is not here since I intended to do | 
more than introduce her. None the less, making the bes 
things, I perhaps would like to run over some of the po 
that we intended to make and which we outlined briefl 
the letter that we sent to your committee. 

We did want to begin by making the point that 
function as an antipoverty coalition is not in that sens 
function as a sophisticated think tank that can bring fir 
cial projections before a government for it to consider. 
role is more one of talking to the need that exists in 
community and outlining some measures that we tl 
will make a difference, measures that we think are mo 
but measures that are desperately called for. 

We met last week with the Premier and discussed s« 
of these questions, so I think they need to be brought 
and we would like to acknowledge that we are not inse 
tive to the fact that Ontario at the moment faces some \ 
difficult times, that a recession is not just simply a hur 


sedy but has a direct bearing on the government and on 
question of revenues. 

‘We also would like to acknowledge that the govern- 
nt of Ontario faces a very difficult situation with regard 
federal initiatives that are, it would be a gross under- 
ement to say, less than helpful. We look at the impact 
3ill C-21, the unemployment insurance bill. We look at 
impact of the cap on the Canada assistance plan and we 
ognize that there is a real problem. 

‘However, we are very, very serious about holding the 
sent government to promises that it made during the 
ction campaign. We understand the problems, but 
akly we think the problem of a government with fiscal 
iblems is a relatively modest problem compared to the 
blems facing poor people in Ontario, the 100,000 people a 
a in this city alone who have to go to food banks. 

We would make:the comment that the argument that 
" is no room in the lifeboat is a lot more appealing to 










people who have seats than to the people who are 
yected to go down with the ship. Therefore, if we intro- 
se into the debate around the initiatives that the govern- 
nt should take the irrationality of the desperate, we 
nk that perhaps that is somewhat appropriate, that there 
in our opinion, a need to be straining every resource in 
ing to deal with the situation at the moment. 

We would like to make the point when we address 
jatives that are being taken around improving the wel- 
e system, etc, that those are indeed important initiatives, 
: as far as we are concerned, the question of income 
squacy is absolutely fundamental and is something that 
zoing to have to be addressed if welfare reform is going 
mean anything. In fact, welfare reform that is ap- 
yached in such a way as to exclude movement on benefit 
uctures, on the rates, threatens to be, in the final analy- 
, nothing more than a cosmetic diversion. The real issue 
are people going to be paid enough to live on? 
a our opinion, that means dismantling an edifice of 
tislative poverty that has been built up in this province 
er an extended period of time. That means we would 
ypose dealing with the minimum wage in a very, very 
jous fashion and in a very timely fashion. 
40 

We are aware of the fact that during the campaign the 
‘| for the raising of the minimum wage to 60% of the 
erage industrial wage was advanced. We also acknowl- 
ge that that was not promised in one go. But we would 
ze the government to move rapidly in that direction to 
nsider returning the minimum wage to its 1975 spending 
rel, which would mean about $6.50, we would under- 
ind today, as an important first step, and to move rapidly 
th a clearly mapped out timetable to raise the minimum 
ige to the level that was promised. It is certainly not a 
Ncely wage; it is certainly something that will make an 
jormous difference to hundreds of thousands of people in 
} province. 
Similarly, on the question of social assistance, we think 
Te are two key areas that have to be looked at in terms 
/Moving towards adequacy. 
One is with regard to the general welfare assistance 
stem. If a government is interested in moving in the 
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direction of welfare reform, it must be acknowledged that 
as long as you have municipalities picking up 20% of the 
costs out of an inadequate municipal tax base and as long 
as you face the situation where, going with that, you have 
an inordinate number of local discretionary powers in the 
hands of those municipalities, you are not going to achieve 
a process of welfare reform. Indeed, you are going to have 
initiatives taken that are going to be horrendous. 

We are aware of the fact that there is brewing a verita- 
ble municipal backlash. You have things like Kent county 
passing a resolution calling for the freezing of welfare 
rates throughout the life of the recession. You have Has- 
tings county wanting to go over the list of everybody who 
is on welfare at its council meetings every month. You 
even have the municipality of Ottawa-Carleton looking se- 
riously at social services cutbacks, social assistance spend- 
ing cutbacks. That is a very, very serious development, 
because Ottawa-Carleton traditionally has been viewed as 
one of the more liberal municipalities with regard to the 
implementation of the general welfare assistance program. 

We do make the point, and make the point forcefully, 
that particularly at this time of recession and pressure on 
the municipalities, there is a need to move rapidly to dis- 
mantle the two-tier welfare system, which is by no means 
something that exists in all provinces. 

We would also make the point that the antipoverty 
movement on the question of benefit rights has cam- 
paigned actively in the past around a call for an increase in 
the minimum wage by 25%. That is something that was 
supported by the present government when it was in oppo- 
sition. We would say that is a realistic figure, that is a 
figure that would make a significant difference, that would 
hold the line on the food banks, and is the kind of figure 
that we have to be talking about if we are talking about 
alleviating the suffering of people at this time, let alone 
reforming the welfare system. 

I would, just before I turn things over to Heather, like 
to make the point that our organization does indeed, as 
some are probably aware, have a history of mobilizing on 
poverty issues, raising the concerns forcefully. 

Perhaps I would like to direct my comments primarily 
to the members on the government side when I say that a 
great deal has been promised, a great deal is expected. The 
situation we are facing at the moment is indeed a very, 
very desperate one and I think Heather is going to speak to 
it in a moment. 

We would very much like to be an organization that 
found ourselves backing changes that were being intro- 
duced, rallying to support those changes, taking on the 
critics who oppose those changes, but in this present situa- 
tion we are facing something that is so desperate, some- 
thing that is so severe that we have no choice but to 
continue to press around those very basic and important 
demands that we have in the past. 

So perhaps, Heather, you would like to add some com- 
ments. 

Ms Pringle: I just wanted to speak to you today about 
a situation I found myself in for a while. I was not always 
on assistance, but it is also a situation that any person can 
find herself in who loses a job through circumstances 
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beyond her control. It is a very degrading situation, humili- 
ating, a thing to be avoided. The reason is that people treat 
you with such disgust because you find yourself in this 
position. 

There are things like food banks, which are Band-Aid 
situations. It is a very humiliating thing to go to a food 
bank. They want to know your name, your rank, your 
serial number. If you really and truly are on welfare or 
family benefits, you have to prove that. You have to tell 
them how many people are in your family. The thing that 
you get is very inadequate. Recently, and I think I under- 
stand some of it, you cannot go to more than one food 
bank per month, because now they have you computer- 
ized, which is really fun. If you run out of food and your 
children are hungry, you can only be serviced by one food 
bank. Then that goes back to the basics. 

I have two sons. I do not get an adequate amount to 
live on for the month. I am sorry, but I really do not. I have 
to scratch and really use my wits to get through the month 
and then I have to possibly use a food bank, or there is 
another scam going around. I get my cheque and there are 
Money Marts and places to cash my cheque ahead of time. 
So if I do not want to go through the indignity of going to 
the food bank with humility, I can get my cheque cashed, 
but it would take about $30 to $50 off my cheque which 
already the government has given me. 

I think some dignity, respect and a raise so that I can 
exist and have the same self-respect as any of you going to a 
grocery store, being able to budget without having to go to 
the food bank—I would like to see the food banks totally 
eradicated. The necessity is there for them right now. If 
you could see it clear to raise the assistance amount so that 
people can live—food goes up, telephones go up. I do not 
know, even Bell telephone thinks it is a privilege to have a 
phone when you are on assistance. With my children, I feel 
it is a necessity. 

Things that you people take for granted are things I 
have to struggle to obtain and struggle to keep, because the 
minute I am known to be on mother’s allowance or wel- 
fare or anything like that there are a lot of things that are in 
jeopardy for it. Things that you can get on credit I must 
have the cash for, and sometimes it takes me a long time to 
get that cash. Then I may not make it because something 
may come up through the month, like my children want to 
participate in something. 

I also want to speak to the education system in this 
province at the moment, or what I have experienced. My 
children go to school and because of the address they 
come from they are automatically seen as needing special 
education. The only thing they really need is the same 
amount of respect and consideration that your children 
would get in your school system. They do not need to be 
stigmatized or segregated or separated in any way. In any 
other class besides the poor class, a child is taken on his 
own merit and he rises or falls depending on his ability. 
When you see a child come from a poor section or from an 
address that you know is, say, Metro housing or Regent 
Park, you do not expect him to achieve, so you do not give 
him the opportunity, and unless he struggles really hard, he 
never gets the opportunity. I think that is wrong. 
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When I was growing up in Toronto and going to se 
here, we had the “brighter children,” the ‘‘average c 
and the “slow learner.” We all learned from each o 
because everybody has something to give to a cause, 
community, whatever. I want you also to realize the 
the children are quick learners. The way their a 
treated, the way they are treated, is going to have a 
found effect on their future, on our future as a count! 
think if a child grows up feeling cheated because of rill 
the way he was treated through the education system o1 
lack of dignity and respect he was given because of 
situation that his parent or parents found themselves 
that will come back on you some day. | 

I would like to see every child get the same adi 
tages, to the best of everybody’s ability, because to me 
children are precious. I know your children are preciou 
you. They are something that is going to build this cou 
and expand it. I want them to have the same opportuni 
which may not deal with the issue of, you are think 
now, “What has that got to do with raising my leve 
income?” It has a great deal to do with it, because w 
my child goes to school, I want him to look just as goo 
your child. I want him to hold his head up high. I do 
want him to be called a welfare case. I want him to 
self-respect. I want him to be treated the best as anyb 
can, as the next person. 

In school, it starts when he starts to go to junior kin 
garten. It is something I felt very strongly about. ] 
something I had to deal with with my older child. T 
sent him off to special education classes at the age of f 
Then they come back and they reintegrate them, but t 
are always kept at a basic level. Another child can go t 
average or the advanced. I do not think that is fair. I th 
if you are worried, maybe you feel that my child does 
have the same advantages as your child, and it is true 
he does not, but he certainly would like to have the s: 
warm feeling going to bed at night, because he is not I 
gry; he would like to be able to have the same advante 
of a warm coat, of things that are very basic things you 
not even think about because you are able to provide th 

I would also like to talk to you about the working p 
the person who suffers, as well as the welfare recipi 
The working poor man and his family struggle along 
the working poor man starts to sometimes in his frustra 
think, “Why shouldn’t I go on assistance?” He works 
he ends up in the same address as myself. His kids g 
school; he works. He sees nothing for his toil. He is he 
ily taxed. He cannot get himself ahead. His frustration 
his anger turn on, say, the person on assistance, becaust 
does not understand why that person is getting this anc 
is getting nothing. 

I had a conversation with a friend of mine. I said, “ 
I getting any more than you?” I am not. We sat down 
we worked it out and he was getting far more than I anc 
still could not survive. He had double the amount of 
come and could not survive, and he worked for it. I w 
for it too. I am what you call a domestic engineer. I th 
my job is worthy of what I receive. In fact, it is worth z 
more than I receive. 


| 
| 
| 
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I wanted to tell you about this. I wanted to tell you 
out the humiliation, which possibly you have never ex- 
rienced, and I hope and I pray that you never do. But I 
© want you to realize that with the recession there are 
ing to be thousands and thousands of people in this 
untry put in the same situation. But for the grace of God, 
u could say, there go I. It is not a life that you would 
int to choose. 

I hope that in your consideration and your deliberation 
u will consider the fact that I am really begging for the 
ople who can hardly make it. I do not know what else to 
y to you. It is an urgent situation; it is a dire situation; it 
a desperate situation. Every day there are more and more 
ople being placed in this position. I have been around. 
rough the Ontario career action program and different 
ngs that I belong to, I have been down here. I have 
ard your promises, and I really want to see what you are 
ing to do about what you said you would do, because I 
lieved in you. Thank you. 

| Mr Kwinter: I just want to thank you for the presen- 
‘ion. It was very moving, and I certainly understand your 
ight. Again, I have a concern that some solutions are 
mplistic. I want to address the minimum wage in particu- 
« There is no question that anybody earning minimum 
age is certainly earning a very paltry income. 

“The problem that we have, and we have been hearing 
is throughout the hearings, is the problem of our compet- 
veness. Capital is fluid; it goes where it thinks it can get 
‘best return. What happens is that when people are look- 
g to invest, and we are a heavily investment-dependent 
isdiction, they look at all of these components. They 
k at our taxation, they look at all of the things that go 
1, and minimum wage is one of them. 

| We have had a policy, which changed just last year, 
hereby we have always been in tandem with Quebec, 
‘cause we felt that the minimum wage in the United 
ates was far below ours but at least we should keep in 
dem with Quebec. This year we have deviated from 
at. Quebec maintained its minimum wage at $5; we went 
$5.40. I have no quarrel with that. 

_ The problem is that if we were to go to the goal of 60% 
] the average industrial wage, if you did it immediately, 
yu would be at $7.20, and even if you did it in five years’ 
ne, with inflation built in, you are looking at a pretty 
ibstantial number. But that is not all of the problem. The 
‘oblem you have is that those people who are at the mini- 
um-wage level—and as I say, my heart goes out to them, 
id I think they are entitled to more money—but there is a 
nt of a reaction effect. The other people, people who are 
dw earning $8 an hour for relatively menial tasks, their 
indset is that they are out earning X dollars above the 
inimum wage, and when they sort of evaluate their in- 
me and their job, they say: “My God. I won’t work for 
at; that is minimum wage. I am worth more than mini- 
um wage. I want—” whatever it is. 

As I say, I know from personal experience because my 
imily has a business and we hire a lot of unskilled people, 
id these are people who cannot even speak one word of 
aglish, but they know one thing when they walk in—$8 
the starting fee. That is what they want. 



































When the minimum wage goes up, it would be great if 
the only thing that was affected were those people at the 
minimum wage, but what happens is, everybody other than 
the highly skilled workers who have got union contracts 
that pay them in the $20 range, whatever it is, but that 
other sector, which is very significant, will immediately 
react and say, ““Well, if the minimum wage has gone to $6 
or $6.50 or $7.50, then certainly the differential between 
that wage and our wages diminished dramatically and we 
of course want to go to $9, $10 or whatever it is.” It has 
this escalating, ratcheting effect, which then impacts on 
our competitiveness. That is one of the problems. 

1700 

It would seem to me that what we have to do is address 
the problem of the people who are at that low end of the 
wage scale, but in such a way that it does not automatically 
ratchet the whole thing up, where what it does is raise the 
actual number but in the long term does not change any- 
thing, because all you are doing is playing with numbers 
but you are not playing with what happens. It just sends 
everything up a notch higher and you have the same rela- 
tionships. You have the people who are at the bottom still 
being deprived. 

That is a concern I have and I do not know the answer. 
I am just saying that I have wrestled with this for a long 
time and I believe that just changing that number is not 
necessarily the solution. If you could do it in isolation that 
would be great, but it cannot be done in isolation and it is 
going to have an impact all the way up the line. 

The other thing I want to talk about—again, I apolo- 
gize because I have not been able to keep abreast of every- 
thing that has been going on in the Legislature for the last 
six years—is that it seemed to me that we had discussed 
this problem you have about cashing welfare cheques. It 
may have been in private member’s hour or whatever. I 
thought we had addressed it in the sense that we had made 
it illegal for someone to charge a premium over and above 
what he normally charges for cashing any kind of cheque 
and that we were going to provide some sort of photo ID 
that would not be a credit card, per se, but would certainly 
be tied to the welfare cheque so that you could go into any 
financial institution. It would have your picture, your sig- 
nature and a correlation code, so that the cheque would go 
in and you would have no hassle as long as you could 
show the card to show that you were in fact the recipient 
of— 

Mrs Sullivan: At the bank? 


Ms Pringle: A welfare cheque is one of the hardest 
cheques to cash. The bank does not want to take it unless it 
is the exact date. But sometimes I run out of food before 
the exact date, so I have two choices: I can go to the food 
bank which gives me nothing, okay, or I can get my 
cheque cashed. In doing so, the amount of days ahead that 
I have to cash that cheque is the amount of money they 
take off that cheque, and it is a percentage. 


Mr Kwinter: Let me just tell you another problem, 
and this was certainly addressed at the federal level. People 
who filed their income tax were entitled to a refund and 
went out and discounted it before they got their refund 
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back. In other words, they would go to an institution that 
specialized in that and they said, “Bring us your income 
tax return and we will give you the money that you are 
going to get back from the government.” What they did 
not say is, “We will give it to you, but we will take a very 
healthy percentage of that for our efforts.” 

What had happened was that the federal government, I 
think, has stepped in to prevent that from happening, but 
there is also an educational problem and I do not know 
how you would do it. They found that there are people out 
there—it did not matter if it was two days away—who 
would still go out and discount those cheques because they 
want the money now and are not going to wait two days. 
That is a problem. It is a problem if you are really in dire 
straits. There is no question about that. 

To my mind, these are issues that can be addressed on 
the one side, the actual logistics of how you get the cheque 
cashed, how you do that. How you alleviate the despera- 
tion that sort of puts you in a position where you cannot 
wait that one day or that two days: I do not know how you 
can address that with that vehicle. Those are just the things 
I currently hear. 


Mr Clarke: Actually, just quickly on the question of 
the cashing of cheques, in fact I was part of a deputation 
that met with you a number of years ago and discussed the 
very point. There were a number of initiatives that needed 
to be taken, many of them federal, but one of the key ones 
that could be taken by the province is the question of the 
postdating of cheques. 

The problem you have is that assistance cheques are 
mailed out. They are dated for the first of the month and 
yet they usually arrive on the 27th or the 28th of the 
month. People then find themselves in a situation where 
they have a cheque they cannot cash, so they go to Money 
Mart or whatever, which takes its cut. Some municipali- 
ties, including I believe Metropolitan Toronto, have de- 
cided to date the cheques for the time when they actually 
arrive and they can thereby be cashed. That has substan- 
tially reduced the number of people having to go to Money 
Mart. I believe that in Hamilton-Wentworth they discov- 
ered about a 50% drop in their business. But some of the 
changes have to be tackled at the federal level through the 
Bank Act as well. 

On the question of the minimum wage,.we could, I 
suppose, wax philosophical. We are really into a situation 
where I suppose that what it comes down to for us is a 
basic bottom-line position that people have to be entitled 
to a living wage. To peg the minimum wage at a sub- 
poverty level is to us unconscionable. 

I think working people throughout history have come 
up against the competitiveness argument. It cuts both ways 
of course. You can say that the minimum wage should go 
down and then there would be more employment. It seems 
to us that Ontario, as a wealthy province, should be taking 
a lead on the question of the minimum wage and pushing 
it up. 

Frankly, this discussion on it between you and me is 
somewhat academic. What we are into is a situation where 
we are dealing with a concrete election promise. The govern- 
ment in power did subscribe to the view that the minimum 
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wage should be raised to that figure. So I think, frankly, | 


are addressing our comments primarily to that side ; 
saying that we would like to see very rapid movement. _ 
i 


Mr Kwinter: Good luck. 


Mr Phillips: You kind of said it, John, the last ti 
you and I had this debate in front of my campaign he 
quarters. I put forward the best argument I could of w 
we arrived at it. The rally was organized by the lab 
council and stuff. It was good publicity for the NDP, 
question of it, and the NDP won and we lost. You got 
promise. | 


I went through with you, John, as you remember, th 
had concerns about the number of jobs that might be I 
but we lost that argument. I went through on the so 
assistance side and said, “Listen, we’ve doubled the b 
get from $3 billion to $6 billion over five years.” The N 
has said that is not good enough. As you say, I think i 
academic. You are addressing your comments to the ri 
side and the best we lowly opposition can do is to h 
them accountable for it and see just what happens. 

It was an interesting debate on the front lawn, er 
tional and not particularly pleasant for me, because, @ 
say, there was lots of emotion involved in it. We w 
made to look like the bad guys. The best we can do 
you, John, is to say, “They won, we lost and we will wa 
them.” 





Mr Stockwell: Frankly, you are going to find a lot 
promises they made that they are going to have to fill. } 
are not the only one here who has come forward who 
reminded them they made promises. They have alread) 
fact broken some and there is going to be a string of the 


‘Tam quite sure. I am quite certain your promise is going 


be another one. So it is going to be an interesting f 


* years we have ahead of us. 


I would like to see how they defend themselves toc 
will be interesting hearing them tell you exactly what tl 
plan to do, considering that they were very clear-cut ¢ 
very understanding during the election as to what tl 
could do. It has changed and that is what happens wl 
there are elections and people get power. 


Mr Phillips: Don’t be cynical. 


Mr Stockwell: I am cynical, aren’t I? 


The question I have is on the cycle we are in now v 
respect to the process and the amount of money and so 
How long has it been now since you have been caught 
this cycle where you are spinning your wheels, basica 
and you have lost your job? 


Ms Pringle: Ten years. Ten years ago the situat 
was that my husband and I separated and I did not have 
skills to go back to work, but I also feel that my child 
were my priority. 

Mr Stockwell: I am not arguing that at all. I was | 
curious with respect to you having said you came into t 
problem because you lost your job through no fault of y 
own. 


Ms Pringle: No. I said people find themselves 
these situations through no fault of their own. I do 


at to perpetuate the cycle. I want my son to grow up and 
k for a job and have some self-esteem and self-respect. 
Mr Stockwell: I am not arguing that. That is not the 
sstion. I do not mean it to be the question. I do not want to 
taken incorrectly. I thought you said that this happened 
ough no fault of your own because you lost your job. 
‘Ms Pringle: My husband and my job; they both left. 
Mr B. Ward: She said through no fault of her own, 
she did not say she lost her job through no fault of her 
n. 
Mr Stockwell: I am sorry, I misinterpreted that. I see. 
‘now it has been 10 years that you have been caught in 
;, and I assume through your statement that at some 
ie during the process you moved into some form of 
‘tro housing. 

Ms Pringle: Yes, I did. I am very fortunate because I 
> in Metro housing and it is geared to income, but what 
cks me up is that it is also government-oriented, so as 
mas my minute increase comes, Metro housing grabs it. 

0 
Mr Stockwell: They grab 33% or whatever of that 
ute increase? 

Ms Pringle: That is right, so if my cheque goes up, 
‘Tent goes up. 

Mr Stockwell: I understand that too. Today, though, 
Gs see it, you are fortunate to be in Metro housing. 


Ms Pringle: I am. There are people out there who are 
ing to exist— 
Mr Stockwell: Who are not in Metro housing. 


Ms Pringle: —on these cheques who have to look for 
jular housing. They have my heartfelt sympathy, be- 
ise there is nothing out there. 

Mr Stockwell: Right. Now considering the fact that 
u are in Metro housing, which is, again, geared to in- 
me, I assume 33% or some type of figure like that of 
ur income is paid as rent and the rest is left for you to 
nd however you can spend it. 

_Ms Pringle: It sounds so easy. 

| Mr Stockwell: I am not pretending for a moment to 
ike it sound easy. I am just trying to get the rules down 
J those are in fact the rules, so you would be a more 
tunate individual than. the ones who do not get some 
m of assisted housing. 


_Ms Pringle: I am. However, I do not feel fortunate 
rause we live in a country that is rich in grain and rich in 
od. 

Mr Stockwell: “Fortunate” is maybe the wrong word. 
nll withdraw “fortunate.” 

Ms Pringle: I do not understand why I am in this 
sition when I am in one of the richest countries in the 
rid. 

Mr Stockwell: That may well be true and I can under- 
ind your feelings. 

The other question is, what about a job search? At this 
int in time you are staying at home to look after your 
\Idren. Again, it is admirable, and I am not suggesting it 
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should not be done that way, but my question stands, 
though. Is there any thought of maybe going out and look- 
ing for a job? 

Ms Pringle: I have taken part-time jobs, part-time be- 
cause On assistance you are not allowed to make anything. 

Mr Stockwell: No, I understand that, but I am thinking 
more of a full-time job that pays you more than assistance. 

Ms Pringle: If you do, they take your benefits away 
immediately and they do not allow you to get on your feet. 

Mr Stockwell: Again, I do not want to put words in 
your mouth, but I am trying to get the questions asked and 
Clarified. I am thinking more of a full-time job that would 
pay you more than assistance. 

Ms Pringle: I would love to find it, but I also need— 

Mr Stockwell: And you have not found it in 10 years? 

Ms Pringle: I have not found it. I find part-time jobs 
around Christmastime to help me get through Christmas. 

Mr Stockwell: Okay. The last question is if, for in- 
stance, a job were offered at full-time money that paid you 
more than assistance, would you be interested in going 
back to work? 

Ms Pringle: I certainly would. 

Mr Stockwell: You would be interested in going back 
to work. 

Ms Pringle: Yes, I would. Have you got a job? 

Mr Stockwell: I do hire some people, but I do not 
have a job right now. I have just laid off a bunch of people. 

The last question I have is, have you in fact looked for 
that full-time job? 

Ms Pringle: Yes, sir, I have. 

Mr Stockwell: And you cannot find a job in 10 years? 

Ms Pringle: No. 

Mr Clarke: Perhaps I could just make a point. We 
talk of a cycle, but I think in the 1980s recession to reces- 
sion, as it were, what we have seen is not so much a cycle 
as a descending spiral, in the sense that the recession we 
are now getting deeply into is fundamentally a different 
creature from the last one in the sense that throughout the 
period of the 1980s the welfare case loads did not come 
down significantly. Also, you had an enormous transfer of 
people over to the low-wage, primarily service, sector in 
terms of the employment that was out there. 

As to the shape that poor people are in, they are al- 
ready suffering more and in much greater numbers than 
previously. The impact of the recession, therefore, is prov- 
ing to be that much greater. I think that is something that 
needs to be taken into account when emergency measures 
to deal with the situation are looked into. 

Mr Stockwell: Again, we could wax philosophical, I 
suppose, about that stuff as well, all day, and probably it 
would not make a wit of difference because we do not 
happen to sit on that side of this committee. 

The question, though, that I was driving at is, if there 
were available work, is it something that would happen? 
Really the answer is yes and that is good. Sorry; go ahead. 

Ms Pringle: Could I finish? I am sorry; I realize that I 
did not really, truly answer your question properly. If I 
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were to go to work I would need supervision for my chil- 
dren and I would need bus fare. What I am saying to you is 
that there is no support system from A to B. If you sat 
down with me, you would tell me to stay on welfare be- 
cause by the time I get all these things looked into and 
approved, like day care— 


Mr Stockwell: Would you qualify for subsidized day 
care? 


Ms Pringle: No, I would not. I have two children, so I 
would maybe be subsidized for one, but have to pay for 
the other. 


Mr Stockwell: No. I mean, if you qualify, you qualify. 


Mrs Sullivan: Mr Chairman, I am not sure that it is 
relevant to speak directly about the individual case of the 
person. 


Mr Stockwell: I am sorry, Mr Chairman, I certainly 
did not want it, but the deputation was clearly an individ- 
ual deputation and this issue was clearly brought forward. 
All I was curious about was this individual case. If we 
were not going to discuss this, that is fine, but you are going 
to have deputations about individual cases and I think we 
should have at least a little bit of leeway to discuss it. 


The Chair: I think there has been a lot of leeway on 
this one already. 


Mrs Sullivan: J think I reached my level of tolerance, 
I suppose, and that is why I raised it. 


The Chair: I would like to move to Mr Hansen’s 
questions now. 


Mr Hansen: John and Heather, I am not here to criti- 
cize on your personal lives there like Mr Stockwell. 


Mr Stockwell: On a point of order, Mr Chair: That 
was an unfair comment. It is out of order and it is totally 
unacceptable. I did not criticize their personal behaviour or 
personal play. I take great exception to that. 


Mr Hansen: I take that back. I apologize. 
The Chair: Can we move along? 


Mr Hansen: In 1981-82 I was involved in a local 
church starting up a soup kitchen and I know the dignity 
that a lot of people lost at that particular time on the loss of 
jobs. I have experienced it first hand in that particular area. 
The one thing that did happen at that time, at that Christ- 
mas is that you are talking about having have to go in and 
give your name, where you live and what you collect on 
welfare. What we had was some people who were working 
at the local plants making $40,000 and $50,000 a year 
coming in and picking up toys, picking up food. It was 
some way to check that the people who were not entitled 
to it were not receiving it. So what happens? It comes 
down to the people who are supposed to be receiving it 
having to go through all these checks. 

I am just trying to explain what I could see going on. I 
think what you are saying is that you have to go through 
all these checks in order to get there. It is because of the 
people who can afford it who are going in and collecting, 
and so that there is enough there for people who do need it. 
I think that is the reason there. 


On the cashing the cheques, I know that has been at 
problem, and explaining what you said, that staying ho 
is better than actually going out to work in some ins 
with the system the way it is. I think it is going to taket 
government a little while to figure out how to work in 
these plans coming up. We had the throne speech 20 
vember. We are just a couple of months in there, and as 
have been told we are spinning our wheels right now, bu 
think it is going to take a little time. It is not going 
happen tomorrow or next week. It is going to take a lit 
while before everything comes into place. | 

With the economy the way it is, I realize that—+ 
only yourself; it has been there for a few years—we < 
going to have a lot more people in the same situation a 
we are going to try to address it. 


Mrs Sullivan: I have been very interested in follo 
ing the recommendations over a period of time that ha 
come out of the Ontario Coalition Against Poverty. I thi 
that for the most part, no matter what government, the 
has been real attention paid to the words that we say and 
the meaning and experiences that come behind the 
words. I look at your recommendations today. I think t 
major one, the rate issue and the minimum wage iss 
have both been included in the Social Assistance Revi 
Committee report. Initial steps have been taken to imp 
ment the SARC report and with luck and with good me 
agement, indeed those increased steps will be taken 01 
the next period of time. 

I was quite interested in your comments that you 1 
the province should take over 100% of the delivery 
social assistance. Certainly that was the municipalities’ f 
sition last year and, I guess, the previous year. I think 





‘was also the position of the SARC report, although I v 


flipping through things to see what kinds of recomment 


’ tions they had made in those areas. One of the things | 


SARC report pointed out is that no matter who the del 
erer is, whether it is provincial or municipal, a major c¢ 
straint is the cost of housing. Are you still seeing that? Y 
did not raise it and I wanted you to have the opportunity 
speak to it. 


Mr Clarke: I think it is absolutely unquestionable t 
the cost of housing is a major question. We have suppor 
initiatives that we see coming out of this governm 
around rent control. We note the commitments mé 
around areas of non-profit housing, etc, in An Agenda 
People, the document submitted by the government wt 
it campaigned for office. 
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Unquestionably, those things are true and we wot 
indeed want to go on record as continuing to support the 
We would want to continue to support initiatives arou 
child care, another absolutely vital question. It is sim 
that we want to zero in on something that we see as bei 
a very simple, straightforward question, the question 
income adequacy, as being perhaps an area where in 
most clear-cut and obvious fashion a government tt 
quite frankly, we expect and hope something differ 
from can act and act with dispatch. So if we are li 
myopic, it is, I think, deliberate. 
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Mr B. Ward: Just a quick question and comment. I 
k that what you are saying, John and Heather, is that 
| poverty is eradicated from this province, if it ever 
_be, you and your organization are not going to go 
ly. You are going to keep our government on its toes so 
we can progress from a socioeconomic standpoint for 
betterment of working people who are at the poverty 
+]. That is the basic message, that you would like to see 
le clear-cut action against poverty in this province. 


Mr Clarke: Undeniably true. 


The Chair: I have just a quick question for my own 
mation. When a person collects welfare then goes on 
and receives money from a job, at what rate is the 
fare reduced? 


Ms Pringle: I can collect $150 over and above my 
ily benefits cheques. 
















Mr Kwinter: Over what period of time? 


Ms Pringle: Per month. Then over and above that, I 
st pay back the welfare. If I make $200, I have to give 
back because they consider they have already paid me. 


The Chair: So it is dollar for dollar? 
Ms Pringle: It is dollar for dollar. 


The Chair: What impact would there be if that regu- 
on was removed? 


Ms Pringle: I think that would be great, if there was a 
port system. If anybody took the opportunity to find a 
or go back to school and get training or whatever and 
it into the job, as long as there was a support system in 
*e until the person got on his feet. For instance, it takes 
»e months for OHIP to go into place. I think three 
ths after you have paid your last payment, it supports you 
lyou get another job or you go on assistance or whatever, 
fthere was a place there where it was supportive. 

Imagine we were not in a recession, but people who 
Struggling to get back into the workforce find that 
ing the welfare system, and it is a deadly trap, trying to 
gle to leave it, they have everything cut from beneath 
n before they are able to pay for things like drugs, 
ch are phenomenal in price, or a dentist. 

Even on assistance, unless my teeth are rotting in my 
d, I cannot go to a dentist, you understand, unless I 
it the teeth removed or a plate. My children can get 
ngs and things like that, but it is $45 to clean my teeth. 
teeth rot in my head until I cannot take the pain any 
‘e and I go and get the dentist to remove them. 

I wish you could appreciate that, because that hap- 
ed to me only last year. The card says emergency bene- 
My children can have their teeth cleaned—thank God 
/ can—and everything looked after for them, but I must 
€ my stiff upper lip and wait to the point that I must 
Ove that tooth. It is beneficial in a way. I kind of laugh 
mn you say family benefits. But then it is also a very 
V punishment too. It depends on which part of the thing 
| See now. 























The Chair: I thank you for coming. All I can say is 
there will be long, hard debate on this issue over the 
it while. Thank you for your presentation. 


PERSONS UNITED 
FOR SELF-HELP IN ONTARIO 
The Chair: Our next presentation is Persons United 
for Self-Help in Ontario; Francine Arsenault, co-ordinator. 


Ms McGregor: This brief is not just from Persons 
United for Self-Help in Ontario, which is PUSH Ontario, 
but also from Disabled People for Employment Equity. 


Mr Southern: I want to say before we start that I am 
glad that the committee responded better to the last presen- 
tation than it did to the income maintenance committee’s 
presentation. I was a bit disappointed in that. Not one 
question was asked of our committee. We worked damned 
hard on that presentation. I got the feeling that some of the 
committee members felt they had heard it all before. In 
fact, one of the observers who came in said that one com- 
mittee member read the paper, and I will not say who, but I 
would appreciate it if you would give us your full co-oper- 
ation this time. 


Mr Sutherland: I will just tell you one of the reasons 
I did not have any questions was because you had it well 
documented in a written form. 


Mr Southern: I do not think you have to justify your- 
self. 


Mr Sutherland: No, I am just saying there was a 
sense that maybe some of the committee members were 
not as interested in that presentation or what have you. 


Mr Southern: I think the last presentation was not 
that different from ours and people came up with enough 
for them. Disabled people are one of the biggest groups in 
Canada that are still living in poverty. Over 50% of dis- 
abled people in Canada earn less than $10,000 a year. I 
think that is criminal. We heard it said how rich this coun- 
try is. Everybody seems to think that inflation and profit 
margins that employers are allowed to earn were caused by 
poor people. It was not and it is not. I get infuriated when I 
see how so-called politicians respond to some of these 
presentations. Sorry about that emotional outburst, but it 
does me good now and again. 

Anyway, down to business. My colleagues are Richard 
Dector from PUSH Ontario, who is our project co-ordinator 
and helps keep PUSH afloat, and Carol McGregor, who, as 
the co-ordinator for Disabled People for Employment 
Equity for about a year, has done phenomenal work in the 
area of employment equity. I believe that this 
government’s policy on employment equity, which we 
hope will come to fruition soon, was partially formulated 
by her hard work. 

Anyway, what Carol is going to do is go through our 
paper. We are going to present a sort of joint DPEE/PUSH 
view on the various issues. I think Carol is going to read in 
point form, and I am going to comment on some of the 
stuff. Carol or Richard will also make their comments. 

Ms McGregor: Thank you very much, Mr Chairman. 
I wonder if you would have the members do John and me 
the courtesy of introducing themselves. We do not have the 
ability to see their signs. 

The Chair: I will begin. I am Jim Wiseman, Chair- 
man of the committee. 
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Mr Christopherson: I am Dave Christopherson from 
Hamilton Centre. 

Mr Sutherland: Kimble Sutherland from Oxford. 

Mr B. Ward: Brad Ward from Brantford. 

Mrs Sullivan: Barbara Sullivan, Halton Centre. 

Mr Phillips: Gerry Phillips from Scarborough- 
Agincourt. 

Ms McGregor: We lost some in the process, I think. 

Mr Southern: Teatime. 

Ms McGregor: Yes. 

Mr Southern: Okay, Carol, let’s go now. 
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Ms McGregor: PUSH Ontario seeks to provide a uni- 
fied voice for more than 900,000 Ontarians with disabilities 
of all kinds. Disabled People for Employment Equity is a 
coalition of more than 30 consumer groups and service- 
providing agencies dedicated to ending the chronic unem- 
ployment and marginalization of people with disabilities. 
Together we ask the members of the committee to consider 
the following measures strongly. 

Disabled people continue to live in unnecessary and 
unacceptable poverty in Ontario. We recommend the com- 
mittee endorse the following steps towards changing this 
little-regarded reality. 

Income maintenance, health and social services: We 
recommend that the government of Ontario extend the as- 
sistive devices program to include all equipment catego- 
ries, including communication aids for the visually 
impaired. 

Mr Southern: Keep going, because I spoke quite lib- 
erally on that before. 

Ms McGregor: Disabled persons receiving govern- 
ment assistance who live with members of their family 
should not be penalized by being paid a lower “non-profit 
boarding rate.” End this practice. 

Mr Southern: I think it is worth pointing out, which I 
did not when we were making our brief before, that if you 
live with family, you get what is known as a boarder’s rate, 
which is less than the rate if you live on your own. Obvi- 
ously it is just crazy and stupid. Certainly when you hear 
of provinces talking about encouraging families and what- 
ever, I do not think it does much for that. 


Ms McGregor: At a minimum, implement indexation 
of social assistance rates to the consumer price index to 
ensure that rates reflect more accurately the true cost of 
living. ; 

Mr Southern: That is self-explanatory. 


Ms McGregor: In many families, a non-disabled 
spouse acts as both a care giver and a wage earner. A rate 
increase to lessen strain on these families should be con- 
sidered, if only because of the enormous costs spared the 
health care and social service system by the unpaid efforts 
of such couples. Maintaining benefits at unlivable levels is 
not only immoral, it is bad economics. 

Mr Dector: I would like to add something here. One 
of the issues that was considered at great length by the 
previous government and is no doubt going to be looked at 
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again by this government is long-term-care reform. O 
the elements of that reform is whether or not thing 
respite will be given to people who are in the positi 
taking care of, say, a spouse with Alzheimer’s or situ 
like that. People who are in that situation are savin) 
government enormous amounts of money that wou 
spent on institutional care for people, and that is p 
what we are talking about here, measures that in the 
run bring some cost but in the long run save a great d 
money. 

Ms McGregor: Make accessibility a priority 1 
provision of affordable housing. PUSH welcomes the 
ter subsidy increases accorded under the FBA. How 
the supply of affordable accessible accommodation 
adequate throughout the province. “Inadequate” is pro 
an inadequate word. | 

Mr Southern: Yes, it is a major problem for dis 
people. Only a small number of persons with disab 
are as fortunate, or whatever word you want to use, t 
in publicly supported housing. For example, I mysel 
in aco-op. I can just about afford to live in one of thos 

Mr Phillips: You can go to my riding, John. 

Mr Southern: I wish I could. 

Ms McGregor: Improve the supports to employ 
program. We welcome the improvements already mé 
social assistance under STEP, but recipients must | 
lowed to keep a greater percentage of the income tha 
earn. Any comments? 

Mr Southern: The STEP program could be a bi 
vantage to a lot of people on social assistance but, | 
opinion, it is certainly not a great help to disabled pi 
There are so many costs involved, as I pointed out e 
with disabled people leaving social assistance. For exa 
just this month I left social assistance, and everyone | 
be saying, “Oh, that’s good,” but I am losing money. 
earning less money now than I was on the STEP pro 
but I am earning too much to be eligible for it. 

Next month, as was pointed out the problem wi 
dental program, I have got to go to the dentist. I hay 
no dental card left any more. It is going to cost me 
and I will really be out of pocket. I think that the be 
and the levels of the STEP program have certainly | 
be raised a lot more, but it is a step in the right dire 
no pun intended. 

Mr Dector: I would like to add something, a1 
practical example: An employer wanting to offer sor 
who uses an electric wheelchair a job—I gather eve 
here is in favour of encouraging that sort of thing— 
position where, say, the wheelchair requires repairs 
regular basis. This is a very common situation. If th 
son is paid over a certain amount, he will lose all elig 
for FBA, say, $10 an hour for a single person on disa 
If they are paid $8.50 an hour, they can retain thei 
drug card and also continue to have the repairs pi 
their wheelchair. 

An employer is put in the position, and I am spe 
from some experience, even with all the assistance 
world from lawyers who have studied the social assi 
system, of having to guess at what point he will be kn 





ebody off and that person will be actually in a worse 
ation than if he did not work at all. In our membership, 
are talking about people who have been looking for a 
for 10 and sometimes 20 years. It is intolerable. 

r Southern: I will ask Carol if she could skip some 
ae other social assistance areas. Many people have pre- 
ed on it and perhaps we could get to some of the other 
ilights like transportation. 
oy McGregor: I am going to turn the transportation 
rto Richard and let him proceed. 


‘g Dector: PUSH is active in a group called Trans- 
ion. It is a coalition of groups concerned with accessi- 





‘transportation. This is PUSH’s position on some of 
3e issues. 

We want the new provincial government to fully com- 
: a fully accessible public transportation system, just 








he preceding government did, and we are very hopeful 
is going to come. 
We need to see adequate funding to ensure the projects 
fined in the Minister of Transportation’s November 
h will be fully accessible to all Ontarians. That in- 
jes a fully accessible GO Transit system. Via Rail has 
n cut back considerably, as everyone knows. Via Rail, 
as it is and was in certain respects, was the most 
essible transportation system in Canada. 
Tn that regard, GO has to be improved, otherwise peo- 
are stuck in a situation where there is decreasing acces- 
lity on the airlines because of deregulation, the intercity 
services are not accessible and the trains are being cut 
k, and what you are essentially saying is, “If you can’t 
re, you have to stay at home.” 


‘Mr Southern: I just wanted to make a point on trans- 
tation. I heard of somebody just recently who was of- 
sd a job and could not take the job because he could not 
any reliable transportation. 


Mr Dector: Yes, it is crazy. I was talking in quite 
Ctical terms, people being offered a job and telling the 
loyer that they can start four days after the starting 
2 because they need some time to arrange their Wheel- 
ns. That does put you at somewhat of an employment 
advantage when you cannot take a job even when you 
Offered one. 
The other thing is that the bus situation is so bad that I 
‘¢ had members say that they are going to use the bus 
vice to come to a meeting, but it means they have to 
Wl up the stairs. It is unbelievable. 
We want to see that the Let’s Move projects in Metro, 
h as Spadina light rail transit and Sheppard, are fully 
essible. Everyone has talked about making Sheppard 
y accessible. We want to see that a reality. We want 
ing, as the minister has indicated, to ensure that the 
ommendations in the TTC Choices for the Future report 
paid for. We need increased support for parallel services. 
Again, we are asking for more and more money for 
erent things, but parallel services means things like the 
‘l regional cutbacks. In that case, people are at risk of 
ing their jobs or health care or education, because they 
Not get there. There is some long-term cost for short- 
Mm gain. 
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Mr Southern: It is ridiculous. In the Peel region, for 
example, they are going to cut back on the parallel transit 
system and disabled people are expected to say, “I under- 
stand that you can’t afford it.”” Damn it, if people cut back 
and slashed the TTC system by 50%, you would have 
heard a little bit more than, “Oh, well, they understand its 
cost,” I tell you. 


Mr Dector: Imagine if you had to book four days in 
advance to go in the subway, which is the current thing for 
the Wheel-Trans. 

To establish and improve accessible public transport in 
rural areas: One of the lower cost alternatives here is com- 
munity bus services. That is something that has been 
talked about. There is one pilot project in Metro. These are 
smaller buses on flexible schedules. They are buses that 
virtually anyone can use. They are either low-floor or they 
have ramps, you can go on with a stroller, you can go on if 
you are a senior citizen who uses a walker, and they are 
wheelchair accessible in some cases. | 

We are fully in support of those and we would like to see 
funding for that. We also would like to see funding for proper 
training of transit staff so they are aware of how to deal with 
people with certain types of disabilities, because there is 
some getting used to people. That is it for transportation. 
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Ms McGregor: I would really like to really reinforce 
the transportation. I am one of these who happen to live in 
Peel. I ride the GO train every day and I cannot get home 
at night; I often have late-night meetings because people 
who are in this employment equity area are working in the 
day. I am trying to get home at 10 or 11 o’clock at night, 
and I am always having to take taxis from Clarkson up to 
Meadowvale, which is at Winston Churchill Boulevard and 
Highway 401, because we do not have commuter transit ser- 
vice up there yet. Not that it is accessible, but at least I 
have the dog and we can get up and down. But it is not the 
safest place to try to get around at night. 

Our students up there are in great peril. I am going to 
talk about education because I have had quite a few phone 
calls from disabled students. Their education is in jeop- 
ardy, their future employment is in jeopardy, basically be- 
cause of the transportation. They are also faced with costs 
substantially higher than those facing able-bodied students 
in the education area. 

OSAP was introduced. It replaced vocational rehabili- 
tation services funding of tuition. Students must apply for 
OSAP funding for tuition. They are also required, at the 
same time, to save out of their $600-a-month pensions 
$1,200 a year—a lot of people with disabilities are finding 
this very, very stringent—in order to match the donations 
by kind. There is no difference made between disabled 
students or able-bodied to go to university or college. You 
are treated the same. We want to be treated the same, but 
recognizing the fact that a person with a disability has a 
much higher cost of living. Our medical costs are higher, 
our transportation costs are higher, medications and just 
general living. It is much more expensive for us to even 
access. 
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By jeopardizing our services at university and college, 
we are creating great barriers to employment. As a person 
who is advocating for employment equity, I view this very 
seriously. I have students phoning and saying: “I think ’'m 
going to have a nervous breakdown. I can’t get my books. 
I’m not getting my educational materials on tape on time. 
The professors won’t give me extensions.” The accommo- 
dations are not there. The funding is going to the colleges 
and the universities, but our students are not getting the 
accommodations they need. They are just saying, “Will 
you keep fighting for us?” Yes, we will keep fighting, 
because equity in education has to be a prelude to employ- 
ment equity. 

We do feel, though, that the transportation cost in par- 
ticular should perhaps be seen as an accommodation under 
the funding that is supplied to the colleges and universities 
for special-needs students. In the federal public service, the 
Human Resources Secretariat right now is treating trans- 
portation as an accommodation, and I do not see why our 
students could not have the same courtesy extended. 

Employment equity: Obviously, for disabled people we 
feel this is a very crucial matter. Nationally, more than 
171,000 persons with disabilities capable and available for 
work are unemployed. The cost of maintaining this num- 
ber of people is more than $2.2 billion per year. If these 
171,000—this is based on the 1986 census; we will not 
know what the new census is until 1991-92—were em- 
ployed at an average salary of $20,000 per year, which is 
not very much, their contribution to the economy would be 
more than $3.4 billion per year. Therefore, putting this enor- 
mous population of people who are more than willing to 
work into the active workforce would lift $2.2 billion from 
government costs and add $3.4 billion to the pre-exemption 
tax pool. 

Ontario would be the single largest beneficiary of this 
tremendous boost to the economy. Therefore, Disabled 
People for Employment Equity and Persons United for 
Self-Help in Ontario recommend immediate introduction 
of mandatory employment equity legislation covering both 
the private and the public sectors. This was a commitment 
promised to us by the Liberal government at the NDP-Liberal 
coalition, and we are still waiting for this legislation. 


Mr Southern: Every time I made a presentation in the 
past to this committee, one of the people on the committee 
at the time was Bob Mackenzie, and he always used to ask 
me about quotas and employment equity or whatever you 
want to call it. He always used to say how much he sup- 
ported our call for it. Now he is the Minister of Labour, so 
let’s see it. 


Ms McGregor: We believe there should be more 
mainstream training and educational opportunities for per- 
sons with disabilities in the workplace and at community 
colleges and universities. We want to de-emphasize segre- 
gated training programs. Training remains the single most 
important issue for disabled people. 

Persons with disabilities, just by the very nature of 
their disabilities, sometimes miss a great deal of time at 
school. They are not offered the same employment oppor- 
tunities in the summer as their able-bodied counterparts. 
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Society has not seemed quite willing yet to hire a disah 
student in a fast food place, for example. They come t 
job force unequipped with the skills that are necessary. 
must provide that training that we feel is necessary. 
have a generation out here that we have lost. We c 
afford to lose another generation of people who are disabl 

A special fund, we believe, should be set up to en 
the provincial Human Resources Secretariat to ider 
systemic barriers to employment within the public serv 
The civil service accommodation fund that is administ 
by the provincial Human Resources Secretariat musi 
continued on a permanent basis to permit people with 
abilities equal access to employment in the Ontario pu 
service. The personal staff of the ministers’ and MI 
offices should also be covered by this program. | 

During the recent hiring, disabled people were \ 
discouraged. We managed to get two people in. Both tk 
people required accommodation. Both those people | 
had extreme difficulty getting accommodation. We 
that something must be addressed. We have good peo 
well qualified, out here for you, quite able to work. We 
require accommodation, we require equipment and | 
haps some other needs. I think this affects their job per 
mance when they cannot access this equipment, so 
strongly urge you to consider this. 

The provincial government must establish an a 
tional accommodation fund for employers to whom 
commodation would represent undue hardship as defi 
by the Human Rights Commission. 

The province must provide extended health bene 
100% maintenance cost for assistive devices and o 
equipment for persons with disabilities going from FB. 
the workplace. This is a very cost-related thing. 

I will let Richard close. 


Mr Dector: This is going to sound terribly like a ] 
for funding ourselves, which it partly is. To enable 
abled people to speak on their own behalf, significant 
sustained funding must be provided to advocacy and s 
help groups. I am not just speaking of PUSH, I am spk 
ing of People First, which represents people v 
developmental disabilities, Ontario Association of 
Deaf, the Disabled Women’s Network, which barely 
any staff, and of course our organizations. 

A lot of people with disabilities who have been un 
ployed for a long time get involved in these group: 
activists because they are concerned about a partic 
issue. They become volunteers, they represent us at pat 
and they often get their first job through us and then m 
on. Some of them are even working in the governn 
now. The point is that it is a route for people. Not only 
we trying to fulfil an advocacy function, but it is a rout 
employment and off FBA for a lot of people. A large n 
ber of our staff have come directly off FBA. 


Ms McGregor: I must point out to you that fun 
for advocacy groups is not easy to come through fou 
tions. Because we are very political, a lot of foundat 
do not wish to be identified with some of the issues. W 
you take banks and put human rights complaints agi 
them, and when you take the Minister of Employment 
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1igration to court, foundations do not want to be seen 
ding side by side with you. The work we do is impor- 
. The issues we raise are important. They would not be 
ed if we were not here doing this. This is the type of 
k that disabled people are doing, so we urge you to 
sider it. 

) 











r Southern: I have a little story just before we close 
gether. At the last presentation to the committee I 
an issue that was in the newspaper, and when I got 
of the meeting, an NDP researcher said, “Wow, we 
ght it was great in the NDP caucus office. We saw you 
TV. It was fantastic.” The issue was that MPPs from out 
own get a living allowance for an apartment in town, 
wtever it is, $1,000 a month or something like that. That 
ust a living allowance for an apartment. The average 
of somebody on family benefits is $720. The story is 
the same and that analogy can still be used. I do not 
1w if everybody in the NDP caucus office will be jump- 
around still, but anyway, there you go. 


Mr Dector: One other thing I would like to point out 
aat the kind of funding that is often given to groups like 
3 is project funding. Everyone is happy if we are work- 
on certain types of issues and not so happy if we are 
rking on others. 

In fairness, no matter who the government is, I think 
re should be some core funding to groups like this so 
; the agenda can be set by the membership. We have a 
nocratic structure; most of the groups do. Let the mem- 
s set what we are going to work on. Last year, the 
gest concern directly from the grass roots was transpor- 
n. This year, transportation is a big concern but people 
teally concerned about getting jobs. Maybe they are 
Te optimistic or something, but there does seem to be a 
push for that. I would like to see more freedom given 
he groups to try to work on what people identify to us. 
Thank you for your attention. 


‘Mr Phillips: First, I think your groups have advanced 
cause in the last 10 years enormously. You do provide 
| benefit to the community. Just as one politician who 
: been lobbied by you, you are probably aware you have 
de a big impact; not as much as you would like but you 
fe made an impact. 

Ihave three questions. One is in the area of transporta- 
n. Assuming that there are finite dollars, what is your 
it priority, do you think, province-wide? We tend to get 
‘opic, those of us from Metro Toronto, and look at 
‘tro Toronto, but I have this intuition that there are some 
Nmunities where there is not even an adequate parallel 
vice. That is my first question, if we can look at it 
ivince-wide. 

The second thing is on the accommodation fund. I real- 
| it is carefully worded in your document to say “where 
Ss undue hardship.” My own concern, when I was in- 
\ved in it and had some responsibility, was that that has 
ibe carefully managed or employers, when the fund is 
je, can say, “Well, I can’t hire someone because I can’t 
| the support.” I always had questions about the fund in 
private sector, because it felt it may be a limitation. I 
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would like your comment on that. I realize it is carefully 
worded. I can see the accommodation fund in the public 
sector because we are the employer, but in the private 
sector, as I say, I worry that it becomes a limitation. 

The third one is on the STEP program. Is the issue 
there that the STEP program is in concept the right thing, 
but for persons with disabilities it is not properly struc- 
tured to take into account the real costs that are associated 
with employment, and therefore one should be looking at 
the details of the STEP program as it applies to persons 
with disabilities? 

Mr Southern: The first one on transportation: I do not 
like to be pulled into a “let’s prioritize this list” thing. At 
first glance, you might say, “There’s no transportation in 
Rainy River,” but we need to deal with both rural and city 
issues. If you make, for example, the system in Toronto 
more accessible, the TTC, it can save you a lot of money 
which could be better spent in other areas. I think the 
answer is that you have to do both. That would be a proper 
way to spend the funds. I do not think you can just say, 
“Let’s establish transportation in an area where there is 
none,” and just leave the public transportation in the major 
cities inaccessible. Both have to happen, and I think if you 
do both you will save yourself some dollars. 


Mr Dector: I agree with John. It is very difficult to 
prioritize, even if we had some of the people here who 
have been working on transportation issues. One point to 
make, though, is that, again, as in buildings and in other 
situations of accommodation, if the idea of accommoda- 
tion is in the beginning of the planning process, the costs 
are minimal. We are talking—the studies in the States— 
1% to 2% additional cost to buildings. 

Sheppard is a clear case where it should be accessible 
from the start. One of the mistakes made, I think, is the 
presumption that escalators are cheaper than elevators, 
which is not always true and is quite often not true. If you 
look at the design of the subway system, if we had eleva- 
tors a lot more people would be able to use it. The increase 
in costs of continually providing parallel services—and we 
support increased funding to parallel services—partly is 
that the mainstream system is not accessible. It is achiev- 
able. There are low-floor streetcars. There are buses in use 
in England and in other places on which you can take a 
wheelchair that are in use on conventional routes. There 
are ways to do these things without massive increases in 
costs if there is a real commitment to accessibility. That is 
what we are hoping for from the government. 


Ms McGregor: Disabled people are having their 
transportation cut back. In Toronto Mr Tonks came out and 
announced that disabled people had to get used to less. 
They are already getting less. 

Mr Southern: They just have to get used to it. 

Ms McGregor: They have to get more used to getting 
less, or something like this. We have members who could 
not even get to minister’s receptions. 

Mr Dector: We had a member who could not come 
today. 

Mr Southern: That is right. 
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Ms McGregor: The co-chair of our organization was 
unable to make three different receptions in the fall under 
the new government. We simply cannot get her there. We 
got her to the community action awards, but we could not 
get her home. That is wonderful. How are we going to get 
her home when she is almost a quadriplegic? 

Transportation is a very big thing. I am going to talk 
about the accommodation fund a little with you. The com- 
munity has been looking at the costs of accommodation, 
trying to really look at how business is going to react to 
that cost. We do not feel it should just be given carte 
blanche to companies who certainly can afford to pay that 
cost. We believe that when there is a separate independent 
commission, that commission will examine whether that 
employer is committed to employment equity, whether the 
representation rates of a community are there, and perhaps 
even some tax incentives. 

Everyone has this great big myth that it is going to cost 
an arm and a leg to hire a disabled person. In many cases, 
it may not. Most of the buildings have become more ac- 
cessible. It may be a matter of just lifting up a desk and 
putting it on a couple of blocks for a wheelchair person. 
But we are getting discriminated against based on disabil- 
ity, and we are getting very concerned, the way employ- 
ment is going. We have employers saying, now that they 
have hired a few guys in a chair: “That’s great. We’ll take 
the guys in the wheelchairs, the paraplegics, because they 
look good. But don’t give me the blind guys, don’t give 
me the deaf people, because we’ve got to get interpreters. 
Certainly not the cerebral palsied, because look how they 
look. They can’t talk properly, even though their brain 
works.” 

We are facing this discrimination. We wanted some- 
thing that perhaps might encourage the employers and 
business to hire persons with disabilities. The accommoda- 
tion fund is something we are working on. We certainly 
have not come up with all the details. We have enough 
time fighting with business, never mind trying to work 
with them right now. We are not the best of friends. 

In the long term, we feel confident that probably with 
the federal review there may be some changes in the fed- 
eral act, and hopefully in the province we are going to get 
the provincial legislation. It is going to have a bearing on 
the economy. It is up to members of the government, as 
well as the community, to examine ways to make this 
accommodation issue a little bit less frightening to every- 
one and certainly more accessible for the community to 
have access to. We will not back down on certain fighting 
for their jobs. John, do you want to answer on the STEP? 
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Mr Southern: Yes. Somebody asked of another pre- 
sentation what you were allowed to retain under welfare. 
On family benefits under the STEP program you can retain 
$160, the full dollar amount. Then after that it is 20% of 
every dollar earned up to a certain level, and then you are 
cut off, all depending on your circumstances and costs and 
whatever. The cutoff level changes. That is one reason why 
obviously it is difficult for disabled people. The levels 
should be higher because their costs are higher. 
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| 
One recommendation that was in the income mai 
nance group brief which would certainly improve’ 
STEP program for disabled people—single mothers wi 
the STEP program are allowed to put the costs of day | 
against their earnings and it would help if disabled pe 
were allowed to put some of the extra costs. I know, 
example, a lot of people who use crutches to get aro 
They have a lot of wear and tear on clothing and stuff 
that. If they could put some of those costs against 
earnings, it would really give the STEP program Si 
meaning for disabled people. 


Mr Dector: Yes, I would like to second that. In 
example that I was giving, the issue there I think 
whether or not the program could be modified in suc 
way that you could keep your benefits for equipment 
need to function while you are working. That was the p 
at which this person’s wage could go up, or whethe: 
would make the transition to work. 

Maybe one last thing: If you are looking for mone 
pay for all this, a couple of things— 


Mr Phillips: This is a first. 


Mr Dector: One is, we are fully against any user ’ 
on the drug card, but part of the enormous costs of 
drug card is the fact that there is massive overprescrip 
of tranquilizers to people with disabilities. This is a reg 
complaint from our members. If there is a way to loo 
that, and there are going to be some studies released 
that soon, that is a real issue. Part of that is cosm 
Someone who has cerebral palsy, who without a he 
tranquilizer dose will be perfectly functional but will di 
a bit, is encouraged to take as many tranquilizers as it te 
to stop the drooling, but it renders them somewhat do 
all the time. It is a cosmetic issue and there is real, gent 
overprescription. 

Another thing I would like to point out—and I do 
mean to pick a quarrel with the doctors, as my brother 
doctor and so is my father—the total $2.2 billion the 
required to sustain those 171,000 people is about hal 
the billing to the Ontario health care system by doctors 
year. So there is probably some room there to find som 
this money. I guess what we are saying is that it i 
question of spending priorities rather than a questior 
whether there is money there. 


Mr B. Ward: Just a quick question on the assis 
devices program: How do you find the bureaucracy 
deals with that program? 


Mr Dector: Do you want to deal with that, John? 


Mr Southern: The bureaucracy with the assistive 
vices program is not the worst thing. I think the prob 
with it is that there is not enough money in the progran 
provide people with what they need. That is the m 
problem. Of course, there are still some items that 
available to people up to the age of 24. After that, you 
not eligible for the program. There is still that age limit 
some components of the program, which we would ol 
ously like to see eradicated. But then I just do not un 
stand why they do not put more money into the assis 
devices program, because I think the benefits of the | 
gram could be enormous if they would put enough mo 





: to allow people to become independent and to acquire 
ployment and live full lives; the benefits to society even 
‘-wise, never mind as regards social-wise. 
Mr Christopherson: Thanks to the presenters for a 
st meaningful presentation. I have a quick question on 
transportation issue of accessibility and the parallel 
‘em, and perhaps some comments on exactly what the 
on of PUSH is on what the system would look like 
2n it is finished. 
If the main systems are fully accessible, then is it a 
y parallel system that is required in addition, or are 
ee needs there? I know when I was down in 
ta, Georgia, about a year and a half ago there was a 
ior demonstration down there that hit most of the North 
ierican newspapers in fact, where there were sit-ins, I 
eve, about the whole question of accessibility. 
‘There seemed to be an entirely different approach 
vn there than what I saw in Canada. Then I attended a 
ference here in Canada and Beryl Potter had some dif- 
ilty or some differences of opinion with certain groups 
it here in Metro on the approach. I do not pretend to be 
expert in fully understanding all of that, although my 
kground is city and regional council, where you deal 
ds on with the transportation issue. I would appreciate 
ou could just clarify a little bit for me how you see all 
hat coming together. 
Mr Southern: As I pointed out earlier, I think the two 
tems are definitely necessary. There are people who 
always need door-to-door transportation. I think both 
tems could support each other. I know there are wheel- 
ir users who cannot get all the way to the subway sys- 
1 or to the buses on their own because they live maybe 



















minutes or five minutes from the main intersection who 
uld need some kind of transportation to get them at 
st there and then they could switch to the regular sys- 
1, which would take an awful lot of burden off parallel 
tems. 

Th the best of all possible worlds, I think we need both. 














it is what we are lobbying for. There are people who 
ily need different kinds of transportation. Also, I think 
at we need is not just vehicles that are capable of carry- 
wheelchairs, and it is not just vans, but we are lobby- 
_also for some accessible taxis in Ontario. If they want 
ust decide to go out and have dinner, people should be 
2 to get a cab and go out and have dinner. They should 
| have to, as Richard pointed out, book four days in 
ance. Do you know what you want to do next Saturday? I 
‘not. 

It is a very broad issue, transportation. You need a lot 
hings. I do think we need both systems and we do need 
/accessible cab system as well. 
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Ms McGregor: I think the demonstrations you are re- 
ferring to in the United States were related to the Ameri- 
cans with Disabilities Act. The veterans who had been 
disabled from the Vietnam war, together with the disabled 
population, lobbied very hard to get this bill through. 

There is a different attitude now in the United States on 
disability. There is no question of it. I was in the United 
States just to Florida in October. I did not feel disabled 
there. My dog and I were granted access. It was quite a 
change for me for taxicabs. I have to go to court again in 
March. I came back after having a lovely week just to sort 
of recoup myself. The first day back it was pouring rain 
and I am with Mr Scott from the city at a meeting, and he 
could not get a cab for me. He argued with this guy for 15 
minutes as to why he would not take me. I thought: 
““That’s nice. Let someone else do it for a change.” 


Mr Phillips: That is just unbelievable. 


Mr Southern: Sometimes if we are in a hurry to get 
somewhere, we say to Carol, “Hide your dog while we get 
a cab” and then pull the dog out. We have to do that. 


Ms McGregor: But I have to go home every night. I 
am at these GO stations and we are getting quite a rash of 
violent crime out there. When I cannot get people to pick 
me up, I get very upset. I get read as to why dogs—you 
know, “God is going to come down and kill all the dogs.” 
So I have to pay $20 and listen to that for another half an 
hour. But if we complain about services, you must realize 
that very often we are denied the services even more, and I 
expect I will be in March. I probably will. 


Mr Phillips: You should just be relentless on that one. 
Ms McGregor: I refuse to. I am going after them. 


Mr Dector: If you bring them to the Metro licensing 
commission, there is a roadblock that Metro Toronto does 
not have an accessible taxi service. They exist in some of 
the smaller communities. We are in favour of taxis that can 
be used both by disabled people and by able-bodied people. 
There is no reason. That is partly a funding question, but it 
is largely a regulatory question. 

Again with the buses, there are intercity buses that you 
can take a wheelchair on. I believe that the problem has to 
do with the length of the buses. There probably is some 
funding subsidy required, but again it is largely a regula- 
tory issue. 

There are a lot of things that can be done to change 
these things. These are not insurmountable obstacles. 


The Chair: I would like to thank you for coming and 
making your submission. This committee will reconvene 
at 10 o’clock Monday morning. 


The committee adjourned at 1810. 
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The committee met at 1007 in committee room 2. 
PRE-BUDGET CONSULTATION 


ONTARIO ROAD BUILDERS’ ASSOCIATION 

The Chair: I am going to open the proceedings. Wel- 
ne back, everybody. Our first presenter is the Ontario 
ad Builders’ Association: Arthur Ryan, the executive 
sector, Leo McArthur, the president. If you gentlemen 
ready, could you come forward, please? Welcome to 
‘standing committee on finance and economic affairs. 


Mr Ryan: What we would like to do, Mr Chairman, 
ch your concurrence, is to read through the brief which 
presented to you, and then we would like to answer any 
2stions you may have once we have finished. 
Introduction: 

| The Ontario Road Builders’ Association represents vir- 
illy all of the major firms involved in constructing and 
\intaining Ontario’s provincial highways and municipal 
ids. The association was formed in 1927 and now com- 
ses more than 170 companies in over 50 communities 
‘Oss Ontario. Our members represent a large labour-in- 
sive industry, both union and non-union, working in an 
‘a which has a substantial impact on the quality of life of 
tarians and on the economic viability of the province. 
2 welcome this opportunity to present our views to the 
nding committee on finance and economic affairs and 
‘st some of our concerns will be addressed in your recom- 
¢ndations to the Legislature. 

Economic development: 

The road building industry is an important segment of 
2 Ontario construction industry, which latter is the 
wince’s biggest industry, its largest employer, Canadian- 
med largely by small entrepreneurs, pays the highest 
ages and is the province’s largest taxpayer. These facts 
use our industry to have a substantial impact on all seg- 
2nts of our society. 

_ As we move cautiously into 1991, it is apparent that 
ternal factors will have a significant impact on the On- 

‘io economy. Energy prices, interest and exchange rates, 
i in the Middle East are all factors which will have a 
‘rious effect on an economy already facing recession. The 
(onomic indicators for 1991, be it real growth, consumer 
lending, housing starts, business investment and employ- 
lent, are all negative and are continuing the downward 
‘iral evident in the latter half of 1990. Treasury will be 
Ird pressed to determine the necessary funding priorities 
| best address these major concerns. 

Employment: 

We strongly believe that job creation is the most signif- 
ant step that a provincial government can take to provide 
ipetus to the economy and instil confidence in the people. 

Construction and maintenance of roads can increase 

jntario’s job creation program and reduce unemployment 
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levels. Roadbuilding is a very labour-intensive industry. It 
has been stated that the job creation impact of road expen- 
ditures is second only to that of the housing expenditures. 
In addition, there are accompanying payoffs in tax returns, 
indirect job creation and decreases in the cost of social 
safety nets. 

Road works have an added multiplier effect of 1.85 in 
triggering other job-creating expenditures within our econ- 
omy. The unemployment rate is currently forecast to rise 
from 6.1% in 1990 to 7.3% in 1991. In northern Ontario, 
we believe these statistics will be substantially worse. 

Safety and social services: 

Aside from compelling economic facts, there are a 
number of safety and social arguments which may be 
made for ensuring that the road system in Ontario is main- 
tained at an optimum level. In 1988, Ontario introduced 
amendments to the Highway Traffic Act which more fully 
supported the National Safety Code. The NSC will achieve 
nationwide uniformity in safety standards. It aims to 
clearly enhance highway safety, which can best be 
achieved on unclogged, free-moving road networks. 

Many of the day-to-day services that the people of On- 
tario have come to rely on are major users of the road 
system. Municipal transit systems, intercity bus services, 
school buses, police, fire protection, ambulances, hospital 
services and other emergency vehicles are but a few of the 
social services that require an efficient road network. We 
cannot overemphasize the importance of a well-maintained 
road system for all social services in the province. Free- 
moving traffic eliminates congestion, reduces pollution 
and individual stress. 

Tourism: 

Tourism is an important sector of the Ontario economy 
accounting for more than 4% of Ontario jobs. Tourism 
spending in the province, estimated as being in excess of 
$9 billion, must be maintained. A first-class, efficient road 
network is absolutely vital to the tourism industry. We 
must have a direct, uncongested road system which can 
accommodate travellers and not subject them to stressful 
delays, traffic jams and poor roads. Approximately 80% of 
all tourists travel by road in Ontario. 

Good roads mean good business: 

Roads and highways have always played an important 
role in the economic and regional development, especially 
in northern and eastern Ontario, where longer distances 
must be travelled. Retailers, agricultural producers, manu- 
facturers and countless other commercial enterprises in cit- 
ies and towns across Ontario depend on this network, 
particularly as just-in-time inventory management prac- 
tices are being widely adopted. 

The value of commercial shipments using our road 
system, for example, is greater than that carried by all 
other modes of transportation combined. Consider that 
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approximately 100 million tonnes of freight are shipped 
across Ontario roads each year, more than $12-billion 
worth of goods arrive via road annually in Metropolitan 
Toronto alone and goods exported from Ontario via truck 
are valued at over $36 billion per year. 

If business and industry are to remain competitive, 
they must have access to direct, uncongested and well- 
maintained roads, roads that will allow them to transport 
goods quickly and efficiently. Highways, roads and brid- 
ges are all part of the vital transportation network that we 
rely on to keep Ontario’s economy moving ahead. 

Carefully constructed over the past century, our road 
and highway systems represent an investment of more than 
$23 billion. Together they serve the needs of business, 
industry and the general public, providing important sur- 
face links for millions of cars, trucks, buses and other 
vehicles. 

In terms of our specific recommendations, long-term 
planning: . 

We strongly support the current government’s multi- 
year approach to government planning. Over the years, we 
have urged previous governments to develop at least a 
five-year plan for provincial highway funding needs and 
recommended close co-operation with the municipalities 
to determine their long-term requirements. As general con- 
tractors, the ability to plan for capital and human resources 
over at least a five-year span would obviously stabilize the 
industry and would have substantial cost benefits to the 
taxpayer. 

The previous government in some way attempted to 
address this issue when it announced its $2-billion trans- 
portation enhancement program, which was scheduled 
over five years. We urge you to recommend continuation 
of the scheduled time frame of this program and recom- 
mend that the program be formally approved by the cur- 
rent government. We would stress at this time, however, 
that the transportation enhancement program still does not 
meet the funding requirements necessary to maintain our 
current infrastructure at the optimum level. Recent studies 
show that current rehabilitation expenditures are only 
meeting 75% of the needs. 

Funding—capitalization of highway infrastructure: 

As are most organizations, we are concerned about 
current deficits, both at the provincial and federal levels. 
However, we strongly believe that an increase in the so- 
called deficit resulting from capital expenditures differs 
from deficit spending resulting from operating costs. Nor- 
mal industry accounting practice treats assets as balance 
sheet items which do not affect operating lines of credit. 

We believe that the government should consider defin- 
ing new highway expenditures on the same basis. The pub- 
lic accounts currently show the investment in water 
treatment and waste control facilities in this manner. These 
costs are amortized over a period of years. Why not treat all 
new highway infrastructure spending in the same manner? 
We would be willing to discuss this item in more detail 
with Treasury at its convenience. 

Dedicated funding: 

During the past couple of years a number of provincial 
governments have established a dedicated funding mecha- 
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: 
nism to fund their highway programs. These governme 
have taken a number of cents per litre from their gasol 
tax revenues and specifically allocated these funds to| 
used on their highway programs. We suggest to Treasi 
that it consider a similar approach in the province, 
Ontario. | 

The current fluctuation in gasoline prices presents 
opportunity for the government to dedicate one or t¢ 
cents a litre from its gas revenues to fund a new high 
program. One cent a litre in the province of Ontario ge 
ates $100 million on an annual basis. We present the a 
two recommendations to the Treasurer because we beli 
that some form of creative financing arrangement must 
established by all levels of government if we are ever 
meet the ever-increasing costs of new infrastructure a 
timely maintenance and renewal. 

Federal participation: | 

The government’s Agenda for People emphasizec 
commitment to build a stronger northern Ontario. One 
these commitments was that Ontario would undertake neg 
ations with Ottawa to proceed with the four-laning of | 
Trans-Canada Highway across the north and to imprc 
this vital transportation network corridor. We strongly st 
port this approach. 

The Transportation Association of Canada, TAC, I 
just completed a study to establish a national highway p 
icy for Canada. Phase 3 of this study, which has just ac 
ally been completed, is tackling the funding mechanis. 
for this new highway system. We urge the Ontario gove 
ment to become an active participant in this process and 
these discussions with the federal government relative 
this particular report. 

Over the past number of years, it seems that more @ 
more provinces have received funding for maintenance ¢ 
erations on the Trans-Canada system which traverses th 
province. Ontario has received no part of this revenue. ' 
urge the committee to request the Treasurer to approé 
the federal Minister of Transport and to press for at le 
some shared funding to develop a stronger northe 
Ontario. 

In conclusion, in recent years the Ontario governm 
has been neglecting road expenditures to an extent tl 
puts the entire road system in jeopardy of becoming ina 
quate to the needs of the province. We must ensure tl 
sufficient funds are allocated to maintain the infrastruct 
which has been created in this province. Our road syste: 
should not deteriorate further. 

Ontario is the engine of the Canadian economy. WI 
firing on all cylinders it drives investment, consumes 
sources, demands more services and creates new jo 
Tragically, we are starving the engine of fuel with a traff 
choked system that is declining rapidly because of insuf 
cient attention. We urge you to reverse the trend. 


Mrs Sullivan: I am interested in your view that it 
important to proceed with the four-laning of the Tra 
Canada Highway across northern Ontario. I wonder if y 
would have a cost estimate on that proposal. 


Mr Ryan: The cost varies depending on the extent 
the work done, but it is many billions of dollars, there is 
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sstion about that. One of our problems with that is that 
a government initiative, it realistically—and we as an 
ociation would like to have it in place, but we do not 
the funding available for that certainly in a reasonable 
Mr McArthur: I would also believe that back in 1985 
Ministry of Transportation did a study on the cost of, I 
ess, twinning that highway, and maybe those numbers 
ald be available through MOT. That was done, and then 
you would have to do is just update it to the current 
sj. I happen to kind of remember a number, but I do not 
nt to say it because I am not just too sure really whether 
t was the specific number, but in 1985 it was done. But 
was very, very substantial. 
The Chair: Any other questions for the presenters? 
) you have any estimation of how much tax is taken out 
Ontario through the gasoline taxes at the federal level? 


'Mr Ryan: I am not sure of the exact figures at the 
deral level, no. I could give you the figures provincially. 
iterms of the revenues that come into the province from 
2 highway system, which are the provincial gasoline 
kes, licences and things of that nature, they are way in 
‘cess of the actual Ministry of Transportation’s budget. 
lose to $1.8 billion comes in in total revenues, which is 
> result of motorist and trucking expenditures. In terms 
the total payments out from the ministry, it is something 
¢ $300,000 less than that, $1.5 million. In terms of the 
deral excise taxes, I would not know that figure offhand, 


_ Mr Sterling: Is there any trend in the United States 
wards toll roads? Are states backing away from that idea, 
are they implementing more and more toll roads in the 
ited States at this time? 


| Mr Ryan: Actually, they are looking at one now in 
alifornia. As you know, there is some private financing. 
ae United States is looking at all sorts of creative financ- 
gs. which includes toll roads, but it is also looking at 
ate participation in the highway system. In other 
ords, as you do in the private sector commercial build- 
g, you build the whole package and then you finance it 
rough your own individual tolls at a private level. That is 
hat they are looking at in California at this time. But the 
road system in the United States has always worked 
well. 
One of the problems we have in Canada—and this is 
anada as a whole, not just the province of Ontario—is 
at we spend less money in Canada per capita for our road 
stem than any country, literally, in the western world, 
stantially less than the United States; substantially less 
an England, France and Germany. We do not pay atten- 
mM to our highway system in this country, and Ontario is 
iously guilty of that as well, as other countries do. 
Some of the recommendations we make, and we have 
me this to previous governments—we understand that 
‘cause the requirement is so great in this province at this 
ne, there will have to be some different kind of financing 
T the transportation network to realistically get the job 
me within a reasonable time frame. Just Highway 407 
self, which has been committed over a long-term time 
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frame, the way the recession is going now and the de- 
mands that are going to be made, we can see that there will 
be so much pressure for dollars that some other funding 
mechanism has to come into the system and toll roads do 
have a place. 

When you are looking at a toll road system, the first 
thing you look at apparently is to make sure there is alter- 
native access, and in terms of Highway 407 itself, the new 
highway which will traverse the province and which will 
replace, in effect, Highway 401, you could actually toll 
that because you do have an alternative. In other words, if 
you did not want to pay the toll, you could use Highway 
401. This is a very valid point for the toll roads and that is 
one of the things the United States watches very carefully. 
Looking at the plans for Highway 407, that particular 
highway does lend itself to a toll road system. 


Mr Sterling: Do they pay for themselves? 


Mr Ryan: I think historically in Canada, when you 
look at Quebec and places like that, it depends how well 
they are managed. I think one of the problems is the cost- 
effectiveness of collecting tolls and the slowdown, the 
time of the lineups. As I say, it is all part of not having an 
alternative. As long as it is moving quickly and you have a 
good collection system, they certainly pay for themselves, 
no question. 


Mr McArthur: I think we understand that in the 
United States, I guess, some of those toll roads are very 
marginal, but other toll roads where you have a lot of 
traffic seem to pay for themselves. But I guess just as a 
general statement that probably—and I think this is the 
feeling of your own ministry staff people—it is question- 
able as to whether they really do pay for themselves. But 
the funds are really kind of available to help build the 
program. 

Undoubtedly, in some situations they may have to re- 
quire extra funds to be picked up someplace along the way. 
but I think you would find that it would be tough to have 
100% of it. So maybe it would end up being kind of recov- 
ered because of the fact that it is tough to do that if you do 
not have the traffic. 

1020 

Mr Stockwell: I have great interest in alternative fi- 
nancing, in particular for transportation improvements. I 
know in the Metro Toronto region when they talk about 
any kind of subway or light rail transit extension or im- 
provement, particularly the Sheppard subway line, they 
talk about participation from the private sector, basically 
selling density rights to develop the subway lines them- 
selves. I am not certain if it could work in the scenario you 
have painted, but clearly if Highway 407 does cut through 
the greater Toronto area, there could be value in selling 
density rights off abutting that package. 

Potentially, I guess, if the development industry wanted 
to get involved, that is another alternative way you could 
use to generate revenue to pay for the construction. I am 
not certain how much it would do, but clearly, in North 
York along the Sheppard line from Yonge to Victoria Park 
it is a considerable amount of money. I do not know if that 
avenue has ever been explored. If it has and has not 
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panned out, I can understand because of the cost. Certainly 
it is something that I think you should look at. Clearly in 
the rural areas it is just not going to be much of a density 
improvement, but really in the GTA, if you could sell 
greater density rights for the development of a highway, I 
am confident you would collect a considerable amount 
more money. 


The Chair: Are there any other questions? I would 
like to thank you for your presentation this morning. 
Thank you for coming. 


ORGANIZATION 


Mr Phillips: Before we get into it, I do not see the 
Treasurer on this schedule here. 


The Chair: That is up to the committee to decide 
when it would like to hear him. I was going to do it at the 
end, but since you brought it up now, we will deal with it 
now. We have Thursday 31 January, 12:30 to 1:30; Friday 
1 February, 8:30 to 9:30 in the morning, and Wednesday 6 
February at 5 pm. Now, Wednesday 6 February at 5 pm 
leaves the writing crew behind a little—no time at all—so for 
the writing crew either of the first two would be preferable. 


Mr Phillips: The key for me is just making sure that 
the third-quarter results are out. I gather they will be out 
before he appears here. 


The Chair: You know as much about that at this point 
as I do. All I have heard is what we were told from the 
beginning; that is, that they should be out this week some 
time. 


Mr Phillips: That is what they say in the media, but I 
do not know. 


Mr Stockwell: 
Treasurer’s office? 


Has that been confirmed by the 


The Chair: It has not been confirmed to me. 
Mr Stockwell: Maybe you could try to confirm it. 
The Chair: To nail it down? 


Mr Stockwell: Yes, I would really agree with the 
member. I think it is more important that we meet with 
him after those third-quarter numbers are released. 


The Chair: If he were to come on Thursday or Friday, 
we could ask him. 


Mr Stockwell: Yes, but that is a little more difficult. I 
would rather have an opportunity to review them and then 
ask some penetrating questions, rather than ask my pene- 
trating questions while I am reviewing them. 


Mrs Sullivan: We will wait for that occasion. 


The Chair: Some of us are still waiting for penetrat- 
ing questions. 


Mr Stockwell: Some of us are still waiting for a gov- 
ernment, too. 


The Chair: You mean in Ottawa? We could have 
lunch sent in on the 31st for the meeting from 12:30 to 
1:30. What are the wishes of the committee? I think we 
have probably eliminated—because the writers cannot do 
it on 6 February. What about Thursday or Friday? 


Mr Phillips: It is a good day for me. I do not kn¢ 
either day i is fine. The only criterion is that the results 
out, that is all. 


The Chair: Thursday? Do I have a consensus 
Thursday, 12:30 to 1:30? Okay, we will invite the Tr 
surer to come Thursday 12:30 to 1:30. | 

There is another item of business. As you all know, 
invited the governor of the Bank of Canada to come ¢ 
speak with us. I am going to try to do this without reg 
being too facetious, but he feels so bad about not be 
able to come that he has offered to send a designate 
meet with part of the committee or the subcommitte 
give us some information. The reason he has given fort 
is that the world hangs on everything he says and he has 
effect on the markets and everything, so he would rat 
give his projections and his information in camera t 
select group so that it does not become a media or a put 
event. Does the subcommittee want to meet with this d 
ignate? When do we want to do it if we want to do it? ¥ 
would like to comment? 


Mrs Sullivan: It seems to me that this kind of iff 
mation, given that these are public hearings, any infort 
tion that will be coming from the governor ought to 
considered in terms of being a part of public hearings ; 
not an in camera situation. Also, the entire commit 
should be participating in hearing the presentation. Al 
all, the entire committee will be involved in writing a 
port at the end. I wonder if the information that he is lik 
to provide in terms of projections and so on is of st 
concern that the people of Ontario should not be hearing 

Mr White: I would like to concur with Mrs Sulliva 
cannot see why our government should have standards 
openness and honesty and candour and expect anyth 
else of another level of government. Surely the hear 
should be open not only to the full committee but alsc 
the public. 

The Chair: We are already stuck with the posit 
where they have said they will not come to do it publi 
What they have indicated is that the information that 
have requested from them can be made public. If I boil t 
down to the correct assumption, it is that we are c 
strained to having him either come and give part of 
group some information or not come at all. I think th 
are the choices. 


Mr Jamison: Our ability to evaluate and establish | 
report could be enhanced by listening to the Bank of C 
ada delegates here. I would suggest that we gather 
information as well as we can. We understand that ther 
going to be some difficulty in how it is going to be f 
sented, but I think that the information is going to be | 
portant and we should make every attempt to obtain it. 


The Chair: Do I take it that you would endors 
designate coming and speaking to the subcommittee? 


Mr Stockwell: I think we should probably spen 
little more time talking to our staff and trying to get re 
nue projections rather than worrying about a senior le 
of government’s report to this committee. We proba 
might have a little more success cleaning up our 0 
house and getting revenue projection that will proba 


ye a greater impact on our recommendations to the gov- 
‘ment than having a designate from the Bank of Canada 
ning in, in my opinion. 

It seems to me we have a little more clout, considering 
we are a considerable number of members here who sit 
the government side, to get that kind of information. 
inkly, I am kind of shocked that there seems to be a bit 
concern here that this gentleman is not showing up 
ien there was little, if any, concern about getting our 
m revenue projections, for goodness’ sake. 

Let’s become a little more consistent. If we are going 
spend a little bit of time and send out snooty letters to 
: federal government, maybe we could send the same 
doty letters to our own bureaucrats and ask them to 
ng in preliminary revenue projections. Let’s be a little 
more consistent in dealing with those people we would 
e to hear deputations from. 

|The Chair: Given that those letters came from me, I 
ject to the comment “snooty.” They were not snooty; 
sy were polite requests for information that I believe and 
+ committee has believed is necessary for this committee 
‘be able to make proper projections in the long run for 
lat is going to happen in Ontario. 

Mr Stockwell: Maybe the letters were not snooty, Mr 
lairman. I will withdraw that. But certainly your com- 
ents to date at this committee have been. 


The Chair: Up to this point, it becomes very difficult 
t this committee to go into pre-budgetary consultation 
'd recommendation, given that we do not know for sure 
2 answer to two questions. The most important question 
will the Bank of Canada allow the Canadian dollar to 
ll with respect to market forces? I think that is a very 
iportant question that we need to have answered, because 
at has a great deal of impact on what is going to happen 
‘terms of revenue coming in and in terms of borrowing 
id when we make our deliberations and make the recom- 
lendations to the Treasurer. 
'30 

| Mr Sutherland: I would suggest that if the Bank of 
anada people do not want to provide this information to 
2 entire committee in a public forum, then we just take 
2 information they provide and we as a committee inter- 
‘et what we feel is the meaning of the information they 
ovided, since they do not want to give an explanation of 
to the open committee. 


_ Mr Phillips: I do not think we can deal with it in 
ivate, and I think we should say that we are a public 
mmittee and that whatever they can provide to us in 
‘iblic we will take, although I am concerned that we still 
) not have a revenue estimate. I have said in the House 
at I believed, for this fiscal year, that the previous 
heasurer’s revenue estimates are more accurate than the 
rent Treasurer’s estimates. I am looking forward to see- 
g the numbers, but I do think we need to know what our 
venue estimates are for this year and next year, even 
ore important than the dollar, even more important than 
€ interest rates. I would expect that is what the Treasurer 
ill bring us when he comes. 


The Chair: I take it yours is a no vote? 
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Mr Phillips: Absolutely. 

Mr Kwinter: I am intrigued by the offer. It seems to 
me that anything that the governor of the Bank of Canada 
had to say he has been saying to the federal politicians, and 
I think there may be some misreading into this that he is 
going to come and tell us things that he does not want to 
be public. It seems to me that would put him in an abso- 
lutely untenable position. The minute he comes and does 
that, someone is going to know about it, and if the word 
got out that the governor of the Bank of Canada was telling a 
committee in camera things that he does not dare tell the 
public, as I say, that would be an untenable position. 

It seems to me that what they are really saying is that 
they do not, as a matter of policy, want to come before a 
provincial standing committee of the Legislature, but “If 
you want to meet in camera, we will sit and talk with you.” 
But I would not read into it that you are going to get 
information that they will not share with anyone else. I 
think it is just a matter of saying, “If we come for you, 
we’re going to come for everybody, but if you want to talk 
to us, we will come just as long as it is not in a public 
forum.” If that is the case, then I do not see any great value 
in having them come. 

The Chair: Are there any other comments? I have so 
far, by consensus, that if he will not speak to the committee in 
public, then he need not come. Okay? Then we will trans- 
mit that information to them. 


Mr Stockwell: Can we not have a vote of some kind? 
Can we not vote or is this just consensus? 


The Chair: Well, I have got— 
Interjection. 
Mr Stockwell: We do not vote? Okay. Thank you. 


The Chair: I asked if there is a consensus. If you 
would like a vote, I will ask people. 


Mr Stockwell: I just wanted to know if there was ever 
a vote at the end. 


The Chair: There was no motion. 
Mr Stockwell: Okay. 


AJAX PUBLIC LIBRARY 


ADMINISTRATORS OF 
MEDIUM PUBLIC LIBRARIES OF ONTARIO 


The Chair: Our next presenters are from the Ajax 
Public Library, Geoffrey Nie, chief executive officer, 
and Jane Kirkpatrick, chairperson of the Association of 
Medium Public Libraries of Ontario. Welcome to the hear- 
ings, if you would like to begin. 

Mr Nie: Mr Wiseman, members of the finance and 
economics committee, thank you for giving us this oppor- 
tunity to speak to you about provincial funding levels for 
public libraries in Ontario. I believe that Mr Decker has 
handed out a copy of One Place to Look: The Ontario 
Public Library Strategic Plan to the members of the com- 
mittee and a copy of the attachments to my presentation. 
Mr Decker also has a supply of the presentation for you to 
read at a later time. 

My name is Geoff Nie. I am the chief executive officer 
and chief librarian of the Ajax Public Library. With me 
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today is Jane Kirkpatrick, chairperson of the Association 
of Medium Public Libraries of Ontario, which is an orga- 
nization representing public libraries in Ontario that serve 
communities with. populations between 10,000 and 
100,000 people. AMPLO represents 89 library boards 
serving 30% of the population of Ontario. 

Our purpose today is to make two points about the 
level of support provided by the province for its public 
libraries. First, provincial support for public libraries as a 
percentage of the total cost of library service in Ontario 
has been reduced dramatically in the past 10 years. Sec- 
ond, the formula used to calculate the base per-household 
grant for public libraries is inequitable. 

What is a public library in the 1990s? It is more than a 
place to go for a good read or a place to send your kids on 
Saturday afternoon to the film program. Today’s public 
libraries serve the information needs of a diverse commu- 
nity by providing information and assistance to all its resi- 
dents regardless of age, mobility, education, ethnicity or 
economic background. 

In order to address the information needs of our users, 
public libraries are confronted with a number of chal- 
lenges. Some of these are as follows: 

The arrival of new Canadians in what were formerly 
primarily Anglo-Saxon communities. For example, some 
30 libraries across Ontario have recently formed a multi- 
cultural services co-operative to ensure that collections in a 
range of languages will be available to library users whose 
language of first choice is neither English nor French. 

The need to provide access for the physically and devel- 
opmentally impaired user is another area of increasing de- 
mand. To address this need the Scarborough Public 
Library has recently introduced a collection of Braille 
children’s books in Chinese. 

The impact of technology has created a third issue. It is 
predicted that by the year 2000, 25% of all data will be 
available only in electronic form. The Brampton Public 
Library was the first public library in Ontario to provide 
dial-up access to its database for any client who has a 
personal computer and modem. 

Shifts in our economic base have included plant clo- 
sures and downsizing in manufacturing and industry. To 
address the community need created when the Goodyear 
plant closed several years ago in Etobicoke, the Etobicoke 
Public Library established a help service for its laid-off 
workers. 

Finally, there is the tragedy of those who are unable to 
read or write well enough to function as productive mem- 
bers of our society. It is estimated that one in four Canadi- 
ans cannot read at a grade 3 level. This means that 25% of 
our population cannot read a newspaper or the label on a 
tin of food and they are unable to fill out applications for 
employment. 

Numerous public libraries are endeavouring to address 
this access issue. For example, the Collingwood Public 
Library has for some years provided a Leading to Reading 
volunteer tutorial service to assist those intimidated by the 
formal educational process. 

For the past two and a half years the provincial govern- 
ment and the Ontario Library Association have worked 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS | 


| 
together to prepare a strategic plan for public libraries 
believe that—I know; I can see them—you have copies 
those with you. Last November they released One Place’ 
Look: The Ontario Public Library Strategic Plan. T 
basic principle of this plan as expressed in the first line’ 
the statement of purpose on page 13 states: “The pub 
library serves its community based on the belief that eve 
individual has the right to equitable access to informatior 
This principle confirms the province’s and the libre 
community’s commitment to equal access to informati 
for all Ontarians. ; 

How has the province supported this principle in t 
past? You will have exhibit 1. If you would turn to it. 
will indicate the levels of support for the libraries by t 
province compared to that of the municipalities over t 
last 10 years. Since 1979, the provincial support for pub 
library service has been reduced from 19% of the oper 
ing cost of libraries to 10.6% in 1989. In 1987, the lat 
year for available data, the percentage of the provinc 
budget spent on public libraries was 0.109%, a reducti 
from 0.162% or 32.72% since 1979. The 1987 figure is t 
lowest level of provincial support since 1969. Those : 
the latest data that I have available. 

These percentages show an alarming trend; howev 
they do not present the whole picture. Another way 
expressing this is that in real dollars since 1987 the dir 
provincial payments to library boards have been reduc 
by $4,034,000. That is a reduction in real dollars of 10.8 
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Faced with this loss of support from the province, lo 
libraries would not have been able to serve the informati 
needs of the residents of Ontario if local municipalities I 
not stepped in to cover the shortfall. Since 1979, the c 
of operating public libraries has increased by 135.6 
During this period, the increase of provincial support 
libraries has been only 31.3%, while the municipal supp 
has increased by 170.3%. If you look at exhibit one, it v 
show you the obvious trend that is outlined here. The | 
graph sinks from 10% to 20% over that 10-year peri 
while the municipal bar chart goes from 70% to over 8 
of the total costs of libraries in that same period. 

If this situation continues, the province will no lon; 
be considered a partner with the municipalities in the p 
vision of library service for the residents of Ontat 
Therefore, we recommend that this committee recomme 
to the provincial government that it reaffirm its support 
public libraries by establishing a respectable minim 
level of support expressed as a percentage of the ove 
provincial budget. 

Each public library receives an annual grant from 
Ministry of Culture and Communications. This grant 
based on the number of households in each commun 
These data are provided by the Ministry of Revenue. 
household is defined as any place of two or more roo 
where an individual can sleep and prepare meals. 1 
Ministry of Culture and Communications sets a base 1 
for the grant and multiplies that rate by the number 
households to determine the grant for each library. 

On the surface, this seems like a straightforward p 
cess. However, the formula used to calculate the grant. 





) significant flaws: first, in any given year, the rate of 
-ease to the base per-household figure seldom matches 
rate of inflation; second, the household figure currently 
ng used to calculate the amount of the grant is the num- 
of households for 1988. These two facts mean that the 
act of the provincial grant is constantly being eroded 
the rate of growth in many communities, such as those 
he greater Toronto area, and by the rate of inflation. 

If you would turn to exhibit two, you will see an indi- 
ion of provincial support versus municipal support and 
‘rate of increase in CPI. The consumer price index in 
tario increased by 92.8% from 1979 to 1989. Provincial 
port for public libraries during this period increased by 
y 31%. Over the past two years, the increase in the 
int has been held at 4% per year. This equals a com- 
nded increase of 8.2%. The compounded rate of infla- 
n during the same period is 10.8%, or 31.7% higher than 
, rate of increase in the grant. With these figures, it is 
e wonder that the provincial support for libraries is 
‘ely more than half of what it was 10 years ago. 

The other flaw in the calculation of the per-household 
int is the use of out-of-date household figures. In the 
vn of Ajax—I use that example because I am familiar 
th it—the provincial grant in 1981 had been calculated 
ag the figure of 14,739 households. In fact, by 1990, 
it figure had increased by 24.6% to 18,359 households. 
is discrepancy represents a loss of $28,586 for the Ajax 
blic Library in 1990 alone, and this loss increases each 
ar that the formula uses its out-of-date information. 

If the inadequacies of the formula used to calculate the 
t-household grant are not dealt with, then there is little 
pe that the inequities of this grant will be resolved or 
at the role the province plays in the provision of library 
ice in Ontario will continue to diminish. Therefore, we 
sommend that this committee recommend to the govern- 
nt of Ontario that the base figure for the per-household 
t for public libraries be increased annually by at least 
2 rate of inflation and that this committee recommend to 
2 government of Ontario that the per-household grant be 
Iculated using the most currently available data. 
All of us are well aware that these are recessionary 
nes and that public moneys must be spent carefully and 
isely. History has repeatedly shown us that people turn to 
eir public libraries during times of economic hardship. 
1e public uses the libraries to help cope with problems 
ch as looking for information about new and better jobs, 
quiring information about available social services, 
amning basic skills like reading and effective writing, and 
sing the resources of the library for leisure activities. 

An analysis of the rate of increase in the use of public 
praries in Ontario over the past 10 years clearly supports 
is historical trend of increased library use during eco- 
mic hardship. That is exhibit three in your handout. The 
lerage annual increase in library use was just under 3% 
om 1979 to 1989. However, during the recession of the 
irly 1980s, the average annual increase in library use 
om 1981 through 1983 was 4.51% or 52.4% above the 
yerage for the decade. In 1989 the increase in library use 
viked to 5.23% from 2.35% in 1988. That is an increase 
* 122.6% in one year. These figures indicate that public 
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libraries are an even more valuable resource for the aver- 
age citizen in Ontario during difficult economic times. 

Thank you for giving us this opportunity to speak to 
you today. We hope that you will be able to address the 
concerns of the public library community during your bud- 
get deliberations. If you have any questions, we would be 
happy to answer them. 


Mr Hansen: It is not a question, but is it possible to 
have a copy of the brief that you just read to us? With all 
the figures that were in it, I was unable to copy them 
down. It is to give us a better idea, because with this 
handout the background is very important also. 


Mr Nie: As I stated, Mr Decker has a supply of the 
handouts. He will distribute them. 


Mr Hansen: I did not realize that. Listening to you, I 
have to say I lost an election over a library on a municipal 
level by seven votes because I supported the library and 
some of the councillors of the municipality said that it was 
only more expense on the taxpayer’s back. After the li- 
brary was built, we did win on a referendum vote. Now it 
is a place you would never get rid of. The town really 
appreciates that it went ahead and built it. I know these are 
recession times. I see going up and down that a lot of 
people use it for referencing, different types of jobs and 
study and going back to school. I think it is a very impor- 
tant part of the community. 


Mr Kwinter: I have a question about that 1988-89 
spike. Do you sort of attribute that to the downturn in the 
economy or is there some other reason? 


Mr Nie: I have done a little investigation. The indica- 
tions are, not just in Ontario or Canada, that the use of 
libraries follows the unemployment rate in a geographical 
area. I would attribute that if we look over the next couple 
of years, it will follow that they will be, shall we say, 
heydays for public libraries. The rate of use of libraries 
will go up dramatically. I believe the dramatic increase 
between 1988 and 1989 is just the first year of that. I know 
for a fact among my colleagues and myself that the in- 
crease in 1990 for the library I work for in Ajax was 12%. 
That is three times higher than the rate of increase in 1989. 
I know that in the Etobicoke Public Library their increase 
was 6%, which was double the rate of increase of the 
previous year. 

Ms Kirkpatrick: Ours was 17%. 

Mr Nie: So I anticipate that, yes, people are turning to 
libraries now in view of the development of harder eco- 
nomic times. 

Mr Kwinter: Are those figures on a per capita basis 
or on a global basis? 

Mr Nie: They are the overall percentage increases for 
the total use of circulation figures for libraries in Ontario. 
They are not per capita. They are on absolute figures. 

Mr Kwinter: Do you have correlation? I am thinking 
particularly of a place like Ajax, where the population is 
growing and the use of the library is growing, but the per 
capita use may be down. I do not know that. I am just 
asking, is there any kind of a correlation? 
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Mr Nie: I do have the figures for Ajax, not for the 
province. Our per capita use increased at a rate four times 
that of the growth of the community in 1989. I have to 
qualify that. I came to Ajax in 1989. The rate of increase in 
1990 did go up at a rate four times that of the growth of the 
community of that year. 


Mr Sutherland: You have talked about operating 
grants here. I want to talk about the state of libraries, their 
physical state in terms of buildings. I know in my commu- 
nity there are a couple that are still operating due to the 
generous donation of the Carnegie Foundation way back in 
the beginning. 

Ms Kirkpatrick: In 1902. 


Mr Sutherland: Yes, at the beginning of the century. I 
am just wondering if you could comment on the overall 
state of medium-sized libraries and their actual facilities. 
Are a good portion of them very outdated or do we have a 
lot of modern ones? Have we been able to keep up that 
way? 
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Ms Kirkpatrick: I am still operating out of the 1902 
building and probably will be for the next 25 years, I think. 
I would say in general terms that the majority of public 
libraries in the medium-sized range are out of their Carne- 
gie libraries and into more modern facilities, although now 
a lot of those buildings were done in the 1950s and 1960s 
and they are now looking at new capital expenditures on 
them. 


Mr Nie: May I raise one point on that? The figures I 
quoted in the document include operating and capital ex- 
penses. About five or six years ago, they changed the re- 
porting formula. What they did is include base grants plus 
special grants. So they are there. 

The ministry, over the last probably five or six years, 
has provided funding at the rate of about $1 million or a 
little more than that a year for capital development in li- 
braries. So there have been a number of building projects. 
I know when I worked at the King library we constructed a 
new library and one third of the funding came from the 
province. But the library I work in now is in a building that 
has not received any renovation or addition since 1975. At 
that time the population in Ajax was around 20,000. It is 
now over 50,000. We are at one half the ratio of people to 
square-foot ratio, which is 0.6. We are at half the ratio of 
that and do not anticipate any capital development of our 
library over the next three or four years. 


Mr Sutherland: Since you mentioned most of the 
libraries seem to be from the 1950s and 1960s, I am won- 
dering about ventilation and those things in terms of keep- 
ing the books in proper form. 


Ms Kirkpatrick: Preservation. 


Mr Sutherland: Preservation of books, if you care to 
comment on that. 


Ms Kirkpatrick: That is obviously a serious concern 
for all libraries and librarians, primarily because the paper 
that books are printed on is of very poor quality and does 
not lend itself to adequate preservation, right off the bat. I 
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do not know of any library in Ontario right now that is r 
air-conditioned. Do you, Geoff? | 


Mr Nie: Oh, yes. i 


Ms Kirkpatrick: Of a medium-sized nature. I ka 
smaller ones are— 


Mr Nie: I know those ones as well. | 


Ms Kirkpatrick: But yes, that is a concern. Ai 
building that is now touched has to meet the building & 
requirements. Certain things are built in which make t 
preservation issue a lot easier to deal with. I come fr 
Perth county and we have a number of Carnegie ibrar 
still operating in the county which have not had any maj 
renovations. They have window air-conditioners. TI 
does not provide adequate humidity control or temperatu 
control for materials—or for the staff, I might add. 


Mr Nie: One of the platforms of the public librarie 
strategic plan does raise the issue of the need for preser 
tion for collections. 


Ms Kirkpatrick: And the need for adequate buil 
ings. 

Mr White: I am wondering, in terms of a number 
information services which have not been traditional 
brary services, if there has been special funding or does 
just come out of your base budget? I am talking here o 
range of computer services, video, those kinds of thin 
which we, in our 1990s and going into the 21st centu 
will need in all of our communities as part of our inforn 
tion technology. I am wondering, does funding for inno\ 
tive programming in those areas which would allow t 
general public access to those kinds of information tec 
nologies come out of your base funding? 


Mr Nie: In a single word, yes. There are occasional 
although not at the present time, special grants that < 
available. If you watch them and you happen to be dev 
oping your services along the appropriate line, you may 
able to receive some funding. But basically, they are or 
grants for startup. Then it is the responsibility of the libre 
to maintain and develop that service further. 

In the Ajax library, we are now introducing video ¢ 
lections for the multicultural community. We are introdt 
ing popular music on tape and compact disc and t 
increase of these services is directly related to our be 
budget. 


Mr White: Those additional services or additional 
formation technologies would in fact be much more € 
pensive than the traditional ones. 


Mr Nie: I do not think that can be supported. I thi 
they are comparable costs and as they become more co: 
mon technologies they are coming down. It was true tl 
when you were dealing with videos five or six years aj 
when I introduced them at the King library they cost 
average anywhere from $80 and up, but the cost now ¢ 
come down to around $25 to $40, unless you are getti 
into the more elaborate productions or you are requirin; 
public lending rate licence with your purchase. That mak 
them very expensive and they can be several hundred d 
lars a title. 
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Ms Kirkpatrick: I think that for libraries looking at 
new forms of technology for storing and retrieving 
ormation, the big difficulty is the hardware costs to start 
Once you have the appropriate machinery in place to 
these, the subscriptions are now running comparable 
print as CD-ROM technology. For example, we have 
nd at our library that we have just bought Books in 
nt on compact disc as opposed to the print version. We 
get an update three times a year and it is only going to 
it us another $100 a year. So the prices of the products 
selves are running more or less similarly, but the big 
iblem for libraries is acquiring the hardware and then 
ying the communication costs to keep it running. That 
comes out of our operating budgets. 

The Chair: Are there any other questions? Seeing 
ne, thank you for your presentation. It was very well 
ne. 











HOME SHARING PROGRAMS 

The Chair: Our next presentation is the VON home 
wring: Beryl Stephen, co-ordinator, and Harry Grant. 
yuld you like to proceed? 

| Mr Grant: I have very little to say. My name is Harry 
ant. I am the chairman of this committee. I am also on 
» board of the Victorian Order of Nurses in Hamilton. 
ir constitution calls for us to always have a VON chair- 
in on any committee we look after. I am going to let 
tyl say everything today. She has it all written down and 
idy for you. If there is anything I can give you from a 
N point of view, I certainly would be happy to. Inci- 
tally I think we are the only VON in Ontario that sup- 
tts this particular committee in Hamilton and I would 
e to say that Beryl is also representing all these committees 
Ontario. 









: Ms Stephen: I am the co-ordinator of the VON home 
aring program but I am speaking on behalf of all 17 home 
4s programs in Ontario. Some of the co-ordinators are 
assent here and one consumer is here as well. I would like 
point them out. They are this gang here. If you want to 
ow where they are from, there might be people from 
ur constituencies. I would like them to give their names 
d where they are from if that is permitted. 

The Chair: How do we do that? 

Ms Stephen: I am sorry. I do not know all their 
mes. We have just got together. Usually we are in our 
mm communities and we see each other very rarely. 

The Chair: Perhaps they could tell you their names 
d you could speak into the mike. 

Ms Stephen: Susan Nwosu, North York Housing 
mnection; Ali Zahedi, East York and Flemingdon hous- 
g registry; I know Christine Chun from Scarborough 
using Assistance and Placement Education for Singles; 
a Salmon and Bev Goodman from Niagara; Andraya 
bppe from Waterloo region; Angela Covert from York 
bmmunity Services; and Lois Parker, an 86-year-old 
me seeker—successful. She lives with a 92-year-old. 
ley needed very little help from me. Just a little bit of 
yaching and they wanted to know what they should be 
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talking about and I gave them a written agreement and that 
is all the time they took. So I invited her on to my committee. 
She has been very helpful. 

We came here today to speak with one voice as co- 
ordinators because we have some things we would like to 
speak about. I am pretty well following this text. In case 
everyone did not know what home sharing is, I brought a 
generic brochure from the ministry. They were very kind 
to give us a lot. Then I brought a pack of client profiles of 
what the program actually does, and that article by Mi- 
chele Landsberg is a very good example of what happens 
here in Toronto. Then I have brought some letters of sup- 
port. That is the third thing. 

I brought excerpts out of a very recent biennial report. I 
just finished it the end of December. Table 1 especially 
shows you the type of people we deal with: the special 
needs client, frail elderly, mentally and physically disabled 
people, people who are visibly in minorities because of the 
colour of their skin basically, family violence survivors 
and one-parent families. That is what my agency does. 
Other agencies deal with homeless people off the street, 
people living in the Don Valley. They find places for them 
to live. 

The last piece in your package is an idea for the future 
which has to do with the direction that I see this new 
government going in and I would like committee members 
to read it. 

First of all, we would like to endorse the new policies 
and directions that we see the new government going in. 
We understand and sympathize with your government’s 
unexpected inheritance of a $2.5-billion deficit. We ap- 
plaud your efforts to date. As taxpayers, we are encour- 
aged by your intention to significantly reduce this deficit 
in spite of a recession. 

As housing workers, we are impressed with your ef- 
forts to introduce needed changes in the court system, pay 
equity, the welfare system, health care and the myriad of 
essential social and employment services. It is even more 
encouraging to read that the Premier’s councils on health 
and economics are taking new directions. A council on 
health, wellbeing and social justice and a council on eco- 
nomics and quality of life sounds like a comprehensive 
attempt at integration of policies. 

Creating such linkages logically leads to more effective 
and efficient services. This is good news for home sharing 
co-ordinators across the province as we attempt to negoti- 
ate and facilitate adequate social and economic conditions 
in shared housing arrangements at the grass-roots level. 

Now I would like to tell you the goals and objectives of 
the home sharing program as mandated by the Ministry of 
Housing. Home Sharing programs have been established 
to screen and match those 18 years or older who are inter- 
ested in shared accommodation as a safe, affordable alter- 
native. Many programs focus on the needs of seniors, that 
is, people 55 years or older and concentrate on inter- 
generational matches. 

Home sharing programs have four main objectives: 
to provide an alternative for individuals seeking safe 
and affordable housing; to enable seniors to consider liv- 
ing independently within their own homes and 
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neighbourhoods; to reduce social isolation experienced by 
both sets of clients by creating opportunities for increased 
companionship and security; to intensify and preserve the 
existing housing stock in a unique way. 

In short, home sharing is a means of fostering indepen- 
dence, self-determination and autonomy in the lives of 
many who have been forced to live in socially and eco- 
nomically restrictive circumstances. 

The history of home sharing: 

Home sharing programs have been formal organiza- 
tions in North America for over 20 years. Home sharing 
has had a national profile in Canada for at least 11 years. 
In Ontario, the Niagara region is the pioneer. In 1985, the 
Ontario Ministry of Housing began to co-fund programs 
with the regional government through 75 to 25 cost-shar- 
ing arrangements. In the past six years, this partnership has 
worked very well. Presently there are 17 programs grow- 
ing. There are not any that are not growing and meeting 
the social, economic and housing needs of a wide variety 
of Ontarians. We have special-needs clients and then just 
ordinary people who, because of the recession, feel the 
crunch and want to move to a more affordable space and 
are willing to share their accommodation. That is why our 
waiting lists are growing and growing. 

In fact, the Ontario model of home sharing is interna- 
tionally recognized for its effectiveness, cost-efficiency 
and innovations. In 1990, the majority of matches across 
the province involve special-needs clients. According to 
statistics recently compiled on 12 of the 17 programs, 44.7% 
or 265 matches kept seniors out of non-profit senior housing 
units, and 16.8% or 99 matches kept mentally and physically 
challenged home sharers in the community off the street, out 
of hostels, out of emergency rooms and hospital beds, nurs- 
ing homes, homes for the aged and rest homes—that is out of 
institutions, preventive institutionalization. 

On the other hand, 28.3% or 168 matches enabled 
home sharers to come out of institutions, either out of rest 
homes or hospitals. In Hamilton I am able to take people 
right out of hospital even though they are facing nursing 
home placements. The total number of matches made in 
1990 was 839. In addition, two programs—SHAPES, the 
Scarborough Housing Assistance and Placement Education 
for Singles, which is Christine’s and mine, and the Victor- 
ian Order of Nurses home sharing—deal with significant 
numbers of new immigrants and multicultural groups 
while others are able to match the survivors of family 
violence. I do that too. 
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Although the actual numbers are relatively small, the 
Ministry of Housing’s share of $50,000 per program—that 
is all it costs the provincial government—is $50,000 into 
the communities. The communities pick up the rest and are 
very glad to do it because these programs are essential for 
the services that already exist. By injecting that $50,000 in 
each of these communities, there is a large multiplier effect 
in other ministries such as Health, Community and Social 
Services, and Citizenship, and for human rights, the dis- 
abled, seniors, race relations and the new division of com- 
munity health and support services. 


Also, there are many other effects that are hard to m 
sure but that are very significant, such as the reduced str 
upon family care givers, the reduced stress 
neighbourhoods. The police are not called as often, the 
department is not running down the street because so: 
little old lady pressed the button or called 911 when 
did not have to or called other informal support syste 
This is significant. I am not being facetious here. T 
really happens a lot. 

The cost to the government: 

Now I am going to tell you what this $50,000 | 
community would cost if it were withdrawn. The cost 
the government to build one non-profit housing unit 
$10,000. We know that is a conservative figure, but we 
not want to inflate the value. A hospital bed costs o' 
$400 a day. A nursing home bed or home-for-the-aged t 
ranges from $745 to $1,100 per month. A bed in a hos 
costs $24 a day in subsidies. I am only talking about sut 
dies here. Beds in women’s shelters and second-level loc 
ing homes are up to $31 a day. Simple arithmetic quicl 
shows how millions of dollars are saved by spending | 
$900,000 across the province. 

Our concerns: 

The reason we are here and not interviewing our clie 
today is that in mid-January the majority of the Onta 
home sharing co-ordinators were told by a senior Minis 
of Housing official that there would be $40 milli 
trimmed from base-funded programs within the minist 
According to the official, the home sharing program Vv 
one of the most vulnerable programs because they hi 
always existed on the surpluses. They have never beco 
base-funded and so if there are no surpluses, what happ« 
to us? This is what our question is. We were also told t 
the final decision by the Management Board will be mé 
the end of January. Today is 28 January, therefore we. 
here asking what is going to happen to this very effect 
program, this innovation. 

We have not been able to get an answer from the m 
istry. We want an answer from the ministry because « 
clients are getting upset because we are not sure what 
should be doing. We decided last week to form a lob 
That seemed to be the most effective thing to do so tha 
what we did. As stated previously, we are not questioni 
the necessity of cuts or tough decisions. We applaud y 
for certain cuts and tough decisions but we are sayi 
please save this program because of all the benefits it | 
in other ministries. The confusion we have is that given’ 
NDP’s grass-roots style and philosophy of helping ° 
most needy, we are confused by the potential eliminati 
of a program which effectively serves such groups, to : 
nothing of the frail elderly and the working poor seeking sé 
affordable living arrangements within the community. 

Living with this cloud of uncertainty affects the ve 
essence of our matching service, which is built on a tru 
ing relationship established with matched and potential « 
ents. At the moment we cannot provide that trust with ¢ 
degree of certainty or confidence. The demand for serv 
is ever increasing as the news of our successful matcl 
become public. There is great concern on the part of | 
needy in the community and among their service provide 
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e example is, when a case manager from the Hamilton 
ygram for schizophrenia called me last Thursday, I told 
a I could not take his referral because I was organizing 
s. | informed him of our predicament. I did not ask him; 
ist told him I could not take his referral. 

Within an hour I had a letter of support within my 
a It was not faxed, it was hand-delivered. It was written 
the clinical and executive director of that program be- 
ise I am able to match and place schizophrenics and 
ysically disabled people. They are the people who need 
ot of help. That is not all I do; it is very broad, what I do, 
‘if our program goes, where are they going to live? 

We have a solution. We have told you the problems 
d we know we can run an effective service within the 
ssent guidelines. We are only asking to be saved from 
s $40-million trimming. That is all we are asking, to be 
ed from the trimming. Many of us have ideas on how to 
en our service on the existing resources. We all have 
any ideas and we would be willing to sit down and talk 
th you or the ministry at any time about these ideas. 
Some of the ideas are found in the conclusion section 
this. Andraya has ideas, Christine has ideas, we all have 
od ideas to do with what we have now. This document 
uich was submitted to the health innovation fund com- 
ittee is an idea for the future which builds on the con- 
pt, which provides jobs. This document provides jobs 
dalso takes people out of hospitals. We will only deal 
th home providers who are in hospital awaiting nursing 
me placement and then we will deal with people who 
ant to be paid care givers. So that is a future idea. We 
ve our ideas. We are willing to sit down amd talk about 
2m any time. 

_ However, I want you to know that our present re- 
urces are very, very stretched. Basically, we want to 
ing on at a provincial level until broader evaluation cri- 
tia and a different unit of analysis can be applied to take 
to account a more realistic cost-benefit analysis, because 
zht now it is just directed at housing when it should be 
uch broader. The Ministry of Housing is paying for all 
ese benefits, but we cannot do them all adequately be- 
Juse we need actually every one. 

The home sharing program in its present form has 
uch to contribute to the social housing needs of the rap- 
ly growing aging population and the increasing numbers 
‘new immigrants. However, piggyback funding to ex- 
ind this vital and innovative service to special needs cli- 
its is a future consideration. It is not what we want now. 
'e are just saying it is something that we should consider 
the future. 

We have two recommendations that we would hope, 
© would urge you to recommend to the Legislature. They 
€ pretty simple. Because of its proven effectiveness, 
idespread social benefits and cost efficiency we urge this 
mmittee, the finance committee, to recommend the pro- 
psed $900,000 be found somewhere in the 1991-92 Min- 
iry of Housing budget for all 17 programs. Second, we 
hge this committee to recommend that broader evaluation 
iteria and a different unit of analysis, such as “registered 
ient,” be considered so that the wide-ranging social bene- 
's can be partially captured. You cannot capture them all 


















































but we can partially capture them that way, in an equitable 
way. 

In conclusion, I would like to thank you for your time 
and consideration. We look forward to a written response 
from the Ministry of Housing about this urgent matter as 
soon as possible. 


Mrs Sullivan: We have had another presentation be- 
fore the committee from a home sharing organization in 
Toronto and it was a very interesting one. I want to say at 
the outset that I see in your brief that you are very encour- 
aged by the new government and I am glad to see you are. 
I do not belong to the party of the new government and I 
want to underline the fact that it was the old government 
that began this home sharing program. 
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Ms Stephen: We understand that. 


Mrs Sullivan: You are looking for $900,000 in base 
funding. 


Ms Stephen: No, we are looking for $900,000— 


Mrs Sullivan: Let’s talk about $1 million. Where else 
are you applying? I see that you have applied to the inno- 
vation fund for about $200,000. Are you going elsewhere 
as well and did the home share organizations receive 
money from other sources besides the Ministry of Housing? 


Ms Stephen: We have to go after the other 25% our- 
selves and that basically comes from the region. This 
house innovation is just an idea from my local agency. It 
has nothing to do with the other 16 programs. We have 
tried. We are severely understaffed and this was an attempt 
to get increased staff and now we find not only are we 
severely understaffed but we are in jeopardy. We might be 
all gone and the service will be gone to the communities. 
At a regional level, regions are very supportive, but they 
are all on zero-based budgets and so we can get the 25%, 
but it is contingent upon getting the 75% from the prov- 
ince. That is why we came here. 


Mrs Sullivan: I understand that. What I am asking 
though—in the past you received funding from other 
sources in the provincial government as well, comparable 
to the special application that you have made to the inno- 
vation fund—did you not receive funding through Com- 
munity and Social Services at one time? 


Ms Stephen: No, Niagara did in one way, but it is a 
very small amount. It was part of the 25% of the regional 
share. It is not the 75% from the province, so to speak. 
What we are told is that under the present rules you cannot 
have piggyback funding. You cannot get funding from one 
ministry and another ministry; they will not let you do that. 
It should be done in the Community and Social Services— 
I am part of another group and we applied for the program 
money to Community and Social Services and the housing 
money from the Ministry of Housing. The problem with 
us, home sharing, is that we do not have buildings. We are 
not bricks and mortar. We are social housing so we are 
kind of an anomaly, but as long as we have Ministry of 
Housing funding we cannot go to the Ministry of Commu- 
nity and Social Services. 
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Mrs Sullivan: Has the VON in Ontario taken this as 
one of the issues that it is seeking funding for generally? 

Ms Stephen: I am not speaking on behalf of them. I 
have nothing to do with them. I am at a local branch. I am 
from Hamilton. 


Mrs Sullivan: I understand that. Have you met with 
the Minister of Housing or people on his staff? 


Ms Stephen: We have tried to get an appointment, but 
it takes three weeks. We have mounted a letter-writing 
campaign and we have alerted—we just knew this. We 
found out informally and first of all it took a week to 
convince our agencies that this was true because this is just 
a shocking matter, and then last week we started getting 
letters going. We have not talked directly to the minister. 
Some people have talked close to the minister, but not— 


Mrs Sullivan: Have you met with- the regional office 
of the Ministry of Housing in your area? 


Ms Stephen: Not yet. I mean, we thought we had to 
get right to the source of it first. We are willing to do 
whatever it takes, but when you are told that in two weeks 
the decision is being made and you are probably going to 
be eliminated, you want to go right to the source because 
bureaucracies are kind of slow and we might be out in the 
cold. It is not us; it is not the workers; it is our clients, 
because who is going to advocate for them when we are 
gone? No one. 


Mr Phillips: Well, a government that will listen to 
people and respond to their needs—the throne speech. But 
just a couple of comments; one is, I guess, on the good 
news side. In your brief you say you recognize they inher- 
ited a deficit of $2.5 billion. I think that the news may be 
better than you are aware. I am not sure they inherited a 
deficit now of $2.5 billion, so as we look at the numbers it 
may be encouraging news to you. 

I guess my comment, though, would be that I am quite 
familiar with SHAPES. It is a good organization. For those 
who are familiar with the organization, it takes a long 
while to build up that network because, first, you have to 
find a lot of people who have the facilities they want to 
rent. Then you have to find the people who want to rent. It 
is kind of a networking thing, which, as you say, is not 
bricks and mortar. SHAPES, I guess, came out of the 
Agincourt community services. I was around at the start of 
1970, I think, when about five people started that. It 
emerged out of that. 

I agree with you. If your funding is cut off, it takes a 
long while to re-establish that. Also, I believe these are the 
kinds of organizations we are going to look to in the future 
because they are kind of self-help, the things that are 
quite—I hate the term—cost-effective. 


Ms Stephen: It is a private solution. 


Mr Phillips: I think as we look ahead there are going 
to be more and more needs. I think you are at the right 
place with the sound of desperation in your voice because 
you think it may happen in the next couple of days. 


Ms Stephen: We have no assurance that it will not. 


Mr Phillips: If I can speak from personal experience 
with one of the 17 groups that cover all of Scarborough, it 
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is a very cost-effective organization whose needs 
grow in the future. The challenge for this committee is t 
we are trying to look at a longer-term budget, and you | 
facing a perceived crisis in the next few days, whether 
not it is real. I could speak as one who will not be able 
have a huge influence on them, but they are listening an 
hope they respond to it. 

The last thing I would say is that I am surprised we hi 
not seen the Victorian Order of Nurses here as a total orga 
zation, because I think it also has some fairly significant— 


Ms Stephen: Maybe next week. 


Mr Phillips: Maybe next week? I support your thi 
and say you may have better news than you realize, | 
cause they may not have inherited a $2.5-billion defici 
hope they can handle things for you over the next f 
weeks. | 


Mr Malkowski: Thank you for your presentation. 
has given us a lot of information. But I would like a lit 
clarification. You say there would be a trim of $40 milli 
Is that through the Ministry of Housing? 


Ms Stephen: Yes. 


Mr Malkowski: Can you explain where you got t 
information? You said a senior administrator. How did y 
come about that? 


Ms Stephen: The Toronto co-ordinators meet or 
quarterly basis and the ministry officials come. The “ 
ronto people have known about this potential eliminati 
or have seen the signs of it, since at least Decemt 
maybe November. The Toronto people had to write a let 
They might not have had any more funding come | Jas 
ary, but they wrote a letter 15 December and got assurat 
that they have funding until the end of March, and we 
have funding until the end of March. 

Then there was a meeting I think about 17 January 
Toronto and this is where a senior official came and told 
specifically about the cuts and the conundrum that tl 
were in. He said, ““We’re not choosing between buyin; 
truck and cutting you guys.” It was between seniors’ ho 
ing and home sharing. But the problem is that we ar 
project that has been living on the surplus, so if there i 
major cut like that in the base-funded programs, it j 
seems like it is clear: You are not there any more. He s 
that the decisions would be made by the end of January 
very shortly after that. 


Mr Hansen: I met with Betty, I believe—I cannot 
member her last name—from home sharing here in “ 
ronto and I assured her that I would write a letter to | 
minister to find out. I did not have as much informati 
then as I have here now in front of me. 

The other thing too, and maybe Betty misled us, is t 
there were 800 brought together in a year. Is that in a y 
or altogether in the program? She had me believe it v 
839 matches altogether, but that is only in one year. 
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Ms Stephen: Yes, that is all programs. We are back 
1990. There are many ways, as of course you know, 
count statistics. We were counting them in a fiscal year, | 
all of a sudden now we are counting them in the calen 


r. So we found out how many were in the calendar 
r, and that is 839. That may sound a small number, but 
tipple effect in communities, such as what happened to 
s back there. She was not a direct match, but she found 
that we were doing this and could give her some ad- 
e and she went off and did it herself. So that is a very 
jleading thing. That is why we would like to be count- 
registered clients instead. 


Mr Hansen: You could actually double that figure, 
ause that is only one half of the match. 


Ms Stephen: Right, that is only one half. 


Mr Hansen: So there are 1,600, close to 1,700 in- 
ved in the match in one year. 


Ms Stephen: Well, actually, many of the matches in- 
ve more than three people. I match whole families, 
ilies of three or couples and their mothers and their 
dren, so that is a very misleading figure. That is one of 
problems that we face when it comes to cost-benefit 
lysis. 

Mr Hansen: One thing I have to say. I met with the 
agara district health council, and I was talking to Doug 
pelje, and I was very pleased that it is pioneered out of 
t area. Doug has done a lot of things in this particular 
a, and I know that he supports it. He lobbied that partic- 
ir day, and I know there were four other MPPs from the 
agara area. We are going to be talking to the minister to 
id out why this funding is stopping. 

Ms Stephen: Well, we still need a written response, 
cause the problem is that we do not know what to do 
th our clients. I have over 200 clients. When the phone 
gs I am not sure whether I should be making an ap- 
‘intment, taking any new ones or just dealing with my 
ssent ones and finding somebody, a case manager, who 
look after them in one way or another. So we need to 
‘ow very soon. We cannot be sitting here waiting for 
other month or two not knowing. 


Mr Hansen: Okay. I can say my assistant here in To- 
ato has already contacted David Cooke on this. I just 
ve not got a reply back yet. 


Mr Phillips: You actually spoke to him? 
Mr Hansen: No, his office. 
Ms Stephen: Thank you very much. 


Mr White: I just wanted to comment briefly about a 
uple of things. One, obviously the nature of the program 
an excellent one, very innovative. I think we got lost a 
tle bit in terms of the immediate short-term difficulty, 
nich I am sure is a bureaucratic mixup which perhaps the 
itliamentary assistant to the Minister of Housing could 
ke back to her minister. Two, the need for this kind of 
Ogram, not simply to secure funding but also to be a 
able program throughout the province. I do not have 
ch a program in my area. It is obviously a very valuable 
ogram, particularly for, say, abused women in rural areas 
here there is not an institutional setting, nor is it appro- 
late for there to be one. 

So I guess what I am struck with is the difference 
tween the overall program, its merit, how it would fit in 
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in an innovative way into communities and the immediate 
threat that seems to hang over you. 


Ms Stephen: We are facing an immediate threat. 


Mr White: I think that has sort of distracted us a bit 
from the overall value of your program, and I am sure that 
the Minister of Housing will look into that temporary, 
short-term problem there. Thank you. 


Mr Kwinter: I just want to sound a note of caution. I 
got the sense of urgency in your presentation, and I just 
wanted to make sure that you did not think that this partic- 
ular committee was in a position to do anything about it— 


Ms Stephen: We understand that. 


Mr Kwinter: —and that what you really have to do is 
to pursue the minister now, the ministry and anyone else 
that you can get to do it. We are having pre-budget consul- 
tation meetings. We are listening to you. We will be mak- 
ing recommendations. Whether the Treasurer or the 
government decides to implement any of our recommen- 
dations is up to them. If you are of the impression that by 
coming here you are coming to the source and we are 
going to resolve your problems, I just want to make sure 
that is understood. 


Ms Stephen: I understand that, but this is a public 
forum, and this was the only public forum we could get to 
this week. 


Mr Kwinter: I think it is great. In your presentation, I 
got the impression that you were looking to us to respond 
immediately and resolve your problem. We are not capable 
of doing that. 

Ms Stephen: I understand that. But I understand that 
you make recommendations to the Legislature as a whole, 
so I thought it was appropriate to come and speak. Some 
of the matches are very beautiful stories. The Michele 
Landsberg one is. The top one on this one is between an 
elderly lady with panic disorder who was recently wid- 
owed and who was borderline anorexic before her last 
home-sharer came. He was a young man. He cooked. He 
fed her up so that she gained 20 pounds just in time to now 
console him because he is Iranian and he is very concerned 
with the Middle East war. 

The roles have changed; the tables have turned. She is 
consoling him now. That is a very beautiful thing and that 
is what can happen in these matches. I have a match be- 
tween a physically disabled man and a schizophrenic. One 
is not able to physically cook, but he can read the recipe 
and the other guy just gets a little bit of reassurance and he 
can put the things in the pan. Those guys are going to be 
together for years. So this is what we are talking about 
losing. Should not do it. 

Ms M. Ward: Some of my questions have been an- 
swered. You have never had assured funding? 


Ms Stephen: No. We have been living on project 
funding. It is time to base fund us. 


Ms M. Ward: So every year you would have been 
wondering if it was coming forward. 
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Ms Stephen: We only had assurance that we would 
have project money for two years. The third year was how 
well we did in our match quotas. We work on a quota 
system, a minimum of 35 a year. If you do not make your 
35, then there is a real evaluation as to whether you get 
funding for the third year. That is the wrong way, but that 
is what we have been living under. 


Ms M. Ward: Thirty-five matches? 


Ms Stephen: A year. But Christine sits there and does 
200 a year. 

Ms M. Ward: The other point has been brought up 
about the other contacts that you make, people coming to 
you with what appears to be a housing problem. People I 
have talked to who are working in it say you are very often 
dealing with other problems too which you may refer. 

Ms Stephen: Not always. It is your definition of hous- 
ing. Before you ever get to what kind of housing you are 
going to have, you have to find out what are the operating 
factors in the person’s life. It takes an hour to find that out. 
Sometimes you have to do a little bit of advocating for 
them and what not. You try not to do too much; teach them 
how to do it for themselves. But yes, there is a large coun- 
selling component in it, but the Ministry of Housing calls 
that a soft service. That is not a hard service. 

Ms M. Ward: These statistics are only the matches, 
not the number of people who contact you or walk into 
your Offices. 

Ms Stephen: That is right. If you want that, we have 
it. We have that information. 

Mr Hansen: I agree with Mr Kwinter there. This 
committee is listening to the needs of the different groups 
out there. I was speaking as an MPP from the Niagara 
area, I hope you understand. 

Ms Stephen: Yes, I do. Thank you very much. 

The Chair: Thank you for your presentation. 

Ms Stephen: Thank you for listening. 


ONTARIO FEDERATION OF AGRICULTURE 


The Chair: Our next presentation is the Ontario Fed- 
eration of Agriculture; Roger George, president, Bill 
Weaver, second vice-president. I notice there are more than 
two, so perhaps you could introduce the rest of the mem- 
bers on the panel. 


Mr George: Along with second vice-president Bill 
Weaver, I have on my right our executive director Carl 
Sulliman, and on my extreme left, manager of research 
and policy development Cecil Bradley. They will be with 
us on any technical issues today. I am Roger George, the 
new president of the OFA. Along with my wife, I have a 
livestock and grain operation in Nipissing district. Bill, do 
you want to tell them about yourself? 

Mr Weaver: I was newly elected. I am second vice- 
president of the federation in hog and egg operation in 
Kent county. So you have real, live farmers in front of you 
this morning. 

Mr George: We have circulated to the committee a 
brief, which we do not intend to go through in detail but it 
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will serve you as backup material. We are pleased to 
here in these consultations before members of all thr 
parties in the Legislature to hopefully explain to you sor 
of the circumstances that farmers find themselves in as 
move into a new financial year in Ontario agriculture ‘ 
as indeed the provincial government is formulating its 
nancial policy for the next while. | 

I do want to touch on three major issues you will s 
on the inside page called the introduction. We intend to 
briefly on farm credit issues, the whole issue of grains a 
oilseeds stabilization, and a little bit on rural development. | 

But before I get into those, I kind of just want to gi 
you a little bit of an analogy. I almost feel like Oliver Tw 
here today. I did see the movie Oliver over Christr 
again and I thought it had some sort of appeal to farm 
because here we are again coming back and sayir 
“Please, sir, I want some more.” I am quite sure that ma 
newly elected members of the Legislature, particula: 
those who have no great experience of our industry, will 
thinking about, you know, the government is going to 
moving very shortly to give cabinet approval, we hope, 
a new grains and oilseeds stabilization plan which we c 
GRIP. This is short for gross revenue insurance pk 
which is part of a new national program that our organi: 
tion and many others have been working on for the last 
months. This will indeed put some stability into a sector 
the industry that has been very hard hit. 

But that is not the end of the story. The agricultu 
industry is going through some tremendous changes. ' 
have also got some tremendous impacts affecting us, p 
ticularly in the whole issue of credit and interest rates. C 
industry is very susceptible, probably more so than mc 
to high interest rates. Inasmuch as by and large we ¢ 
price-takers rather than price-makers, we do not in ma 
sectors have the ability to crank up our returns to off 
ever-increasing input costs, of which interest rates are 
major factor—$4.6 billion is the amount of farm debt 
Ontario farms today, which is only down about $500 n 
lion from its historic high of a few years ago. 

We also want to explain to you, or try to explain 
you, the importance of our industry in the economy 
rural Ontario—not just rural Ontario but Ontario, peri 
While agriculture’s gross is something in excess of $5 | 
lion direct prime input generated, the total spinoff effect 
the provincial economy is in excess of $40 billion. T 
includes the food-processing sector and all the differ 
manufacturing jobs that farmers directly or indirec 
cause to happen with their activities, and that is $40 bill 
and tens and tens of thousands of jobs which hinge direc 
or indirectly on the wellbeing of a good, prime agricultu 
industry. 
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I think in Ontario from time to time we tend to take 
granted the farm sector. With Ontario being such a dive 
economy, I think that farming tends to get forgotten fr 
time to time, especially among the urban sector. Really, 
have to ask the question, what does urban Ontario wa 
Well, they want adequate supplies of safe, affordable fo 
and that, Mr Chairman, is what Ontario farmers have git 
their urban cousins and in fact everyone in the province 


last 100 years—adequate supplies of safe, affordable 
xd. By and large, I think that is taken for granted, and we 
inot afford to take that for granted because of the eco- 
mic situation in agriculture. Many farmers are for the 
st time really reconsidering their position as having a 
ble future in this industry. I do not think that the Ontario 
vernment can take farming for granted for ever and ever. 
‘I would hate to be in the position of a future govern- 
nt that has to pick up the pieces if indeed we lose much 
re of this sector. It is going to be a lot easier to keep it 
ing through difficult times than it will be to pick up the 
‘ces down the road once the wheels have fallen off the 
t. So I hope when you are making your recommenda- 
ns to government and to your caucuses that you do take 
0 consideration and investigate the importance of this 
ustry and try to understand the importance of this in- 
istry in the general economy. 

| On the issue of farm credit, you will see that we have 
ached a brief that we made to Pat Hayes’s committee, 
hich went around the province before Christmas investi- 
ting and consulting with farmers on the issue of farm 
sdit. It goes into fairly exhaustive detail on giving the 
fe of the Ontario situation out there in agriculture—as | 
y, $4.6 billion in debt. We put in some technical informa- 
« on all those things that you may be interested in. 

I just want to hit the general high spots here and say 
ez Ontario Federation of Agriculture, along with 














any other farm groups, is going to be asking our Minister 
‘Agriculture and Food and the Treasurer and the provin- 
al cabinet when we meet with them in April to introduce 
long-term credit plan in Ontario. We understand that it 
ay take another year of study and development to put in 
ace that type of sustainable long-term credit for Ontario 
ers. 

In the interim we shall be asking for an interest rebate 
‘ogram, probably specifically targeted to those farmers in 
e most need of it. For certainly four out of the last five 
vars, we have had interest rebate programs of one form or 
1other, and by and large they have been highly successful 
dealing with this problem, but on an ad hoc basis. The 
FA believes that the time has come for Ontario farmers 
‘have the surety of having a long-term farm credit pro- 
‘am that they can depend on, just the same as is available 
i most of our competing major agricultural provinces, 
amely, Alberta, Saskatchewan and Quebec, where the 
rovincial governments give preferential lending rates on a 
mg-term basis to their farmers. 

_ Clearly, it puts Ontario farmers at a disadvantaged posi- 
on and the responsibility for that, we have always felt in 
mtario, has fallen to the federal government. That is why 
intario has kept out of that, but the federal government 
as clearly been neglectful in its duties. The federal Farm 
jredit Corp has fallen away as being a prime and mean- 
igful lender of long-term credit to farmers. If the federal 
overnment is not interested any more in that, and we do 
jot see too many signs that it is, then I think this province 
as no option other than to get back into the long-term 
redit business. But as I say, that is going to take some 
me to develop. In the meantime, we are going to be 
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pressing our minister and our Treasurer to come up with an 
interim program for 1991. 

The second point I want to make briefly is on this 
whole issue of grains and oilseed stabilization. As I men- 
tioned before, we are very close to getting cabinet approval 
for the GRIP program, the gross revenue insurance plan. 
That will indeed give a base price to cash crop farmers. I 
do not want to get into the technical details of that. We 
think it is going to be a beneficial program. It is not going 
to be cheap. On a national basis, the premiums are going to 
total about $1.6 billion. That is for all three parties. It is a 
tripartite program and the agreement at the national level is 
that the federal government will pay 42% of the premiums, 
farmers will pay 33% of the premiums and the provincial 
government 25% of those premiums, so there is going to 
be a cost to the provincial government in that respect. 

Also, the second portion of the plan, and it is a two- 
pronged plan, is called NISA or the net income stabiliza- 
tion account. That is a different type of program based on a 
farmer’s, as it says, net income. The figures will be taken 
directly from the income tax form. The final details are not 
yet worked out, but we are certainly expecting and hoping 
that this government will indeed join others across the 
country in making this a truly national program because 
the net income stabilization account does have some very 
long-term, positive aspects to it. 

The real problem we have with it is it takes a number 
of years to get the program up and running in so much as 
each farmer builds up his own individual account with 
after-tax dollars. Clearly, the time to be building up an 
account is in times of good prices rather than, as we are 
now, trying to start the thing off in poor times. We are not 
starting it off at a good time—and I was on the national 
committee that helped to put this thing together—but we 
believe that over the long haul, the net income stabilization 
account will be of major significance to take us into the 
next century. I would be very disappointed if Ontario de- 
cided, because of fiscal restraints, not to get involved in 
this one at the beginning, because from the point of view 
of international trade compatibility, it is going to be a key 
thing in the future. 

The final thing on grains and oilseed is that, again— 
and as I said before, “Please, sir, can I have some 
more?”—we are going to be coming back. When I say 
“we,” the Ontario Federation of Agriculture and all our 
commodity allies are going to be coming back to both 
levels of government and asking for a deficiency payment 
for grains, oilseeds and horticultural crops for 1990, be- 
cause in 1990 there was no effective stabilization program 
out there. It has taken us over a year to get this far with 
GRIP and NISA and the cash flow problems facing many 
producers this spring are going to be horrendous as they 
come off a year when they had pretty decent crops but the 
prices of seed were just pitiful. Certainly the world price of 
wheat is at a historic low in terms of real dollars. 

I just again would hope that committee members can 
get some understanding of these difficulties that farmers 
have being facing, brought on in large part because of the 
international trade wars. 
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On the final issue of rural development, I do not want 
to get into any details on that. Maybe we can deal with it in 
questions, but our organization believes, as I think does the 
Ministry of Agriculture and Food, that there is a need to 
investigate this whole issue of rural development. Rural 
development can mean many things to many different peo- 
ple, but to my mind it means spurring economic activity in 
rural Ontario with entrepreneurial help. We need some 
seed money from governments, but I think a lot of the 
thing can be generated in rural Ontario itself on a localized 
basis. It becomes almost self-help, but it needs some 
kickstarting from governments. 

I think it is an exciting, long-term, multimillion-dollar, 


multi-year project that I would hope the government 


would certainly be looking at, because Ontario people I 
think can be the masters of their own fate as well, but we 
also need the sort of encouragement that urban areas have 
had. As infrastructures are being built up in urban areas, I 
think rural Ontario has from time to time been forgotten. 
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With that, Mr Chairman, I think we should move, if 
you wish, into questions. I just want to say that we are here 
today to back up in the strongest terms our Minister of 
Agriculture and Food, Mr Buchanan, when he is going to 
be making his pitch to the Treasurer to not only maintain 
the budget of the Ministry of Agriculture and Food but to 
increase it for some of these areas in which I have pointed 
out we need the aid. I think it is very important to get back 
to my original question of what does urban Ontario want? 
They want adequate supplies of food. What do they give 
us in exchange? It often is their garbage and that is just not 
good enough, because if the farmers are going to do their 
thing, produce this affordable and safe food, then urban 
Ontario has to look at the farming community in rural 
Ontario as a lot more than a playground and a place to 
dump its waste. They have to recognize it for what it is, as 
a centre of key economic activity and that farming is the 
second-largest industry in this province. 


Mr Sutherland: Given that last comment you said 
about being the second-largest industry, I had someone 
comment to me that in terms of overall economic recovery 
for this province the fact that what may slow it down is 
that there are approximately 10,000 or fewer farmers now 
than there were at the time of the last recession. I was 
wondering if you can comment. Are those the numbers 
you have? With that many out of the industry, I was won- 
dering if you could comment on what type of impact you 
feel that is going to have on economic recovery for the 
province as a whole. 


Mr George: The question of how many farmers there 
are in a province is one that has eluded most of us. It 
depends on what you define the farmer as and certainly 
our organization is never going to attempt to define a 
farmer. 

I guess when we get the 1991 census, we shall have an 
idea, in terms of census criteria anyway, just how many 
farmers we have lost, but you are absolutely correct, many 
farmers have left the land. More important than that, I 


think many more farmers are working off the farm in 
to support their operation. 

Cecil might advise me what percentage of farm fam 
income actually comes from non-farm sources and it 
fairly significant. I would venture to say that it is probat 
half. Most businessmen would not expect to have to se 
half the family out in order to support their business, 
that is exactly the state that agriculture is in at this point 
time when we are doing that. | 

Just remember that when a farmer’s family is forced 
not only maintain his farm but go and work off the lar 
they are also displacing someone else, probably you 
people without any experience, who are trying to get th 
first elusive job in a factory or wherever. Clearly, we ha 
a vested interest, from a total picture, in keeping our indus! 
healthy so that our farmers can actually make a livi 
completely off their farm and so that we are not competi 
for jobs with everyone else. 


Mr Kwinter: I was just curious to know whether ¢ 
ther or both GRIP and NISA have been checked as to the 
compatibility with both the free trade agreement a 
GATT. Are there going to be any problems as a result 
pursuing these particular initiatives? 


Mr George: In so much as we do not know the fir 
outcome of the GATT yet, that question may be a little | 
premature. However, certainly as a person who sat on t 
committee, we believe that NISA is absolutely trade cot 
patible no matter what happens at GATT. It is in what \ 
call the “green category,” along with crop insurance ai 
everything else in so much as it will have no detriment 
impact on trading issues. 

As for GRIP, the gross revenue insurance plan, in fa 
ness I think we would have to say that it may be suspe 
given the current trade regulations, but it is no more su 
pect than a lot of other programs out there. Very clear 
when our committee was putting together GRIP and NIS 
and looking at this whole issue of the grains industry, \ 
decided at an early date that we would do what was rig 
for Canadian farmers at this point in time to address 
critical issue, rather than skate around trade issues al 
develop something that was going to be trade-acceptab 
when we did not even know what the trade deal might t 
Certainly we were not prepared to lay down everythi 
and be completely clean when everybody else in the wor 
is playing games too. 

So I think in answer to that question, Mr Kwinter, I ju 
want to say that when everybody else lays down his inte 
nal supports, then Canada will clearly be doing the same. 
may well be that somewhere down the road when we ha‘ 
resolved some of these trading issues there may need to | 
modifications. That is the right time, in my mind, to do 
but not now. We have to have a program there to help o 
farmers in a time when they badly need it. 


Mrs Sullivan: There are a couple of things that I wa 
you to elaborate on, particularly in relationship to far 
credit. I recall that in the 1990 budget, and I think in tl 
budget before that, there was about $50-million worth | 
funding for the Ontario family farm interest rate reductic 
program and son of OFFIRR. In short-term funding, a 





| looking for a similar program in terms of interest rate 
uction programs? And at what would you estimate the 
t this year, given that the estimates I have seen are that 
n debt will rise in the upcoming fiscal year? 


Mr Weaver: I think as Roger has spoken of, we are 
initely looking at two parts. Given the realities of devel- 
g a long-term program, we are definitely looking at a 
ft-term program for this year; you know, something 
tis going to keep the cost of lending down to a reason- 
e level. 
I do not know if Cecil is going to have any hard and 
t numbers for us right now. Obviously some of the cost 
lved is going to impinge on what the interest rate is. 
tunately, we see some creeping down in the interest 
», and that is good. It is good for us as farmers because, 
er any program, all of the debt is not going to be cov- 
d but, at the same time, it is going to be good for 
ernment because as interest rate does slip down, it is 
ng to mean less of a burden for any programs. Do you 
ve any hard figures you could add, Cecil? 


‘Mr Bradley: No, other than I suppose during its larg- 
payout, I believe the OFFIRR program paid out some- 
g in the neighbourhood of $67 million or $68 million. 
ting its peak payment year the OFFIRR program paid 
; approximately $67 million or $68 million. I think if 
u were to check the figures now you would find that 
debt is not much changed but the interest carrying 
st attached to it is somewhat higher, so to get the equiva- 
it level of support that was provided by OFFIRR in what 
mers would call its best year would probably cost some- 
g in the order of $70 million. But of course there is 
lgement that needs to be exercised in what is an appro- 
ate floor level for interest rate and how targeted the 
sistance is in terms of what sorts of farm operations are 








































Mr George: Well, certainly we were not too im- 
essed with the last one, where the endeavour seemed to 
to spread it out as widely and as thinly as possible. 
early it has to go to those farmers who need it, and so I 
nk OFA is quite prepared to sit down with the minister 
d make suggestions as to the groups that should be tar- 
ted along, as I am sure there will be suggestions from 
her commodities in that regard. 

| The other issue comes down to the extent to which that 
pney goes to help the banks, and I think in some of the 
st programs there has certainly been some, I hate to use 
> word “gouging” but it is the only one that comes to 
ind at the moment, where banks have not necessarily 
ven farmers the best interest rate in town, simply be- 
juse they know that those farmers are going to be able to 
sover that interest spread from a provincial government 
logram. Clearly when we have only got a limited amount 
| government funds, and we are always concerned about 
lat constraint, then we want to make sure that the benefi- 
ry of this thing is going to be the farmers of Ontario and 
)t the Canadian Bankers’ Association. 
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Mrs Sullivan: That has certainly been the situation in 
my community. I want to move on to the kinds of farm 
credit organizations that exist in the prairie provinces. You 
have mentioned that over the longer term you would see 
those as viable operations. How would you see them work- 
ing in conjunction with the Farm Credit Corp in Ontario, 
and what kinds of moneys do you think should be put into 
a farm credit operation? 


Mr George: The OFA has said in both its brief to Mr 
Hayes and also to the national farm finance task force that 
we are prepared to go with some sort of a cost-sharing 
national farm finance program, but very clearly we are 
interested in making sure that the federal government actu- 
ally puts real money into this thing and does not just pro- 
vide a shopping window in the name of the Farm Credit 
Corp. 

The federal government has got to put something in its 
storefront and not just offer us the storekeeper and his 
assistants. At the moment we see the Farm Credit Corp as 
basically a store with a lot of attendants and nothing to 
sell. It really bothers us to turn to the provincial govern- 
ment and say the feds have given up on farm credit so the 
province has to do it all, because very clearly that was not 
the original commitment. 

I am hoping, and I think it is getting to be a slimmer 
hope by the month, that the feds will indeed reconfirm 
their commitment to supplying core financing at affordable 
rates on a long-term basis. But in the absence of that, as we 
said earlier on, I think we have to work with the provincial 
government to see just what we can do to create a pool of 
money to make sure that when farmers enter into a long- 
term, 20-year plan for their farm, they are going to have 
matching capital requirements. 

That is the real problem now when we enter into that, 
buying a farm and thinking we are going to pay for it in 20 
years, with no idea at all whether interest rates are going to 
be 10% or 20% over that period of time. Again, a lot of 
this has to come back on the federal government, but given 
the situation there, I think we have to look at all sorts of 
options. 

It is clear in my mind that there is no one single fix for 
this thing. I think it is going to take a whole basketful of 
different types of programs for different situations and we 
need to be looking to see where there are other sources of 
money. We need to be looking at the tax system. Is there 
any way we can go back to the old agribond proposal, 
where investors could get a break on investing in agricul- 
ture at lower rates? At that point in time we were looking 
at fleshing out some 7% or 8% money because investors 
would get that type of rate. 

We should be very frank. There are a lot of wealthy 
farmers out there, farmers who would gladly retire or sell 
their farm and reinvest back in their industry. So we want 
to find, if we can, ways in which these retiring farmers will 
either pass on that farm to the next generation or else will 
sell it to someone and take back the mortgage at lower 
than market rates, because this industry cannot stand 16% 
interest rates. It can barely stand 10% interest rates. I think 
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it is probably one thing that some members of the Legisla- 
ture do not understand, the difference between our industry 
and industry as you know it. 


Mrs Sullivan: Can I just ask one final question, also 
on the credit issue, relating to farmers coming into the 
industry? At one point last year, as I recall, the OFA began 
to argue that with appropriate stabilization programs, a 
program such as the beginning farmer assistance program 
would not be necessary. Do you concur with that? 


Mr Weaver: I have been working somewhat in that 
area. The costs of getting into agriculture, as I am sure 
anybody who is at all involved knows, are immense. The 
stabilization programs are going to be beneficial, I think, 
for developing an ability to plan, because as Roger talked 
about the idea of having long-term credit policies, right 
now we see commodity prices going up and down. It is the 
realities of agriculture today. We are talking about lower 
margins per unit and the need to produce higher volumes. 
Those are just the realities we face. 

As for your direct question, do we see that stable in- 
comes are going to be adequate for incoming farmers, I 
think we have to be very careful with that. Beginning 
farmers have some real needs there that have been ad- 
dressed with BFAP. They have been addressed very poorly 
in the past program, which addresses the farm stock pro- 
gram. So we will see a likelihood of some sort of program 
coming up. 

I think this is where we are talking about the possibility 
of targeting programs. We are presently going through a 
discussion process within OFA about where our recom- 
mendations should go as far as where and if things should 
be targeted. If we are going to have perhaps slightly larger 
weighting of targeting of credit policy towards the incom- 
ing farmer, then that might be suitable and we will not 
have to have these other farm-start type programs that ap- 
pear now and again. 

I have been a farmer for 15 years. It does not seem that 
long. The ability or the need for us to be able to plan, to 
have some sort of level—we know there are going to be 
ups and downs in commodity prices and there are going to 
be ups and downs in interest rates, but to take some of 
those peaks and valleys out is very crucial to us, because 
we just cannot stand the 50% or 60% changes in commod- 
ity prices that we see. I think that is why we are after many 
of these plans that we are looking at here. 


Mr Bradley: I would supplement Bill’s answer to the 
question by pointing out that there is an independent ratio- 
nale for beginning farmer programs, even in the presence 
of very good stabilization programs which GRIP and 
NISA promise to be, because beginning farmers generally 
have disproportionately higher costs in their early years of 
operation, particularly because of financing and of course 
particularly in these years when interest rates are where 
they are. 

They also unfortunately oftentimes have below average 
yields because they are getting into the business and they 
are trying to establish themselves. They may not have a 
command of the management skills or the machinery or 
the land base that they are working from. Since the GRIP 


program tends to be driven by farm yields, that " 
suggest that a beginning farmer might not be getting t 
full benefit of the protections that GRIP can provide. § 
think there will continue to be an independent rationale 
entry-farmer assistance. 


Mr Jamison: I would like to get back on the i impli 
so we understand the impacts. I know you have liv 
through a surplus here of both the free trade and gas si 
tions on agriculture in general. That is the first part of 
question, to give us a real feel for how that has aff 
you over the last number of years. The second que 
have really dovetails that in a smaller sense, and that 
how we stand as far as how the provincial government h 
performed in relation to other programs applied in oth 
provinces; specifically Quebec, for example. Those are r 
concerns. 


Mr George: Maybe if I can take the last question fir 
if you want to start comparing Ontario’s agricultural pr 
grams to the province of Quebec, we are not even int 
ballpark, and when you start talking about a level playi 
field, we are not even near the stadium, never mind sayi 
whether the field is level or not. 

We were in Quebec last week. You go there with o 
general farm organization, the Union des productet 
agricoles, that is holding a $1-million conference ne 
week to look at rural development. It is an incredible thi 
that the farmers are doing and I commend them for 
They are driving their own destiny there in Quebec a 
Quebec is very clearly getting itself in a position where. 
it goes for sovereignty, it is going to have the infrastruct 
there to be self-sufficient, and not only self-sufficient bu 
will be an exporting nation. Quebec is a prime example. 

Alberta, Saskatchewan and Manitoba are all agricultu 
based economies and they have done tremendous thin 
over the years, not only just in finance, but in other pi 
grams particularly in the livestock sector in Alberta, 
encourage their industries and build up modern compe 
tive industries. 

I think that as a major agricultural province, Ontario 
just about bottom of the pile. We have constantly point 
that out and it is one of these things that just tends to } 
glossed over. The only thing that saved our industry, qu 
frankly as I said before, was because we are so diversifi 
in Ontario and we have so many other options. There 
jobs there for our farmers to go and supplement their 
come. You can all see the tragedies happening, particula 
in Saskatchewan where it is a completely wheat-bas 
economy and there are no options. Heaven forbid that ¢ 
industry ever gets into that state. 
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To answer that question shortly, Ontario has been p 
phetic so we are not here—I was talking to the minis 
recently and he is worrying about the budget. We are loc 
ing for more money, not less. I think this would be 
provincial importance, of importance to the provinc 
economy that this be considered very seriously, regardl 
of the fact that we have some major budgetary concerns 
this province. The options, as I said before, in the lo 
term are going to be a lot worse if we do not deal with 





the issue of where we are on trade and whatever, one 
ue that comes to mind as a result of free trade is this 
ghtened awareness of competitiveness, where particu- 
ly in the food processing sector, processors are scram- 
ing to meet the challenge of United States 
petitiveness as tariffs are removed. 
My research and development has been involved in the 
ional task force on that exact issue on competitiveness 
dis able to speak to it tonight. The other issue of course 
the unresolved GATT negotiations, where the impact of 
it thus far has been to create a lot of uncertainty, particu- 
ly in the supply-manage sector where many dairy farmers 
1 people who come under those jurisdictions do not really 
ow what the future holds. It makes their bankers ner- 
s and they are nervous. 
I would suggest that a lot of plans on those farms are 
hold until GATT is resolved and we can hopefully se- 
re our supply-manage system under GATT. The whole 
e of these export subsidies, which have knocked great 
es in the profit margins of grain farms, just has to be 
solved, in my mind. It is going to be a tough challenge 
dthe next couple of months will see whether it can be 
rted out or not. 
| Mr Phillips: On page 5 of your document I think you 
y that the $100-million credit program of the new gov- 
hment, if I read between the lines, will go a long way in 
next year in helping your credit issue. Is that a fair 
nelusion? 
Mr. George: It depends what we are talking about 
‘th $100 million. If it was $100 million into an interest 
bate program, yes, that would indeed go a long way. 

Mr Phillips: Is that not what is proposed in the docu- 
ent? 
| Mr. George: We are not sure what the $100 million 
eans. If we are talking about $100 million of capital for 
ng-term financing, $100 million is a drop in the ocean. 
| Mr Phillips: But up to $100 million would be made 
ailable, and it is under the interest relief program, so I 
sume— 

Mr. Weaver: I think what Roger is saying is that de- 
Js of how that is going to come out have been sketchy. 


Mr Phillips: But it is just because it falls, as it does, 
i the Agenda for People, interest rate relief and up to 
00 million would be available. I assume that is what is 
eant so that would help your credit issue. 


Mr. George: The “up to” is the other critical thing. It 
suld stop at $19 million, could it not? 


Mr Phillips: No. Then the two things if signed, the 
RIP program and the NISA program—I gather the nego- 
itions on are well down the road, the 11 ministers I 
ther or thereabouts have signed it and that is what we 
ould be watching for next. 


Mr. George: I think the GRIP one is the one that is 
der control. That is ready to get cabinet approval from 
hat I make of things. The NISA program is not quite so 
iled down yet and I would just ask members of the 
’mmittee to pay particular attention to that and make sure 
at it does not fall off the rails because of any fiscal 
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restraint. The only reason that NISA is still around in our 
debate—we have been talking about this thing for 12 
months in Winnipeg—is because of its phenomenal ability 
to deal with what we call the whole farm issue over the 
long term. We have agriculture programs come and go. 
NISA has real potential to withstand the test of time and to 
withstand the test of trade challenges and all those things 
as it deals with the whole farm issue and with a farmer’s 
individual accounts. 


Mr Phillips: Right. I just have these questions, really. 
There is a big one and a little one. The little one is just 
again on the number, that each 1% increase in interest rates 
adds $9 million in interest charges to Ontario’s farmers, 
whereas I kind of had this mental image of your debt being 
$4.6 billion, and 1% of 4.6 is not 9 in my mind. I just won- 
dered how you reconcile that. That is my little question. 

The big one is the one you touched on earlier. That is 
an image I have of the food processing business, that it is 
heading out of Ontario. That is an image I got, rightly or 
wrongly. Reading the free trade agreement, I think the 
prognosis was that if there was one industry going to be hit 
early it would be food processing. That does not necessar- 
ily mean the food producers are in trouble, but you would 
think there is at least a possibility, and I wonder—it may 
not be directly related to the budget, although it is indi- 
rectly—if the programs we are implementing are not going 
to help you long-term, if this other trend hurts you long 
term, if you could help us there. 

The $9 million is the first question and the second one 
is, should we be really worried about food processing leaving 
or is there still a good market once they are gone? 


Mr Bradley: I guess of the $4.5 to $5 billion in farm 
debts that is out there, approximately $1.9 billion of it is a 
floating rate, so as the bank rate is adjusted week to week 
and month to month, that flows through immediately and 
directly to interest expense. The balance of the debt is 
medium- and long-term debt, so it will only notch in at a 
higher rate if in fact it comes to term while those rates are 
high. But there is still money out in the farm community, 
long-term mortgage money at less than 10% and locked in 
for extended periods of time. Not all of the $4.5 to $5 
billion in farm debt is at the current interest expense. 

The food-processing-sector question, maybe Roger 
wants to take a— 


Mr George: I think Bill wants to take a stab at it. 


Mr Weaver: Well, just a couple of comments. I think 
in general, in the area I come from there are quite a num- 
ber of food processors, a strong tomato belt, certainly in 
Kent and Essex counties, and we have seen one plant just 
shut down—Hunt-Wesson shut down—and the impact of 
that on neighbours and buying that they did in very recent 
years. Probably some or most of you have seen a tomato 
harvester out in the field, a $200,000 investment in a to- 
mato harvester which cannot be used for anything else. So 
the impact of the Hunt-Wesson closing on I think about 12 
producers has them scurrying around looking for contracts 
in a decreasing market, and some of them are not going to 
be able to receive that so it certainly does go right back to 
the producer. 
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A smaller example in Leamington was Heinz, I think, 
closing down a pickle run that was going to go completely 
to the States. I think we also see the attempt at efficiencies. 
When Nabisco shut down, a smaller plant in the 
Leamington area put an expansion in Dresden trying to be 
as efficient, be as competitive as possible. 

I was at a dinner with the minister that was attended by 
some representatives from the food processing sector and 
one individual there was commenting to him about the 
need of the food processing sector to have some avenue 
perhaps for capital investment or enhanced capital invest- 
ment opportunities for upgrading some of their plants. He 
was using the example—I cannot recall what it was—of 
one particular piece of equipment, very expensive, that 
would then allow them to maintain a market share in a 
particular product and at the same time allow the producers 
in the area to continue to produce that particular product. 
So there is certainly a need and we are sitting here talking 
about agriculture. We have realized the need to expand that 
into the needs of our customers and people we work with 
very Closely in the food processing sector. 


1230 


Mr George: I would just like to add to that, also never 
forget that the raw product, the tomatoes or the wheat or 
whatever, is a relatively small part of the cost of that prod- 
uct when it gets on to the supermarket shelves. Very 
clearly, a lot of our processors are up against other issues 
like higher energy costs, higher labour costs, the higher 
cost of doing business in Canada, period, vis-a-vis their 
competitors. I would say that has become a more major 
question in my mind, what the federal and provincial gov- 
ernments can do to make not only the food processing 
industry but any of our industries more competitive rather 
than worrying about whether a supply-managed chicken 
costs more money than it would in the States. So, I think 
that is something we should bear in mind, because that 
obviously has an impact way, way beyond agriculture. 


Mr Phillips: I agree with that. I just wondered if this 
is an industry which is moving faster than other manufac- 
turing industries and whether that should be cause for con- 
cern, because you people know it far better than we do, but 
you are saying— 

Mr Weaver: There is a definite concern, obviously, in 
terms of affecting us. They realize the need to modernize, 
be competitive. It is affecting us on this year’s products, I 
am sure. 


Mrs Sullivan: You have not raised these issues in the 
paper, but I thought you might want to have an opportunity 
to underline your views of the land stewardship program 
which, certainly in my community, is an extremely popular 
and well taken up program. In the budget consultative pro- 
cess, you might want to get something on the table about 
if. 


Mr George: We are very positive about all efforts in 
land stewardship, as I think there has been a growing 
awareness in the farm community about land stewardship. 
Whatever governments can do to help farmers to under- 
stand new technology and work with it, then, that is good. 
I do not think it is supposed to be downsized. 
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Mrs Sullivan: I had a sense that there would h; 
been a lot more farmers involved had the program bi 
larger. 

Mr George: Sure. I mean, we keep coming back 
you time and time again saying, ‘““Well, great, put onl 
$30 million into the thing, sure.” 


Mr Weaver: One of the frustrations with that as 
is that we made applications, made some decisions ont 
and then because of the size of the budget and because 
the popularity of the program, people saw the need fo 
land stewardship program. Then they came back and tl 
were apportioned a certain percentage of that. I me 
again, personally we made a decision expecting a cert 
amount of money coming out of that, I guess even 60% 
that, which startled some people. That is the way we hi 
to move with the environmental pressures, we understé 
that, and that is the way it should be, ample econor 
returns for the farmer. It is one of the things that enco 
ages and allows him to do the things that he should, rat 
than the things that he will have to do to survive for ; 
other year. So I think the two things do run together, 
economics of it and the land stewardship program. 


The Chair: I would like to thank you on behalf of 
committee for your presentation on a very important sec 
of the economy. 


Mr Sulliman: Mr Chairman, with your permissi 
just a couple of points. The first is, we appreciate again 
Opportunity to come before your committee. It is an ab 
lutely crucial committee of the Legislature for an organi 
tion like the OFA. Again, it is a $40-billion-plus indus! 
the second-largest economic sector in the province. It 
absolutely crucial that this committee be aware of that. 

The OFA itself is the largest general farm organizat 
in the country. We meet on a monthly basis. The board 
directors of 135 is larger than the Legislative Assemt 
They are open meetings. We would encourage any me 
ber at any time to be in touch with the OFA. It is a v 
complex organization that attempts to arrive at a consen: 
on agricultural policy for the province and advise memb 
of the House, ministers of the crown. 

It is, again, a process that includes nearly 30 comm« 
ity organizations, some of the largest commodity organi: 
tions in this country, many of them world class; 
independent regional or county federations of agricult 
are represented on the board. The Women’s Institu 
Women’s Farm Network are soon to be involved. Thi 
are others knocking at the door to be a part of the proces 

We would welcome members of the House, of all p 
ties, as we meet with you on at least an annual basis 
your caucuses, to share with you the vision of agricultu 
to take advantage of the opportunity of working with OF 
We are right here in Toronto. The board meetings or 
monthly basis are always held in Toronto. Any member 
the Legislative Assembly of Ontario is always welcome 
our board meetings. We would be delighted to have y 
there and share with you some of the struggles that fe 
the farm families of Ontario. This committee is very i 
portant to us. Soon—next month—we will meet with | 
Laughren as Treasurer. 
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I know that the stories you have heard in this room are _— advance the cause of farming and strengthen the economy 
ry tough stories from a variety of sectors in the Ontario —_— of Ontario. So, thank you very much, Mr Chairman, for 
momy, whether it is in health care or education or social _ this opportunity. 

vices, but agriculture is crucial to the health and vitality The Chair: Thank you. The committee is adjourned 
Ontario’s economy. We would want to thank you again —_yntil 1:30 this afternoon. 

that opportunity and pledge to you our willingness to 


; The committee recessed at 1237. 
rk with all members of the House and all parties to 
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The committee resumed at 1339 in committee room 2. 


MINISTRY OF COLLEGES AND UNIVERSITIES 


The Chair: We have a rather heavy schedule for this 
afternoon. I would like to welcome Dr Brzustowski, dep- 
uty minister on the card, but I understand a new position. 


Dr Brzustowski: The card is good for four more days. 


The Chair: I would like you to begin if you would, 
sir. 

Dr Brzustowski: Thank you very much. Let me first 
of all express my appreciation that the standing committee 
on finance and economic affairs should take an interest in 
the state of university and college funding in particular. I 
welcome that interest, because I think these institutions 
represent an instrument by which we make an investment 
in the future. The more people in government consider 
more broadly the investment in the future in the people 
who go through those institutions, the better Ontario will 
be served. 

I would like to make my presentation basically in two 
parts. First, I would like very quickly to hit the highlights 
of the material that was distributed—this is the package 
that was distributed—which I think might provide some 
useful information and useful insights into the system and 
how it operates. In addition, I have distributed just recently 
a much more detailed brochure of statistics. You might 
find later that there are questions that some of the informa- 
tion in there raises. Please feel free to contact me or any- 
body in the ministry for answers. 

In the second part of my presentation, if you allow it, 
Mr Chairman, I thought I would spend just a few minutes 
looking into the future and suggesting ways—maybe not 
even ways—suggesting issues of finance and economics 
for which we have to prepare ourselves. They are in the 
post-secondary sector. If you agree, I would be pleased to 
proceed on that basis. 

Let’s begin with an indication of how large the system 
is. I will turn to the third page of the handout, the one 
called “System Overview.” The post-secondary system in 
Ontario is really quite diverse. It has 15 institutions that we 
call universities, and in fact if you include certain others in 
that grouping, the number rises to 22—I will just mention 
those very briefly in a second—and at the moment 23 
community colleges. 

The universities range from a very large university 
which is a few hundred yards from us, which has advanced 
work, graduate study and research in most of the tradi- 
tional disciplines, in fact all of the traditional disciplines, 
right down to very small institutions such as Lakehead 
University and Laurentian University in the north which 
specialize rather more. 

The universities, I think, are experiencing what is al- 
most now a decade and a half of growth. They are still 
growing and now have an enrolment—the numbers are in 
the table here, but I would like committee members simply 
to think in general numbers—of about 200,000 full-time 
students in the universities. It is a little more than that, but 


if you think of 200,000 full-time students in the universiti 
and 100,000 part-time, these are nice, round numbeigl 
work with. ; 

The colleges, on the other side, are much more comp 
cated institutions. Our colleges are quite different fro 
almost all the other college systems in Canada. They a 
different from the CEGEP in Quebec; they are differe 
from the transfer institutions in the west. I like to think 
them as teaching enterprises which cover everything fro 
post-secondary courses leading to diplomas in vario 
fields, including advanced technologies, right through 
institutions which provide basic life skills to people wt 
are being helped by government through various assi 
tance programs. | 

The numbers in the table are in a sense a little t 
misleading, because they underplay one role of the cc 
leges. The number 217,000 listed for part-time students 
for part-time students taking post-secondary programs. V 
estimate that there are another 400,000 people taking no 
credit part-time studies at the colleges. If you inflate tl 
numbers by that amount, then in the total you would s 
that something in the order of one million Ontarians ea 
year are clients of the post-secondary system, either un 
versities or colleges, either full-time or part-time. 

The system is supported through two sources of rev 
nues. One is the operating grants from the government | 
Ontario, and the numbers are indicated here, something 
the order of $1.8 billion for the universities and approacl 
ing $800 million for the colleges annually. In additio 
there are tuition fees paid by students. Although that nur 
ber is not explicit on this page, the tuition revenue is in tl 
order of $500 million per year, about $400 million plus ¢ 
the university side, $100 million or so on the college sid 
So half a billion roughly in tuition fees, something in tl 
order of $2.6 billion in transfers from government and 
fund of about $110 million in capital, as you can see. 

One of the points that is often made by the institutio1 
in approaching government is illustrated on the first che 
which is on the next page, “The Ontario Government Bu 
get Dollar: Expenditure Forecast 1990-91.” The point th 
is often made by the institutions is that in the spending | 
government dollars the post-secondary sector is at a low 
level now than it once was, and there are explanations f 
that. Nevertheless, we see here that of the expenditure de 
lar, 19 cents are devoted to education and of those 7 mig 
be listed in the post-secondary area, including 1 cent fe 
skills development. I list that among the post-secondai 
activities because it does involve the colleges as well. 

Now, whether that number is the right number, wheth 
the historical trend is justified, these are moot issues. Ot 
can formulate policy on many bases, but the fact is that tl 
percentage of provincial revenues devoted to post-seconda! 
education has been declining and the colleges and unive 
sities of this province frequently remind government th 
that is the case. 

If I may turn to the first bar chart, this is the way th 
the expenditures of the Ministry of Colleges and Univers 
ties are broken out by the categories I used in the estimat 


ocess. The point I would like to make is that student 
pport is quite a significant amount; in fact, it is $220 
llion in 1991. That amount of student support is taken 
by about 100,000 students, and that amount represents 
> cost to the province of Ontario of providing, as you 
all see later, almost twice that amount of support, given 
at some of it is in loans. So about 100,000 of those 
0,000 full-time, post-secondary students receive finan- 
il support through OSAP. The Ontario student assistance 
ogram is actually an umbrella of a number of programs, 
dI will touch those. 
_ You can see from this particular presentation that uni- 
tsity support, which includes capital and includes the 
st of running the programs, college support likewise and 
ident support dwarf the amount spent on administration 
the ministry. I must say I am very proud of that at times 
xe this when I am meeting with a committee. The minis- 
7 in fact does transfer over 99% of its total budget to the 
stitutions and to individuals. 
| There are times when I am less satisfied with that pro- 
ss and that is when we are asked to do things which 
quire resources, because this particular ministry is very 
im. It may be some measure of efficiency in government, 
id if it is, then MCU takes first place. My colleagues 
xery my boasting about that. They feel things would be 
tter if we transferred less and had more people to carry 
e load, but that is how it is. 
_ The next chart shows the breakout of the sources of 
erating funding available to the institutions. Now I 
ould, to explain these charts, point out that the colleges 
igage not only in post-secondary programs funded by the 
vernment of Ontario and by student tuition, but also in 
jograms under the Canadian Jobs Strategy which attract 
yme federal funding. They also do some small amount of 
aching and training which attracts industrial funding. So 
re is a substantial “other” category, but most of that 
‘ould be federal dollars in the CJS. 
350 
| On the university side, most of that “other” category 
ould also be federal dollars and it would be federal dol- 
ts tied with the research activities of the institutions. You 
in see that in the case of the universities tuition is a much 
tger percentage of the total than in the colleges and the 
other’”’ source of revenues is much smaller. 
| I am sure you are aware that there has been a lot of 
jscussion about tuition fees, and much has been written 
ad much has been said and much has been carried on 
cket signs on that subject. If you look at this diagram, 
ere is a useful conclusion that one can draw: simply that 
| increase college revenues by 1% one would have to 
crease tuition by 10% because tuition represents one 
nth of college revenues. On the university side it is very 
ose to needing to increase tuition by 5% to increase reve- 
jes by 1%. There is that difference in the multiplier. 
Thenever discussions of tuition are being entertained, I 
ind it very useful to keep in mind this ten-to-one multi- 
lier for the colleges and the five-to-one multiplier for the 
liversities. 

I mentioned at the outset that the post-secondary sys- 
jm has been experiencing growth. In the bar graph the 
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number of full-time students illustrates that for both the 
universities and the colleges. The colleges have shown a 
spurt of growth just in the last couple of years; in fact, the 
growth this current year has been something in the order of 
5.6%. The universities, as long as I can remember—and 
that is getting on to about 15 to 20 years now—in projec- 
tions of enrolment, the enrolment was always going to 
decline after another two years. It never has. It has contin- 
ued to grow; there have been plateaus where the growth 
was slower. A diagram such as this really flattens the pre- 
sentation, it does not allow you to pick out the plateaus. 

Nevertheless, more and more of our young people are 
choosing to go to universities. It almost seems that the 
bachelor’s degree has become an aspiration for a very 
large number of people, somewhat parallel to what might 
have been among my classmates at the time when I was 
finishing high school, grade 12. One could get quite a 
decent job at that time—I am sure this dates me—with 
grade 12. In fact, jobs with career paths were open to 
people from that level. 

These days, I think almost any full-time job requires at 
least grade 12, maybe some post-secondary, and a job with 
a career path that is visible requires rather more than that. 
A lot of employers are telling us that they simply do not 
hire people who do not have diplomas from the colleges or 
degrees from the universities, and that is a phenomenon 
which seems to be taking hold more strongly. 

I cannot make any prediction that I would have faith in 
of what will happen to enrolment in the universities and 
colleges, and one of the reasons for that is that a compo- 
nent reflects immigration. A lot of our recent arrivals place 
a great value on post-secondary education, and their partic- 
ipation rates tend to be as high as their wealth allows. 

Most recently, there has been just a tremendous growth 
in the participation rate of women in all sorts of university 
programs, with the exception of the professional programs 
in technology and engineering. But even there, the growth 
has been much greater than historical. There has been a 
growth in the participation rate of students from rural 
areas, and again it is hard to explain that. Nobody pre- 
dicted it. It is hard enough to explain after the fact. 

I see no basis for any firm prediction that this period of 
growth will end in some magic way. In fact, I think that if 
one looks around at the various equity measures that have 
been implemented and additional ones that are being pro- 
posed, not only to provide access to the post-secondary 
system but to provide access and a successful completion 
of a program, then when those measures succeed, as I am 
sure they will, participation rates will increase even further 
and the enrolments will reflect that. 

I think that there will be many, many factors which will 
contribute to changes in enrolment, I expect to a growth in 
enrolment in both colleges and universities, and not the 
least of this will be the success of various social measures 
designed to promote participation. So, Mr Chairman and 
committee members, please do not look for a flattening of 
this sequence of bars. I do not think it will happen. 

The next figure, showing operating grants for a full- 
time equivalent student, is something which is a fact. 
These are operating grants expressed in constant dollars. 
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They indicate in a way which is quite unmistakable that 
the purchasing power of the institutions per full-time 
equivalent student has been decreasing. There was a period 
of quite pronounced decrease—there has been some recov- 
ery since—but in fact the levels in 1988-89 are still sub- 
stantially lower than they were in 1978-79. One could say 
a great deal about this. One could say, for example, that 
there must be some benefits of scale in this. One can also 
put a counterargument for it that against the economies of 
scale there are the diseconomies of complexity. Let me 
give you an example. 

A full-time equivalent student represents five part-time 
students. A full-time student, a single student, will have 
one admission decision, one program decision, one file in 
the registrar’s office. The five part-time students will have 
five program decisions, five admission decisions and then 
five files maintained. The complexity is increasing. One 
could always say that there is some absolute standard 
against which one could measure the operating funds pro- 
vided per full-time student. I really tend not to believe that. 
I think the people look at incremental year-over-year 
changes. 

Education is a sector in which I believe there are really 
no normative costs. There are expenses, because one can 
always trade off quality by whatever measure in what one 
does, so it is possible to teach a course with 30 students in 
it; it is possible to have 60 students in there; it is possible 
to have 200 students in there. What you cannot measure is 
the output, the quality of the educational experience. That 
remains one of the great imponderables in the whole area 
of education finance. I think the best one can do is to 
compare ourselves with other jurisdictions, preferably ones 
where we have to compete economically, and those com- 
parisons show that this decline has been too severe, that 
Ontario’s place has slipped in the ranking of the Canadian 
provinces in the funding for full-time. 

The next diagram illustrates that in a way which is 
quite unmistakable, because this diagram in effect ex- 
presses what I just finished saying. These are operating 
grants to universities per full-time equivalent student, 
1977-78 to 1988-89, in constant dollars. The solid line at 
the bottom of this array is the Ontario performance. The 
dotted line in the middle of the array is the national aver- 
age, including Ontario, and the top dotted line is the aver- 
age of the other nine provinces. These are facts, these are 
figures that have been assembled with some care. I do not 
think anybody disputes the figures. This is what they are. 

The next chart makes the comparison within Ontario, 
and it looks at various sectors and looks at an index of 
expenditures per client served. The language was changed; 
it would be a little difficult to talk about FTE patients or 
something of that sort in hospitals, so the language was 
changed. This is an index of expenditures per client served 
in constant dollars. 

The interesting thing is that you can see that the costs 
have risen in the hospitals and the schools, they dipped and 
rose in the treatment of adult offenders, they have declined 
rather more continuously in the matter of universities and 
declined quite precipitously, with some recovery, in the 
colleges. 
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I suppose one can always look at a diagram like th 
and explain all the components that go into it, but such 
picture does raise interesting questions of public policy, ] 
terms of public policy, is this what the ranking should be? 
hope that the committee members will note this particul, 
item of information and maybe devote some of your atter 
tion to it. | 

At this point, if there are any questions on the numbe; 
I would be most happy to fill anybody in before we go 
what seems to be a somewhat different set of issues on tt 
next page. | 
1400 

The Chair: Are there any questions? 


Mr Curling: The recession places a heavy burden 0 
the colleges and universities, meaning that instead of fin 
ing work now people go back to school. You expect t 
enrolment to increase more now, do you? 


Dr Brzustowski: Yes, I think there will be pressul 
for people to go back and maybe finish off programs thi 
they had not finished before or to acquire new skills. Ye: 
indeed. 

Mr Curling: Are your figures in any way in you 
presentation for your next budget making provision fe 
that, or has that been indicated in your budget? 


Dr Brzustowski: To the extent that one can, yes, 
think that our presentation for the next budget will refle 
that as a pressure. 


Mr Curling: My last question: Would you say thi 
colleges suffered more from receiving less money than th 
universities over the years, in the last 10 years? 


Dr Brzustowski: I think it is evident from the figure 
looked at just recently that the funding available per cliet 
served or per FTE student declined much more deeply i 
the colleges than in the universities. 


Mr Curling: My real last question: The money that. 
given to the colleges is less, as you said; psychologicall 
would it not be more—let me put it another way. Th 
clients that are served in colleges are really on the sort 
survival base of getting better jobs. In universities, let 
say that the students have acquired good academic skill 
and would survive. I do not know how you would put 
ratio to that. If $1 was cut from the college and $5 cut fror 
the university, it would serve a more severe blow there fe 
those. 


Dr Brzustowski: It would be a larger fraction of th 
total operation. As you can see in the trend that I ju: 
mentioned, in fact the two lines are converging. The co 
leges are being brought much closer to the universities. 

I do not have the figures in front of me and I do nc 
have a chart, but committee members might find it intet 
esting that—these are very difficult numbers to get—but 
think if one took, for the high schools, the sum of th 
provincial funding plus the municipal funding per studen 
you would find that that total is greater than it is for 
student in the colleges. That was the case in the last yez 
for which we were able to document that, which was abot 
three or four years ago. I have not seen anything happe 
since that would make that situation change. 
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‘Mr Phillips: Just because I am not sure what comes 
xr, just to maybe get the questions out, I have a variety 
things. I know in your new role you are going to be 
fe interested in science and technology and those sorts 
things, can you provide us with any advice in terms of 
at things we should be thinking about financially to 
-omplish that objective? 
The second thing is, I gather that to bring Ontario up to 
national average in grants per student might be a mini- 
im of $500 per student, if I can read the charts right. Is 
roughly the number and how much money is that? 
The third is just any advice you could give us in terms 
how we should view enrolment in our schools. My 
collection is that about one third of the students do not 
ish secondary school, one third do but do not finish 
st-secondary, and a third finish post-secondary. Should 
be thinking of whether that is something that is way out 
line with what we should be thinking of as a society? If 
js, that would, I guess, argue for more resources to be 
aced somewhere in this post-secondary stream. 
Dr Brzustowski: Thank you for those questions. If I 
ny. could I take the last one first, because really that is 
gat I wanted to talk about in this final little part of my 
esentation. 
I believe that by the end of the decade or perhaps be- 
that, for reasons of our survival in many dimensions, 
economic survival, our cultural survival, perhaps our 
ysical survival vis-a-vis the environment, even our psy- 
ological survival as individuals. we may need to have a 
much larger participation rate in post-secondary edu- 
tion than we have now. 
| Today’s figures show, as Mr Phillips has indicated, that 
out a third finish post-secondary. At the input end, about 
1% of those who register in grade 9 show up in post-sec- 
idary education, either in college or university, at the end 
their stay in high school. With the equity measures that 
are promoting, that is, that all groups in our society 
Suld find equal representation and an equitable represen- 
tion of outcomes in our post-secondary system, and the 
St that we will need new skills in new areas, many of 
h we cannot quite yet predict but many of which we 
n, I think it would be not unrealistic at all to expect that 
should have something like 60% of our students pro- 
feding to post-secondary education. 
Mr Phillips: Proceeding or completing? 
Dr Brzustowski: Initially I will say proceeding. 
Mr Phillips: I am sorry. Do 60% not proceed right 
yay? 


Dr Brzustowski: They do not right now. The reason I 
y proceeding is that I think we will be very inventive in 
le ways in which we will make it easier for people, re- 
irdless of where they are in the high school system and 
jhether their aptitude is academic or towards more the 

cational side of education. to link up with post-second- 
ly education, maybe not initially or immediately, but 
yentually. 
| There are various articulation agreements being devel- 
bed between school boards, on the one hand, and col- 
ges, on the other, to make that happen, to make it easier. I 
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think that a combination of people coming back in, people 
proceeding directly, people completing, people perhaps re- 
turning to complete, all of that could conceivably increase 
our enrolments in post-secondary education by as much as 
50%. I do not think I am taking a great chance by saying 
that I expect this by the end of the decade. It may in fact 
have to arrive sooner. 

What that faces this system with in the framework of 
government funding is qualitative change in funding. I 
mean, you do not find a 50% increase of provincial fund- 
ing at the level of a couple of billion dollars through sort of 
minor incremental changes such as this system has en- 
joyed over the last couple of decades. Thinking will have 
to change. I do not know how it will have to change, but I 
expect it will have to change in response to that situation. 

Coming back to your earlier question, Mr Phillips, I 
think something in the order of $600 or $700 per student 
would bring us much closer to the average. Multiply that 
by 200,000 students and the numbers become significant. 


Mr Phillips: What is that anyway? 

Dr Brzustowski: About $120 million. 

Mr Phillips: I am never sure where the decimal goes. 
Dr Brzustowski: That is where it goes. 


Mr Phillips: My third question, just to test me on 
whether I remember these things: In regard to the science 
and technology. which I believe is the old Premier’s Coun- 
cil recommendation and one that seems to be kind of im- 
portant, is there any advice we should be thinking about 
for the ministry in that? 
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Dr Brzustowski: Yes. I think this committee should 
encourage not just government but in fact the people of the 
province to begin to think about status and recognition 
according to skills in a more realistic way. The Chairman 
and I were chatting earlier, and if we compare ourselves 
with the experience in Baden-Wiirttemberg in Germany, 
where a master craftsman has much higher social recogni- 
tion and social status, so much so that it becomes quite a 
respectable and in fact treasured aspiration in some fami- 
lies to have the son or daughter become a master craftsper- 
son, we do not seem to have that. We seem to be unwilling 
to recognize anything other than the highest credential one 
can get. 

I do not know what the pressures are on that, but there 
are pressures, for example, on all of the programs in the 
colleges and universities to increase the level of credential 
which one needs to enter into practice. Some of that would 
reflect having to have more knowledge. Some of it, 
though, reflects a set of attitudes. I think this is a problem 
in Ontario which we have to somehow get our minds 
around. 

But we should provide incentives to individuals, make 
it attractive for individuals, reward them in terms of recog- 
nition by society when they become expert in a whole host 
of things, not just university-level programs, but modern 
trades and a number of disciplines which perhaps require a 
very eclectic kind of education which might not be found 
in existing programs or whatever. 
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We have to recognize skills in those areas where we 
need skills. We cannot afford a mismatch between the 
needs of the economy, on the one hand, and the choices 
made by individuals for programs of education, on the 
other, when that mismatch is driven by almost irrelevant 
perceptions of status and social recognition. 

I feel strongly about this. I am not able to express this 
in as compelling a way as I feel it, but I really do believe 
that if we are going to compete with countries in which 
appropriate skills are prized and expertise is rewarded with 
social status, then we must begin to do the same thing 
ourselves. 


Mr Phillips: I agree with that and I do not think we 
have even begun to scratch the surface on that. I know on 
the Premier’s Council we talked about that and I do not 
think even the start of that has yet occurred, but I person- 
ally believe that in about three years there will be quite a 
mindset change in the province. 


Dr Brzustowski: I hope you are right. 


Mr Phillips: It will be driven because of something 
you do not like, which is an economic— 


Dr Brzustowski: Yes, that well may be. 


Mr Sutherland: Talking about growth rates in enrol- 
ment, I am just wondering about the physical capacities of 
our post-secondary education institutions to handle growth 
rates. You mentioned several and you did not even men- 
tion part-time mature students as the group where I think 
we are going to see the largest growth. 

When I stop and think that two universities—the Uni- 
versity of Toronto has just completed a $100-million fund- 
raising campaign and the University of Western Ontario 
close to $90 million, yet even though they are raising those 
types of sums from the private sector, mainly for build- 
ings, it still seems that we are not going to have the capac- 
ity to meet the growing demand. Where are the ministry’s 
projections in that area? 


Dr Brzustowski: I hope I do not sound outrageous, 
because the question is an important one, but I think capi- 
tal is not the problem. I say this for this reason, that at the 
moment there is construction going on in the university 
system of a total value of about $270 million, $280 mil- 
lion. There was a program of $40 million over four years 
called the special enrolment accommodation program in 
which money was provided very quickly for alterations of 
the use of space to accommodate the influx of undergradu- 
ates, temporary space being created, space being converted 
to teaching use. 

The ingenuity shown by people in the institutions in 
this area is quite remarkable, and they have not even begun 
to explore the flexibility offered by expanding the teaching 
schedule into longer times. Perhaps, you know, you could 
expand your capacity by 10% by teaching Saturday morn- 
ings, for example, in terms of labs and things of that sort. 
The problem will be that on the human resource side. The 
problem will be a shortage of people to teach. The problem 
will be finding those individuals who have both the quali- 
fications in the subject and a willingness to take jobs in 
these institutions. 
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A teaching job in post-secondary education in Ontar 
these days is not a reward from heaven. The workloads ai 
quite heavy. The conditions are conditions under whic 
one has to deal with very large numbers of students. The; 
is not a great deal of administrative support. These 
tough jobs. I will venture to say that we will have to con 
pete with the rest of the English-speaking world, partic 
larly with the United States, just to maintain our own be 
people who are prospects now, let alone get the addition 
people. The human resource side is going to be the prol 
lem, not the capital. The capital we can solve. There is 
lot of ingenuity out there. | 


Mr Sutherland: I wonder if you could commie 
just came out of the post-secondary system last year, but 
have a feeling and see it happening more right now with 
lot of these property tax coalitions growing within tt 
province. It is something that I think affects both College 
and Universities and Education. Do we have a real prol 
lem in terms of public understanding in terms of what 
costs to run post-secondary education or education in get 
eral and how we compare, how Canada and Ontario con 
pare with other jurisdictions? | 

Dr Brzustowski: I can offer only opinions on thi 
They may sound very uninformed, but I will try. I thin 
that because the post-secondary system is so much farth 
removed from the municipal ratepayer that it is not a pe 
sonal issue. It is not an issue dealt with by locally electe 
representatives right in front of the people. That degree « 
remoteness, I think, removes the pressure. One tends | 
think of these institutions as being for a more select grou 
No matter what the criteria of selection are, it is a mo 
select group. In fact, another useful number is that in O1 
tario we have 1.2 million students in elementary schoo 
half of that, 600,000, in secondary; half of that, 300,000, | 
post-secondary. That is the extent of selection, right dow 
to that level. 


Mr Phillips: Part of that is number of years. 


Dr Brzustowski: Oh, indeed. Oh, yes, it is just th 
numbers of people in the system, of course. I am not tall 
ing of through-puts; I am talking of the numbers of stt 
dents enrolled. I do not think people are aware of what th 
costs are, except maybe those who are in communities th: 
depend heavily on university incomes. Take a small plac 
like Waterloo, which has two universities. Both the studer 
spending and the payroll in the community are very muc 
affected. I think that community would be rather mot 
conscious of the economic impact than anybody else. Bi 
in terms of the public having a sense of what the spendin 
is now and what it should be, I would be very surprised 
there were crisp perceptions on that point. 


Mr Sutherland: I have one other question, sort of 2 
efficiency question but looking more at the human side. 
am getting a sense that you hear, certainly, stories—it is har 
to get facts—on dropout rates in first year in post-seconda 
education. When we are looking at costs and looking : 
trying to get a handle on that, I was wondering if you hav 
a sense of how we compare with other countries in th 
area. What directions is the ministry taking to try to de 
with that issue so we have a much lower dropout rate? 


I know that at university there seem to be many stu- 
ats coming in who feel under a great deal of pressure to 
xceed while they are there. I think that may be related to 
st and other pressures. There seems to be a higher drop- 
trate in specific programs, and then in other programs it 
a question of deliberate attempts to squeeze people out. 
e we creating the wrong perception to people when we 
: saying, “Come and go for this program, but by year 
o we only want half of you anyway”? 
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Dr Brzustowski: This will date me again, but I re- 
smber sitting in a classroom maybe 300 yards from here 
d being told by the professor in my first-year class: 
ook to the left. Look to the right. One of you three will 
here at the end, but not all of you.” Let me try to deal 
th this in a number of ways. 

First of all, the dropout rates are much higher in the 
lleges than in the universities. One of the reasons this is 
2 case is simply the preparation with which people come 
'the colleges. There are a number of colleges that have 
wted programs in which they take the first term to pre- 
te students for life in a post-secondary institution, giving 
m some study skills, doing any remedial teaching that 
‘eds to be done in communications, in writing, in what- 

























'some colleges it is the greatest single source of increas- 
g enrolments. So that kind of problem can be dealt with. 
hink what the ministry will be doing to the extent of its 


qere are some institutions that have as part of their educa- 
mal philosophy that they assign senior and experienced 
culty members to teach the first year. This is done partic- 
arly in some professional programs, with quite startling 
fects on dropout rates. It is perhaps not something that 
1 the institutions can do, because sometimes the people 
ho are most experienced in a discipline are not the best 
bople for handling a class of 200 individuals who have 
st appeared in post-secondary education for the first 
ime. A lot of the measures of that kind are in place. More 
ill be in place; I am quite sure of that. 

_ In terms of comparisons with other jurisdictions, they 
le all over the map. The experience is absolutely awful in 
laces like the University of Houston’s system, where by 
lw everybody who completes high school in the state 
just be admitted. Their failure rates in first year are of the 
‘der of 70%. The toll that takes in human dimensions, 
\Otivation, time lost, effort lost, discouragement for future 
fe must be just dreadful. I am very proud to say that we 
ave nothing approaching that. Mind you, we do not have 
lat same requirement either. 

There are studies being done recently in Ontario which 
fe suggesting that a very large percentage of the dropouts, 
| disproportionate number of the dropouts comes from 
\ose people who enter in maybe the lowest 10% or 15% 
F the students who have been admitted to the institution. 
gain, it is a conclusion that almost seems obvious after 
ie fact, that somehow the marks do reflect preparation. 
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When one is moved from a system where there is a lot 
of individual attention to a system where one is on one’s 
own, perhaps among 200 other people who are also on 
their own, being able to motivate oneself, being able to 
study independently, are just crucial skills. Not all of our 
high school students have acquired those, obviously. Some 
remedial, some resource-centred programs, learning re- 
source centre facilities help. 


The Chair: I would like to interrupt just from the 
point of view that while this is a very interesting conversa- 
tion, it does not really go in the direction of giving us any 
indication of pre-budgetary information. I do not normally 
do this, but we are running a little bit short of time. We do 
have the minister coming in who is on a tight schedule. 


Mr Sutherland: Sure. I just wanted to ask about 
whether more resources needed to be put in that area, but I 
think I have got it answered. 


The Chair: I do not mean to cut everybody else off. 1 
hope there will be time at the end, but perhaps you could 
move through the other recommendations you are making. 


Dr Brzustowski: I could speed up. On the page la- 
belled “Pressures,” I invite you simply to consider two or 
three pressures in particular that have arisen that are pres- 
sures on university operating grants. Some of them are 
additional costs mandated by government action. Others 
are such things as deferred maintenance. It has not been 
possible for all institutions to maintain their buildings over 
the years. They just have not had the money. That is be- 
coming a problem. 

Faculty renewal is the whole issue of looking now for 
young faculty members to replace those who will be retir- 
ing. I expect you will be hearing a great deal about that 
issue over the next little while. In most of the subject areas 
in Ontario universities, 20% of the existing faculty will 
leave by retirement about two thirds of the way through 
this decade and 50% within the first decade of the next 
century. We are talking about thousands of people at a very 
high level: professoriates, about 20,000 people. 

On the next page, “Ontario student assistance program, 
OSAP, An Umbrella,” the key elements are that it is a 
program of assistance. It is based on financial need. It has 
a number of components. In Ontario alone among prov- 
inces people who demonstrate need receive the grant first. 
When they have reached the limit of the grant, they receive 
the Canada student loan which we administer for Canada, 
up to the limit of that. If they still qualify for additional 
need, they get an Ontario student loan after that. The $410 
million of support offered to 100,000 students comes at a 
cost of slightly over $200 million to the province, of which 
maybe $170 million to $180 million is grants. The rest 
would be interest paid on behalf of students on their loans. 

The next page just has one or two bullet points about 
the program. Some of the issues: People are eligible only 
for eight grant periods. A grant period is a term of study. 
This is perhaps the one aspect of OSAP which is criticized 
the most because it does not allow people to go into graduate 
work and get OSAP. It really also makes people use up their 
eligibility periods if they have studied at the post-secondary 
level anywhere else, not just in Ontario. So if somebody 
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comes in with an honours bachelor’s degree earned in 
India, say, in four years of study, that person is not eligible 
for student assistance under OSAP. At the moment this is 
the single most criticized aspect of the policy of OSAP. 

The ministry still has these problems, not because no- 
body has had the wit to see that they needed fixing, but 
simply because the money has not been available and other 
things were greater priorities within OSAP even. The as- 
sumption of a family contribution becomes controversial. 
There will be a major policy review on the threshold, the 
level of income up to which the maximum OSAP assis- 
tance can be provided. 

Finally, committee members undoubtedly have seen 
some of the publicity surrounding the Council of Ontario 
Universities’ recovery plan. This is on the second to last 
page. This was a plan put forward to the minister in the 
last couple of months and it is a proposal from the univer- 
sities collectively that they need to find an additional $410 
million a year, at maturity, in grants. This would be some- 
thing which would in fact bring the province to the na- 
tional average and somewhat beyond. The proposal is that 
this be made up of an increase in grants and tuition fees. 

I should tell you that just about all the stakeholders and 
the minister’s advisory council agree that the funding 
problem, in terms of the quality of service that can be 
offered and the amount of service that can be offered in the 
universities, is of the order of several hundred million dol- 
lars. Everybody agrees on that, the Ontario Council on 
University Affairs, the Council of Ontario Universities, the 
Ontario Federation of Students, the Ontario Confederation 
of University Faculty Associations. 

I think there is agreement that we are talking about a 
problem right now which needs, in two or three years’ 
time, an increase of about $400 million a year in the an- 
nual grant. This proposal has a component which is a gov- 
ernment grant increase and a tuition fee increase, and since 
it has been discussed so widely in the media, I thought I 
would simply inform committee members of it. 

It has been brought to the ministry. It has been pre- 
sented to the minister. It is on the table as a proposal that 
has come from the system. There have been other propos- 
als, including the proposal from the Ontario Confederation 
of University Faculty Associations, that fees be dropped 
entirely, and that is on the table too. 

You can see that the stakeholders have a keen interest 
in doing something about revenues in the university and 
college system. They do not as yet agree on what should 
be done about that. If I may, I would stop here and would 
be pleased to answer any questions. 
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The Chair: I have three questions. I notice the minis- 
ter has arrived and we know she is on a tight schedule, so 
perhaps we could have the three quick questions from Ms 
Ward, Mr Fletcher and Mrs Sullivan. 


Ms M. Ward: I have just one question. The difference 
between the grants for the universities and the colleges is 
about $1,000, which is fairly significant. Is that justified in 
terms of costs or does it have more of an historical basis? 


Dr Brzustowski: There is a very significant area 
activity in which the universities have responsibilities aj 
the colleges do not, and that is research. The federal gra 
ing councils provide grants, but not the indirect costs 
research, so the provincial grants must pick up those. Tt 
is the largest reason for the difference. 

Ms M. Ward: So it is justified on a cost basis? 

Dr Brzustowski: Yes. : 


| 


Mr Fletcher: I will hold mine, thank you. 


| 
| 
Mrs Sullivan: I want to ask about OSAP, just brie 
Was the program changed to take more into account 
needs of people who are leaving the workforce and need 
go back into the school system for retraining and are n 
now able to meet the criterion, including because of fami 
home ownership or because the assumption of family co 
tribution means that the family would have to bankru 
itself before a breadwinner could go back into the systen 
What kind of analysis have you done on needs upgradit 
to meet the needs of returning students and the impact th 
would have on your budgetary request? | 
Dr Brzustowski: The ministry staff up in Thund 
Bay, because that is where these people are, have analys« 
a number of options of extending those to more and mo 
people in need. They tend to come in $10-million chunk 
It is not as good an answer as I would like to give you, b 
we are talking about—to do, for example, what you su: 
gest, to allow the threshold to be much higher for peop 
who find themselves unemployed, we are probably talkit 
about something between $5 million and $10 million. 
make it significant for a number of people, enough 
make a difference, that kind of range. 


Mrs Sullivan: But in a program that costs $270 mi 
lion to the province to deliver $410 million, $5 million 
peanuts. 


Dr Brzustowski: It is $220 million. Yes, I quite agr 
with that. One still has to get it in the allocations. 

Mr Curling: Just a quick question: I notice that r 
mention of counselling was in your presentation at tl 
moment. Pressures: Over the years at the colleges, I su 
pose the dropout rates are indicative of the fact that prop 
counselling or proper guidance are not given there. W. 
that one of your pressures? 

Dr Brzustowski: It is very much a part of the strat 
gies being developed to handle the dropout rates explicith 


The Chair: We do have a couple of minutes. I ha\ 
been informed that the minister is waiting for the deput 
minister, so I will allow the questions that Mr Fletch 
graciously ceded. 


Mr Fletcher: I have a question about colleges an 
your vision of what colleges should be. I know it is yor 
own vision and not just a model there either. I was ju 
wondering, has Colleges and Universities started the pr 
cess of moving towards perhaps polytechnical institute 
instead of what we have? 

Dr Brzustowski: They have started a process of mo’ 
ing together and the impetus for that has been most recent 
the work done prior to the publication of Vision 200 
which really advocates it. For all sorts of good reasons, th 
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titutions should get closer together and that is happen- 
. It is happening between existing institutions. 

Mr Fletcher: Such as Conestoga College moving to- 
rds, let’s say, Doon campus in the Kitchener area. 


Dr Brzustowski: Right. 
Mr Fletcher: Moving all the campuses to that area. 


Dr Brzustowski: And Conestoga College collaborat- 
-much more closely in certain programs with the Uni- 
‘sity of Waterloo or with Wilfrid Laurier University. 
at is happening. 

Mr Fletcher: What happens to accessibility when you 
‘that? Does that not create more expense for people who 
ve to travel to the campus and perhaps even the residences? 


Dr Brzustowski: Let me take that in pieces. The col- 
oration among institutions generally begins with institu- 
ns moving to make it easier for students to do 
ething which they have thought up in the first place. It 
amazing how inventive students are in this. I think we 
a take pride in not having put up impenetrable barriers. 
ere are about 3,000 university graduates who are now 
lishing off with college diplomas. Nobody invented such 
rogram, nobody designed it. It makes a lot of sense—a 
ineral education, technical specialty—we just did not 
vent it. 

But the whole business of making college programs 
sre attractive and specializing—but this college, because 
is close to this university, has a very special program— 
s the implication which you mentioned. The colleges 
ve been community institutions heretofore and have not 
residences. But if such specialties arise, they will have 
have residences because they will attract people from a 
eater distance. So there are implications for accessibility, 
solutely. . 


Mr Jamison: I would just like to address the area of 
7 development. We talked about a mindset, the change 
‘mindset, what was considered to be a profile develop- 
ent in the future. How much does the co-operative effort 
ay? I know it is funding in the sense of technology, how 
chnology is advancing in the workplace. How much does 
co-operative effort bring players together and so forth 
lated to funding? 


Dr Brzustowski: I would say that nothing short of a 
ry intensive and sincere co-operation among all the 
ayers, right from educational institutions, through labour, 
rough the business community, is going to make these 
anges; nothing short of that. I think Mr Phillips is right 
at there have been words on this, but it is hard to see 
‘tions. There are individual actions, and one can point to 
pocket here or a pocket there where it has happened, but 
think in terms of a massive change in attitude, nothing 
jort of a real partnership where all parties recognize that 
is is a common interest will do it. I would hope some of 
jis can start happening, and the sooner the better. I do not 
ive prescriptions, but I have that hope. 


The Chair: Thank you for making your presentation 
is afternoon. 

Dr Brzustowski: Thank you, Mr Chairman. I appreci- 
je the chance to speak to the committee. 






































The Chair: Just an announcement to the committee 
that the Treasurer has confirmed that he will be present on 
Thursday from 12:30 to 1:30. We have also requested, if it 
is possible, for him to bring the third-quarter figures. 

Mr Phillips: I do not think it is worth while being 
here unless he does have them with him, so I just assume 
they will be available. That is the whole basis on which we 
set the date this morning. Is that the case, Mr Chairman? 


The Chair: I have not had any confirmation that he 
has the numbers. 


Mr Phillips: I am just saying to you that the whole 
reason for his coming, or the major reason, is so that we 
have some idea of revenue. He announced last week in the 
media that the results would be available this week. I sent 
you a note saying I do not think it is worth while meet- 
ing—if we can meet him the next day when he has the 
numbers, that makes sense, but to go through it and then to 
release the figures a day later, we are wasting our time. 


The Chair: I can pass that along and we can make 
sure. If he does not have the numbers, then we can discuss 
what we will do. We have another meeting this week. 


MINISTRY OF EDUCATION 


The Chair: We have with us today the Minister of 
Education, the Honourable Marion Boyd; Robert Mitton, 
the deputy minister; Mark Larratt-Smith, the Assistant 
Deputy Minister of Education, and it looks like there are a 
few more. 


Hon Mrs Boyd: And a cast of thousands. 


The Chair: I would like to thank you for coming and 
giving us a presentation on what we can expect or what you 
might be looking for in terms of pre-budgetary consultation. 


Hon Mrs Boyd: I would like to just begin by saying 
that we felt it was really valuable for the committee to 
have some background information on the funding of ele- 
mentary and secondary education in Ontario. It is fairly 
complex and it is important for people to understand the 
education funding model that is currently in place and for 
us to be able to demonstrate the kinds of pressures that are 
on that current funding model. 

For the first part of the presentation, Mr Mitton is 
going to do a total finance overview and Mr Larratt-Smith 
will talk about the operating system and the capital system, 
and then we will identify some of our general pressures. 
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Mr Mitton: In a very general way, we collect money 
for education from two sources, one from the general reve- 
nue pot of the provincial government, and school boards 
are given the authority to collect education funds from the 
local property tax base. So that it how we collect it. In the 
latter part of this presentation, Mark Larratt-Smith is going 
to explain the system by which we allocate funds to school 
boards for education. 

I want to just talk about that whole expenditure picture, 
and revenue for that matter, across the province and in 
recent years explain a little bit about the magnitude of that. 
If you have the slides, you can follow along as I go. lam 
going to speak to the first six slides. 
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The general magnitude of expenditures on elementary 
and secondary education in the province is at $12 billion in 
1990, in the last calendar year, and that served a total 
enrolment of almost 1.8 million pupils and 122 school 
boards. The provincial grants accounted for $5.5 billion of 
that, which amounts to about 41.5%. The remainder of that 
$12-billion figure, $6.5 billion, came from property taxes. 

On the second slide, the general areas of finance fall 
into these three categories. The first one and the second 
one are the ones that get the most attention; the last one is 
less obvious. The operating expenditures really represent 
the biggest portion, and the largest portion of that is 
teachers’ salaries. Capital expenditures are $540 million 
and the teachers’ pension fund, $660 million. 

On the third slide, the provincial support represents and 
has represented historically from 60% to 40%, and in 
1990, roughly 41% to 45% of total expenditures. The local 
share of recognized expenditures is about 34%, and the 
remaining 21% of total expenditures is funded entirely by 
the local sector, which is not recognized for grant pur- 
poses. School boards can raise funds through their prop- 
erty taxes in budgets above the recognized expenditures of 
the province. 

There are five main categories of provincial grants that 
are shown in that exploded pie diagram. The category 1 
grant or the basic per-pupil grant is the largest component 
and it equals $3.1 billion. The category 2 grant, equalling 
$200 million, provides additional support to boards for the 
delivery of a base level of service that experience addi- 
tional costs as a result of geographic or demographic or 
socioeconomic conditions that vary across the province. 

The category 3 grants of about $1.2 billion are pro- 
vided as incentive grants to encourage boards to extend 
programs and services that respond to local needs or meet 
provincial priorities. Category 4 is the capital slice, $332 
million last year, which assists school boards in financing 
approved capital projects, including new schools and addi- 
tions, site purchases, replacements and renovations, and in 
some places, acquisition of portables. Category 5 covers 
additional provincial support for education, and it is pri- 
marily the province’s contribution to the employers’ share 
of teachers’ pension payments. 

Slide 4, total board expenditures, illustrates the prov- 
ince versus the local share as this has varied from 1980 to 
1990. The graph illustrates that provincial grants have in- 
creased annually in an absolute sense but that expenditures 
have increased at a much greater rate. Consequently, the 
rate of support by the province has fallen during that time. 
Since 1980, school board expenditures have increased by 
inflation 84% and provincial support increased by 101%, 
or $2.3 billion in absolute terms. 

The recognized spending increased by $4.6 billion, or 
120%; the unrecognized spending increased by $2 billion, 
or 459%. That is the discretionary spending on the part of 
boards. The large increase in unrecognized expenditures 
has contributed to the funding inequity which now cur- 
rently exists among boards. Mark Larratt-Smith will come 
back and explain how that happens in a moment. 

Slide 5, which is the operating expenditures slide, an- 
other exploded pie, pieces of that, instructional salaries 


represent the largest component of total operating expenc 
tures, and that is 63%. The benefits associated with 
instructional component represent close to 7%; other salari 
and benefits comprise about 9%. This is for non-teachit 
staff. Learning materials and transportation represent 8 
and 6%, respectively. Then other expenditures compri 
8% and they include things such as transfers to the capit 
fund, consultant fees and contract services. 

On slide 6, education revenues, education grants mal 
up 41.5% of operating expenditures and the local sect 
revenues for operating purposes are generated throu; 
commercial and residential taxes. That breaks out at re 
dential taxes contributing about 35% of the total operatir 
revenues. Commercial taxes contribute about 24% of tot 
operating revenues. All those are hard numbers to take, b 
they are important to understand the breakdown and tI 
orders of magnitude. Mark, I will turn my chair to you. — 


Mr Larratt-Smith: What I am going to try and do 
take you through how the current model works on t 
operating side and then talk a little bit about the capit 
expenditures over the last few years. If you will turn to tl 
page that has this particular diagram on it, I think it will t 
helpful. It is an attempt to show, as best we can, how tl 
model works board by board. 

The diagram on the left-hand side has the amount spe 
per student and it has boards listed along the bottor 
boards plotted against that particular expenditure per st 
dent. It is a diagram for the elementary panel only, becau: 
of course you have some situations where Catholic boar 
are still not fully extended. So this particular diagram 
representative of the elementary panel. 

You will note the solid line that runs across about tw 
thirds of the way up. That is the current grant ceiling f 
elementary, which is a per-pupil expenditure ceiling ¢ 
$3,500 per student. What that means is that the provinc 
establishes an equalized mill rate across the province wii 
data that are given to us by the Ministry of Revenue so th 
the level of local tax effort is the same whether it is | 
Kirkland Lake or whether it is in Metropolitan Toronto an 
plots that against the amount of money it will actually rais 
per student. Then the balance up to the grant ceiling 
provided by the provincial grant. So if you will look up th 
curving line that is plotted there, that indicates the amour 
of local wealth on an equalized basis that is raised b 
individual school boards, given that equalized assessmen 
The balance, as indicated in the diagram, is contributed i 
the form of provincial grants. The interesting thing is th 
very wide disparity in local wealth in that equalized a: 
sessment, with the Metropolitan Toronto School Board o 
the extreme left-hand side raising over $4,000 per studen 
even with the equalized assessment, and with the Kirklan 
Lake District Roman Catholic Separate School Board raisin 
only $275 per student. 
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There is a lot of talk in the education system these day 
about negative grant. Negative grant is very visibly den 
onstrated to you by that little portion at the left-hand sid 
of the chart where the equalized assessment for two board 
raises above the ceiling so that the local wealth is such th 


‘equalized assessment generates more than the provin- 
| ceiling. 

If you turn a couple of pages back in your package, I 
ieve, you will find what looks like the same diagram 
h an additional overlay. It really just adds to the story 
t is on the first diagram. I am not talking about this one. 
s the same chart. It is a little further on, but I think it is 
rth speaking about it at the same time. 

This chart is identically the same as the other one ex- 
wt that it adds the plotting of the total expenditure per 
dent. We are still talking about the elementary panel. 
. are talking of the total expenditure per student by 
ards related to the provincial grants and the local share. 
e very up-and-down line that is above the ceiling indi- 
es the total board spending, and virtually every elemen- 
y panel is above the ceiling that has currently been set 
the province. It also indicates in general terms that 
ards with a large amount of assessment wealth are more 
le to make those extra expenditures than the boards on 
' right-hand side of the chart, which have very little 
| essment wealth. 

The variations, however, are significant and they 
wuld reflect obviously different communities’ decisions 
d priorities with regard to education. They would also in 
me instances indicate the efforts of separate school 
ards to remain at the same level of both service and 
sation as their coterminous public boards. 


| Turning back in your package, you will find a slide 
lich is entitled Summary of Pressures on the Current 
odel. I think I can summarize those fairly quickly with 
ef reference to one other chart. The decreasing provin- 
il rate of support is demonstrated on another chart which 
included in the package right behind that first one and 
dicates that from 1980 to 1990 the overall rate of support 
s declined on total provincial support. That would in- 
ude all of the components that Mr Mitton outlined to 
u. It would not include the pension contribution; it 
ould include capital. That has gone down over that 10- 
lar period from 55.9% to 45.2%. 


_ Mrs Sullivan: If you included these teachers’ pension 
oneys, what would those rates of support be in that in- 
nce? 

| Mr Larratt-Smith: I cannot give you over the 10- 
lar rate of support. I can tell you that for 1990 the rate 
ould have been 56.9% 

| The rate of support on total operating, which is just the 
yerating portion of school boards’ expenditures but in- 
ides all of their operating expenditures, both those ap- 
loved under ceilings by the province and those which 
yards choose to fund and raise above ceilings, the decline 
the rate of support over 10 years has been from 52.1% 
pwn to 41.3%. 

Retuming to the summary of pressures, the second 
hint there is the very large wealth differential between 
ards, and I believe that was demonstrated in the two 
larts that we discussed in detail a few moments ago. 
1ere is an increasing expenditure variance among boards 
id that certainly is shown by the variety in that total 
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expenditure line on the expenditure per elementary stu- 
dent. 

There has been an experience of double-digit mill rate 
increases over the past few years and there has been an 
increase in the number of boards with operating deficits, 
which has been a problem that the ministry has been ad- 
dressing over the past several years. I pointed out the nega- 
tive grant phenomenon and the final item of pressure is an 
increased backlog of unmet capital needs. 

Turning to the capital— 


Mr Phillips: Just a point of clarification on the pro- 
vincial rate of support, the $5.4 billion includes capital and 
pension, is that right? 

Hon Mrs Boyd: Everything but not pension. 


Mr Larratt-Smith: That includes the provincial sup- 
port rate not including pensions. 


Mr Phillips: You are sure of that? 


Mr Larratt-Smith: I apologize, Mr Phillips. I did say 
it did not include pensions. In fact it includes everything, 
including the above-ceiling expenditure. The 56.9% is the 
percentage of approved, including pension and capital. The 
45.2% is everything included. 

Mr Phillips: We used to try to use that number, but it 
never flew, and I do not think it will fly. I think it is too 
late. Nice try. The $5.4 billion is pension and capital. 


Mr Larratt-Smith: If I could tur to slide 12, if they 
are numbered in your package, that is the first slide that 
outlines the capital component of this presentation. That is 
titled “School Inventory.” 

It indicates there is currently a set of schools of institu- 
tions out there in the province with a replacement value of 
approximately $20 billion. That includes 3,900 elementary 
schools and 800 secondary schools for a total of 4,700 
schools. There are currently about 8,300 portables in the 
system and there are roughly 900 child care facilities oper- 
ating attached to school buildings. 

The growth in school capital needs has been remark- 
able over the last few years. Prior to 1985, the ministry 
was spending in support of capital construction in the 
order of $70 million per year. Since that time, there has 
been very rapid growth and that rapid growth has tended to 
be highly localized in two areas, in the greater Toronto 
area and to a lesser extent in Ottawa-Carleton. 

That has been a function of the baby boom echo, a 
function of net immigration into Ontario, and that would 
include both immigrants and movement within Canada to 
Ontario. It has also been a function to some extent of a 
growth in kindergarten and junior kindergarten classes in 
school boards. 

The final point is it has been affected by lower pupil- 
teacher ratios which have either been identified and man- 
dated by the province, as in the case of grades | and 2, or 
have been negotiated as part of collective agreements with 
teachers’ federations. 

Provincial initiatives over that period of time have also 
contributed to the pressure on capital in the school system. 
The separate extension of Bill 30 has created a number of 
situations where schools had to be moved, with inevitable 
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dislocation and with demands for students moving from 
one system to another. | 

Child care is now and was mandated several years ago 
for all new schools. All new schools, both elementary and 
secondary, would include a child care facility. Pressures 
been placed on the stock of schools through the introduc- 
tion of Bill 75 and the creation of French-language schools 
and, in a couple of instances in Toronto and Ottawa, 
French-language school boards. 

1500 

I have already mentioned the class size reduction in 
grades 1 and 2 and the extension in junior and senior kinder- 
garten. The renewal of technological education has also 
placed a particular cost on schools in terms of a need for 
what are really quite expensive facilities. 

The next slide indicates the total requests that have 
come in in the annual capital expenditure forecast exercise 
which the ministry conducts with all school boards. In 
1985, the request from all boards was in the order of $398 
million. This last year, it has been over $2 billion in requests. 

Turning to the next slide on funding, there has been 
greatly increased funding from 1985 onward. Initially, 
$900 million was granted in 1989 and extended to $1.5 
billion, so that there is, from 1989 through 1993, $300 
million a year being assigned to capital construction. In 
addition to that, there is $32 million a year in special capi- 
tal, related basically to the tech ed and the junior kinder- 
garten initiatives, which has also been committed. In 
summary, $3 billion worth of capital approvals have been 
made since 1985. 

Turning to the next chart on capital allocations, this 
shows the breakout as between the growth areas of the 
province and the non-growth areas. I should mention that 
one of the issues that certainly the ministry has to deal 
with is the fact that the Education Act requires that stu- 
dents be provided with instruction. Where their facilities 
are simply inadequate for the number of students, that be- 
comes a very high priority in terms of both the school 
boards’ and the ministry’s allocation of available dollars. 

What that has resulted in is a very heavy orientation of 
the ministry’s capital program towards the growth areas. 
You will note over the six years from 1985 to 1990 an 
average in the high 80s or low 90s of the percentage of the 
ministry’s capital budget has gone in the growth area: 88% 
in 1985, rising to 96% in 1988 and 87% in 1990. 

The final slide just summarizes some of the school 
capital pressures that are currently being experienced in 
the province. The first one is unmet new school needs in 
high-growth areas. Even with that very high percentage of 
money allocated to growth areas, there are a number of 
needs that have not been met within the budgets available. 

There has also been a backlog in renovation and retro- 
fit projects because of the relatively small amount of 
money that the province could devote to supporting school 
boards in undertaking those particular activities, and there 
have been school space pressures, many of them created 
by provincial program initiatives such as the 20-to-1 initia- 
tive or the JK and senior kindergarten extension. 

As a final pressure, there are a variety of environmen- 
tal issues, most of which seem to occur with relatively 
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little notice, although often they are the result of an ol 
school stock, schools built to standards with materials t 
would not necessarily be used today but that were used 
the time of construction. So there have been a num 
issues related to the environment of school buildings, as 
tos perhaps being the most widely publicized one, wh 
have created additional pressure on our capital grant p’ 
gram. 

Hon Mrs Boyd: Our real question is where we 
from here. There are a number of education and finar 
issues that need to be addressed. Part of the problem is : 
the issues are often fairly complex and they overlap ir 
other areas. Given the kinds of initiatives that we want 
make in terms of children’s social service needs and al 
the way in which we overlap with municipal financing a 
what the interlock is there, it tends to make this alrea 
complex situation that much more complex. a 

We do not believe that anyone in the province is sat 
fied or happy with the way in which education is finance 
We may have different reasons for being unhappy depen 
ing on what sector we come from and what our particul 
local issues are, but we believe that the system is n 
working well. It is important for us as a government 
invite the province to examine fully ways in which \ 
might alter the current funding arrangements so that th 
meet need more exactly but also so that the equity issu 
that arise are dealt with in a fair way. 


It is important to have a hearing such as this for peop 
to get some of their concerns out on the table and to | 
sure that this committee understands where the pressur 
are for us in the Education ministry. It is our hope that, 
we go on through the process of the Fair Tax Commissio 
we can find ways to relieve the current burden on fl 
property tax base which, I think is fairly agreed across tl 
provinces, is much too burdensome because it takes 1 
account of people’s ability to pay. 

We need to ensure that we are continuing to provide 
fair and equitable opportunity for education in every ar 
of the province and that is indeed a challenge, given th 
disparity that you saw between the assessment bases - 
different communities and also within the confines of o1 
decision-making process with local boards having a goc 
deal of local autonomy about the choices that they make i 
terms of program availability. 

The select committee on education finance made 
number of recommendations in its third report on dire 
tions for reform. It is our belief that those need to t 
considered very carefully, and the ministry has every it 
tention of pressing for a thorough consideration of thos 
reforms. The funding principles as described in the repo 
on equity, on the adequacy of financing and on the issue 
around accountability are ones that concern us all. Thos 
are the major areas where we feel the study of educatio 
financing needs to be placed. 


Mr Phillips: Looking back to the big consultation th: 
took place six months ago, if there was one issue that 
really got hammered on in Metro, it was this one. I thin 
the people of Ontario are expecting a fulfilment of th 
commitment that was in An Agenda for People, certainl 





‘teachers. I look back on the teachers’ campaign and it 
3; extremely effective. 

The trustees in Metro Toronto ran a campaign and your 
ty, in response to that, said it would fund 20% of the 
t of Metropolitan Toronto education and 60% across the 
vince. I think there is going to be, particularly as prop- 
tax bills come out and that commitment was made to 
m six months ago—I am not sure that the Fair Tax 
mmission and other things are going to work, are going 
fly because, as I say, if there is are one thing that the 
stees in Toronto, trustees in Ontario, the teachers of 
tario and the property tax people of Ontario are watch- 
, it is the 60%. I think they will recognize a study and 
at not for what it might be. 

What is the timetable for moving to the 60%? How 
ny dollars need to be committed this year to do that? 
sond, I just want assurances that your 60% does not 
Jude capital and pension because I do not think that was 
‘tr the expectation of the trustees and the teachers and 
public. A third issue is the Metro funding. I think after 
election you committed to funding 20% of the public 
‘tro board’s cost and I would like to know the timetable 
that, because they are the board and you have two of 
Jr current members who sat on that board who also 
ide that commitment. The last is a smaller one, but there 
a group coming on with us afterwards that I think may 
interested in lot levies. I would like to know what the 
sition of the ministry will be in terms of funding facili- 
5 through lot levies. 




























| But my three major ones. as I say, which I think are 
ing to be absolutely crucial to the people of Ontario are: 
st, your timetable on what funds are required to move to 
jt 60%—I think in your agenda you had a five-year 
etable, the first two years $1.6 billion; second, the time- 
ile of commitment for the 20% for Metro public board; 
rd, just assurances that in your 60% you are not includ- 


# pension and capital. 

| Hon Mrs Boyd: First of all, you are quite right that in 
1 Agenda for People we were talking about a five-year 
hetable. It is really important that we be very clear that 
ven the current financial circumstances, we think it will 
tainly take that full length of time to make the changes 
d that it fits well with our intention to look at the entire 
k structure, the way in which we collect revenues and 
in the way in which we distribute revenues. 

Basically the issue of 60% or 40%, however we want 
do it, gets very muddy because of the very difference in 
sessment base and so on. Obviously some boards get a 
ich higher percentage of provincial funding and others 
ver. One of the equity issues we need to look at is how 
it works. When the whole issue of 60% came up, it was 
|restore the balance that had existed in 1975 of the fi- 
incing. That did include, at that point in time, as far as 
\/ understanding is— 


Mr Phillips: Easy. 
| Hon Mrs Boyd: | am sorry? 
| Mr Phillips: It included capital and pension. 
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Hon Mrs Boyd: Yes, it is certainly my understanding, 
in a different way, because the formulae were different. 


Mr Phillips: The teachers would be interested in that, 
but go on. 


Hon Mrs Boyd: Superannuation was in a whole dif- 
ferent kind of situation at that point, but my understanding 
certainly was that the change in the way the funding went 
meant that that money was separated out. 

Mr Phillips: So your 60% promise included pension 
and capital. 


Hon Mrs Boyd: That is certainly my understanding 
of it. I stand to be corrected by my fellow members, but 
we were talking about the total funding. 


Mr Phillips: The Ontario Secondary School Teachers’ 
Federation will be interested. Go ahead. 

Hon Mrs Boyd: It is certainly my understanding of it 
and certainly what I was campaigning on. It was to restore 
that balance in terms of the costs that the province was 
putting into the cost of education, to renew the dispropor- 
tionate share that was coming out of property taxes. 


Mr Phillips: The timetable for getting the 60%, how 
much we need to provide this year, the timetable for the 20%. 


Hon Mrs Boyd: I think I made it clear in the Legisla- 
ture that we were not in any way prepared at that time in 
December to make any commitments about the changes 
this year because the general legislative grant had not been 
decided. We are still discussing that. 

My sense is that given the financial situation, as I have 
been warning school boards and trustees as I go around the 
province, we cannot expect a great deal this year in terms 
of change. It is our position that we need to be not just 
jiggering with this particular formula, which we do not 
feel is really the kind of vehicle that is going to make that 
balance more equitable in the long run. It has been fixed 
and poked at and changed and so on for a long time. 

As we have been saying as we go around the province, 
we do not believe we can make any great improvement in 
the situation, if at all, this year but that over the period of 
time with looking at the whole system and figuring out 
new ways in which to raise funds and to distribute them 
indeed we can make a major move within five years. My 
hope is to make that target. 

Mr Phillips: So just to clarify, then, you are not going 
to be moving to the 60% although it was promised in the 
agenda— 

Hon Mrs Boyd: I did not say that. I said I cannot tell 
you that now because the GLG has not been decided yet. 
We are still working at the figures and still deciding on the 
transfer payments in all areas, so I cannot tell you one way 
or the other at this point in time because that decision has 
not been made yet. But I would certainly tell members of 
the committee my belief is that if we are able to make 
much improvement it will not be much of an improvement 
this year, given the financial circumstances we find our- 
selves in. 

Mr Phillips: I have a view on the financial circum- 
stances that will come up later. I think the commitments 
were made saying there was a recession and I am sensitive 
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about this because, believe me, those were fairly solid 
commitments to the school boards, the property tax people 
and the teachers. I think it is going to be very difficult if 
progress is not made on them to explain that. 

Mr Fletcher: Just a couple of questions. I am looking 
at the back page, “School Capital Pressures.” I heard the 
minister say that school boards would be given more local 
autonomy when it came to provincially mandated pro- 
grams. Does that mean more local autonomy when it 
comes to some of the high-priced programs that the previ- 
ous government implemented, such as junior kindergarten 
and some of the tech programs? 


Hon Mrs Boyd: I am not sure I quite understand. 


Mr Fletcher: I heard you mention that school boards 
would be given more local autonomy when it came to 
provincially mandated programs. I am-sure that is what I 
heard. Did I hear you wrong? 


Hon Mrs Boyd: No, what I am saying is that there is 
a fair amount of local autonomy, that the decision-making 
is made at that level. One of our problems as a provincial 
government is, because of the way in which the power to 
make decisions at the local level is very much the respon- 
sibility of local school boards, the issue of limiting those 
discretionary costs of local school boards is extremely dif- 
ficult for us as a provincial government, as it has been for 
any other government. Part of the problem we have is that 
the disparity between the provincial share and the locally 
raised share grows exponentially if the discretionary costs 
of a board grow over and above ceiling. That creates some 
really big problems for us. I mean, in 1975 when we were 
talking about the 60%, we were looking at a situation 
where boards were not putting on the variety and the kinds 
of programs that they now feel they must do. 

We also have to remember that in 1975 there were 
expenditure controls in place by the ministry which were 
subsequently removed. So the 60% figure, which did in- 
clude capital costs, was controlled in terms of the expendi- 
ture ceilings that were there. 


Mr Fletcher: As a former trustee, I can mention right 
now that reaching the 60% figure is not the goal; as long 
we start to move in that direction. I understand you are 
moving in that direction. 

One other thing that I noticed was accountability. Is 
that the accountability by school boards as far as how much 
they can raise taxes or how they spend their budgets? 


Hon Mrs Boyd: I think it is both. As a matter of fact, 
we do have school boards in the province that have know- 
ingly not raised their mill rates as much as their budgets 
indicated they needed to to meet the expenditures they 
were proposing to make. That is a real concern for all of us 
in the rest of the province when other school boards are 
prepared to do that. 

In terms of the accountability of spending, that would 
apply of course to school boards as well as to the ministry. 
There need to be really good ways in which we can be sure 
that accountability is a shared responsibility between local 
boards and the ministry. I think many local boards feel 
sometimes that all the pressure has been on them, and what 
we are saying is that we know we need to be accountable 
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and we need to be responsible and we are asking the sai 
of local school boards. | 
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Mr Fletcher: Yes. I think that is about time. I thi 
that is what school boards are asking for. | 

Mr Sutherland: On page 5, the graph about total « 
erating expenditures, learning materials are here at 8 
Has that figure been growing as a percentage of the over 
costs? 


Hon Mrs Boyd: Historically, I think it has been 
tween 8% and 10%. 


Mr Sutherland: With the large input, both at the tec 
nological level and with computers, do we see that figt 
growing? | 





Hon Mrs Boyd: Certainly we are going to be in 
position where in order to support that kind of situation, 
the equipment costs, the training costs, the difference 
space requirements, to really fulfil the technical need, tl 
is going to be extremely difficult, in percentage terms, 
make sure that that piece of the pie stays intact. 


Mr Mitton: I think that in an absolute sense there h 
been significant growth with technology and increased t 
of technology in the classroom, but on a relative ba 
everything else is growing so fast as well, in terms 
teachers’ salaries and other benefits and operating cos 
that it does not show in this context being out of prop 
tion, plus or minus 2%. 


Mr Sutherland: Thank you. The other question- 
asked it earlier when the Colleges and Universities rep w 
here—the growing trend with these property tax coalitio 
that have sprouted up across the province, it seems one 
their major focuses is education and increases in educati 
taxes at the municipal level. I was wondering if you s 
that as part of a lack of understanding by the general pu 
lic about what it costs to have a good quality educati 
system, and maybe just some comments on how we % 
comparing with other jurisdictions in terms of fundi 
within the country and maybe with some of the Europe 
countries. 


Hon Mrs Boyd: I think you are quite right that in fi 
the general public has very little idea how education 
funded or what is involved. Part of our argument about tl 
whole system of funding is that it is extremely comple 
and if you live in Kirkland Lake, this means a whole d 
ferent thing to you than it does if you live in Metropolit 
Toronto and anywhere in between the two extremes. 

The whole issue of equalized assessment is extreme 
difficult for people to understand. I think, as citizens, 1 
do not understand very well how we are taxed and wh 
the purpose of that is. I do not think it is well understood 
do think it is difficult to explain to the average pers« 
However, I must say I think it is something that we need 
be much clearer about so that people have a better und 
standing. 

In terms of the other, I am sorry, I have forgotten— 


Mr Sutherland: Just how we compare with other jur 
dictions within the country and internationally. 
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Mr Mitton: In Canada our expenditure per pupil is 
the highest, but it is in the top two or three. Mark, you 
y help me with this. I believe Sweden and Japan have 
ater expenditures per pupil than we do, but we also rate 
he top five or six worldwide in the free world. 


Mr Larratt-Smith: That is basically true. 


Hon Mrs Boyd: So we are not in the abysmal posi- 
1 that we are in in post-secondary education and I think 
need to be aware of that. Where we need to be control- 
s costs and where we need to be looking at it is in the 
‘ices we make about the programs we offer and the way 
which local communities are prepared to support those. 
ink sometimes local communities are not aware enough 
what the choice around program means or the choice 
und building a new school means and what that will 
intually mean to their share of the costs of education. 


Mrs Sullivan: Minister, I was interested in your re- 
mse to Mr Phillips’s question relating to the provincial 
Jerwriting of operating costs. I have some questions re- 
ng to capital, but I wanted to clarify again your 60% 
ymise, which you have indicated would take place over a 
2-year period. For the first time today I heard that that 
luded teachers’ pension plan contributions and capital. I 
inder if you are also limiting it to recognized expenditures? 


‘Hon Mrs Boyd: I am sorry, to the recognized expen- 
ures? 


‘Mrs Sullivan: Yes. 


‘Hon Mrs Boyd: In the original Agenda for People, 
, that was not the intention. 


Mrs Sullivan: I see, all right. So, that clarifies that. 
On the capital side, will you continue multi-year fund- 
s? Is that your anticipation? 


> 

Hon Mrs Boyd: It is certainly, we think, to everyone’s 
nefit to have a long-range plan and that people know in 
vance and are able to do their preparations in advance. 
lat seems to have worked well. It does certainly add 
essures in terms of rapid changes. We are seeing the 
batest pressure in terms of capital expenditures, for ex- 
hple, where there have been just rapid changes of popu- 
‘ion that were not anticipated and children are coming on 
eam, ready to go to school earlier than was expected. 
lere is not much flexibility with the multi-year planning 
| that and that is where a lot of the pressure is that we are 
zing. But at the same time, in order to plan effectively, it 
tainly is our belief that the long-range plans are impor- 
at. It also adds to the local accountability of boards, that 
2y interface with the municipality around planning issues 
ensure that that multi-year plan is taken into account 
1en there is an expansion of development. 


Mrs Sullivan: If you are going to continue the multi- 
ar funding, given that the requests which have come in 
rough the compiling of the lists at the trustee level are 
pnificantly higher for this year over last year, would you 
) looking then to expand your capital commitment this 
bar, say, from the $300 million that was spent last year to 
sthaps $500 million? 

Hon Mrs Boyd: We certainly know that that demand 
very high. I guess we are in a situation where, given our 
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financial situation, given the revenues as we anticipate 
them to be, we are going to have to be making difficult 
choices about the priorities there. I cannot give you a com- 
mitment one way or the other because, to be quite frank, 
the decision has not been made at this point, but we do 
know that the pressures are very high in terms of capital 
requests, both catch-up requests, ones that have not been 
approved before and have sort of been bumped up a year, 
but also new requests, and that is a serious problem, I 
think, for many communities. 

Mrs Sullivan: When you were soliciting the capital 
lists this year, did you ask again for A lists and B lists, the 
renovation and the new as well? 

Hon Mrs Boyd: Yes. 

Mr Mitton: Yes, we did. 

Mrs Sullivan: Are you looking at about the same pro- 
portion, 87 to 13, or where are you seeing that pressure 
situation? Are you seeing it coming in for new or are you 
seeing a substantial increase in renovation requests? 

Hon Mrs Boyd: I do not think the balance is substan- 
tially different, but we know with the aging stock that we 
have in no-growth areas that it is going to increase sub- 
stantially over the coming years. We have certainly had 
lots of warning about that, but I think it is around 15%, 16%. 

Mr Larratt-Smith: We have not got the final answer 
on that yet. 

Hon Mrs Boyd: Yes. The ones we have looked at, it 
looks as though it is within a couple of percentage points, 
but that bump has not hit us yet. I think boards, particu- 
larly in Metro Toronto but all boards that have an aging 
school stock, are recognizing, as the universities are, that 
indeed that is an increasing problem. 

The other issue for us is that while we may talk about 
growth boards as boards where there is potential growth in 
terms of assessment, there is also growth because of hous- 
ing intensification in older boards, and we are not talking 
about new schools there but we are talking about growth in 
enrolment, and that is creating an enormous pressure in 
some communities. 

Mrs Sullivan: For this year’s budget, would you be 
expecting to look at some innovative financing mecha- 
nisms that may be outside of the regular routine, whether it 
is lot levies or whether it is developers providing the 
school over a long-term lease and so on? Would you be 
factoring that into your budgetary proposals? 

Hon Mrs Boyd: Certainly we will be looking at all 
ways of maximizing the fund-raising, but I would caution 
you again that it is our belief that we do not want to make 
major changes until we get the feedback around the taxa- 
tion commission. . 

Mrs Sullivan: In other words, you will not be making 
that kind of a recommendation to the Treasurer this year? 

Hon Mrs Boyd: I would not go so far as to say that. 
Certainly we know that in order to begin to meet our com- 
mitments, we do have to find new ways of raising money 
and we are considering a number of possibilities. 

Mrs Sullivan: When will you be announcing the 
GLGs? 


F-210 





1530 


Hon Mrs Boyd: You will have to ask the Treasurer, 
actually. I know the final decision on transfer payments 
has not yet been made and is still in the discussion stage, 
but we are also aware of what pressure that puts on local 
communities that are trying to budget, so we are trying to 
do it as quickly as we can. I would expect by the middle of 
February at the very latest, personally, just in terms of the 
way the process is going, but I understand that the Trea- 
surer is coming to speak to you on Thursday and you can 
certainly ask him. 


Mrs Sullivan: Finally, are you going to be addressing 
the question of the deficits among the Roman Catholic 
separate school boards as part of your budget request this 
year, and do you know what the totals come to? 

Hon Mrs Boyd: The totals of the deficits? They are 
not all Roman Catholic boards, just incidentally. 


Mr Mitton: They are not all Roman Catholic boards 
and we are doing work with them, so the numbers are chang- 
ing daily as they work on plans to balance their budgets. 


Hon Mrs Boyd: Generally, those plans are looking at 
ways in which they can factor out those deficits over two 
or three years in order to prevent the cost to the local 
taxpayers from being exorbitant in one year. 


Mrs Sullivan: In developing that longer-term kind of 
plan, would you be looking for an injection which would 
be an increment to your budget this year, that can be trans- 
ferred on and then perhaps come back through another 
route, another clever route later on? 


Mr Mitton: You mean an injection from the province 
to help them with the deficit? Not in any way that would 
put them in an inequitable position with other boards. 


Hon Mrs Boyd: We are very concerned that those 
boards that have been responsible, that have pared their 
budgets to the bone and have done that in a responsible 
and accountable way, not get the message that that work 
has been for nothing, that a board that has a deficit and has 
not done that kind of hard work is going to get bailed out. 
Now, in some of the situations that have deficits it is not 
that kind of situation at all. They have been very, very 
responsible in terms of budgeting, but there has been a 
change in their assessment base. The North of Superior 
board is a very good example where, because it has a little 
gold mine situation that did not work out, the assessment 
just did not materialize and it put them in a dreadful posi- 
tion. That is a different situation from that of the board that 
has consciously chosen not to increase its mill rate in the 
hope that the province would bail it out, or has not taken 
those tough decisions that so many boards have about the 
kinds of programs they are able to offer and the way in 
which they are able to manage what assessment base they 
have. 


Mr White: I have several questions, but I am not an 
economic whiz; I am just a humble taxpayer and social 
worker. 

Mr Curling: And a politician. 


Mr White: Thank you. I am not sure if I understand 
whether it makes a lot of difference if you are paying 65%, 
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60% or 55% of the cost of education if my property tax 
keep going up. My understanding during the election cal 
paign, from the many thousands of people I spoke to w 
were concerned about this issue, is that they were co 
cerned about their property taxes increasing at a drama 
rate, not about the per cent of the cost for education t 
province is paying. My concern here, to relate to yc 
Minister, is, in what way can we ensure that there is 
direct reflection between the dollars spent at the province’ 
level and the lack of increase in the property tax or in f 
possibly even decrease? We were talking about the auton 
mous boards that set their own budgets and their own 
levels. | 


Hon Mrs Boyd: Let me be very frank. You canni 
and that is why we are saying that under this particul 
funding system we cannot have the assurance that if \ 
increase our funding, that will necessarily mean that loc 
boards drop their mill rate, nor can we be sure that if loc 
boards were to drop their mill rate for the education pc 
tion of the taxes, the municipalities would not step in ai 
take up the slack. That has happened in the past. This is 
real issue around surety and certainty, around being su 
that whatever moves we make will translate into proper 
tax savings for home owners. 

Frankly, under the current system, the way it is, there 
no way for the provincial Ministry of Education to ensu 
that that is going to happen. We can try to exert lots 
public pressure and lots of moral suasion on local scho 
boards around the way in which they raise taxes and ho 
that that rolls over into the municipal area, but qui 
frankly, our experience in the past has been—and the 
was one particular point in time when a lot of scho 
boards amalgamated and there was considerable cost sa 
ing incurred by that in terms of economy of scale, but 
fact the municipalities just moved in and took over the g 
in taxes and the home owners got no relief at all. We ha 
real concerns with just jigging with this number, befo 
and until we have some way as a population to get sor 
control over those expenditures. 

Frankly, previous governments have struggled with t 
same kind of issues. The growth in discretionary spendi 
by local school boards has just been enormous over t 
past few years, so we cannot make an assurance of tt 
and that is what we are concerned about. When we ta 
about 60% we always have to say, “Well, 60% of what 
terms of that discretionary spending?” But then we al 
have to look at who decides about that property tax bas 
and it is not us as the provincial government. 


Mr White: So that is why you have mentioned pre\ 
Ous governments having had the same concern. I feel s¢ 
of a duty in terms of my own constituents, in fact of o 
government, of ensuring that while they may have h 
those same concerns, this is a very central part of o 
mandate. Mr Phillips has reminded us of it several times. 


Mr Phillips: I am reading it here. You have sevet 
school board expenditures. That is your policy. Scho 
boards were very interested in that, but it was not part of 
It was very straightforward in here. 
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The Chair: Excuse me, Mr Phillips, this is not a cue 
you to jump in again. 
Mrs Sullivan: It was a perfect opportunity. 


i White: It was, though, it was. Just verifying. 

e Chair: Mr White, have you finished with your 
stion? 

Mr White: No, I have not. 

The Chair: Could we move along? We are running 
r time. 

Mr White: But that would certainly be a central con- 
1 of your ministry, the fair tax issue. 

Hon Mrs Boyd: Very much so. When one looks at 
whole issue, unless we have some certainty about 
it that breakdown in cost is and where the accountabil- 
lies, we are not going to be able to get that kind of 
trol. 


Mr Curling: Mr White, it is wonderful to know that 
did not omit, I hope you did not omit, that you are a 
itician too, because the question of 60% of what was 
thing we were asking when we were in government. 
w I hear the minister is saying too, 60% of what? My 
sstion is not that, Mr Chairman. 

The Deputy Minister of Colleges and Universities, who 
eded you, had concern about dropouts, and counsel- 
» was mentioned. In the elementary school system, that 
| great concern, but there is another concern. My ques- 
1 to you will be coupled with the other concern too, 
h of them. I wondered if there is a provincial strategy. I 
sure there is a pressure on the fact that also literacy— 
racy, to be more specific—that we do not have a great 
ord, and this would answer also my colleague too, the 
sstion about how we compare with others. We have a 
graceful record of illiteracy in this province. Talk about 
mpetitiveness, etc and the dropout rates and, as I said, 
proper counselling and the diverse multicultural society 
i all that. Is that one of the pressures? Are you coming 
ward with this budget with some provincial strategy to 
‘there will be money needed to do this strategy too? 


Hon Mrs Boyd: Absolutely. I think it is a very serious 
sssure and the ministry, as you are probably aware, is 
Tying on with an initiative that the previous government 
tted in terms of looking at our curriculum throughout to 
d out what is going on. We are not getting that kind of 
lity of outcome in terms of the various groups that we 
ve in our schools. 

We have very, very deep concerns as a government 
out the way in which success is measured for students, 
} Teasons why students are leaving school, the reasons 
ly students are not learning in school. You are quite right 
ta lot of those issues have to do with multicultural 
ues, with the wide differences in socioeconomic status, 
‘effect that poverty has on children in terms of their 
ming, and we see that as a very integrated kind of situa- 
n and certainly are most interested in pursuing some of 
: notions in the Maloney report on Children First and 
w that impacts specifically on education and how our 
ficulum policies and our literacy policies and indeed 
{ setting of benchmarks can make some real difference 





































in terms of ensuring a better equity of outcome for our 
students. 
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Mr Curling: Am I getting from you then that there 
will be no more studies really but that we understand what 
is causing illiteracy, we do understand what is causing 
dropouts? You mentioned quite a few of those things and 
the program that is coming forward is a program; it is not a 
bunch of funds that we put forward to study the problem 
any more. We keep studying it to death. 


Hon Mrs Boyd: There are a number of initiatives 
which have already been undertaken and a number which 
are planned that are specifically to address that in an ac- 
tion-oriented way. There will of course also be continued 
study around the curriculum issues, because that was a 
long-term plan. We were not prepared to interrupt that pro- 
cess, but as that plan goes forward, there are many, many 
different ways in which communities want to tackle those 
problems. We want to see what works in terms of the pilot 
projects that are already going on and others that we are 
beginning, to see what impact they have on that so that we 
can have a generalized idea. In an urban community, this 
approach works best; in rural communities, this approach 
works best; if we have a high group of people for whom 
English is a second language, we need to take this tack, 
and that sort of thing. So we are not trying to have a 
system that speaks to everybody by being the same, but to 
have a system that speaks to every student by speaking the 
language and using the methodology that reaches him best. 


Mr Phillips: This is the first time I have heard about 
the general legislative grants not coming out until February. 
Normally they are out in November. I believe the general 
legislative grants have been out in November for three of 
the last four years. 


Hon Mrs Boyd: I think so. Oh, yes, I think you are 
right. 

Mr Phillips: Your official is nodding no. They have 
been out in November. The school boards will be six 
tenths of the way through the year, I think, because they 
set their budgets at the end of June pretty much in shape. I 
would just make that point. It makes it very difficult for 
them to manage their finances. 

This has been very illuminating for me. I had never 
realized, because we got really hammered on this 60%. 
Your 60% includes pensions, capital and it is 60% of an 
approved ceiling that you will set. 


Hon Mrs Boyd: You are putting words in my mouth. 
What I said to you is yes, it does include pensions and 
capital, and that certainly is so. In terms of an approved 
ceiling that we will set, there is and has been under the 
GLG scheme, a ceiling in terms of per-pupil grants. That is 
not a change, so I am kind of puzzled. 

Mr Phillips: You should not be puzzled. You said that 
your 60% would not be 60% of spending, it would 60% of 
some pre-approved number. 

Hon Mrs Boyd: I said that what we are going to have 
to do is get a clear idea and a clear commitment from 
school boards as to their ability and willingness to control 
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expenses in a way that they have not been before. We 
simply have to look at the way in which those expendi- 
tures have grown over the past few years. Frankly, no 
government can allow another level of government to 
jump up that cost without having some notion of how it is 
going to meet it. 

Mr Phillips: Like the federal ministry. 


Hon Mrs Boyd: Well, there is the other problem of 
course, because as federal transfer payments drop, it puts 
that much more pressure. We did not even talk about that 
particular little intergovernmental problem, but we know 
that it is facing us all in terms of the caps. 

In terms of your question about the announcement of 
the GLGs, in the past the municipalities, universities and 
colleges, schools and hospitals sector has been announced 
in November but the individual allocations have been an- 
nounced in the spring, in February. In other words, the 
overall percentage increase has been known, but how that 
breaks down for the board according to the statistics has 
not been known until the spring. 


The Chair: I would like to thank you for your presen- 
tation and for coming this afternoon. 


ONTARIO SCHOOL BOARD REFORM NETWORK 


The Vice-Chair: Our next presentation will be the 
Ontario School Board Reform Network. Mr Bennett, 
would you like to announce your associates there? 


Mr Bennett: Yes, I will. As chair of the recently 
formed Ontario School Board Reform Network, I am 
pleased to introduce our delegation and our submission to 
your pre-budget consultation process. 

For our presentation we have assembled a delegation 
of Ontario School Board Reform Network trustees repre- 
senting different public school boards and expressing con- 
cerns about financial accountability shared by our reform 
network members in various parts of this province. The 
presenters here today are Trustee Bill Crothers of the York 
Region Board of Education beside me; Trustee Carolyn 
Parrish of the Peel Board of Education, and Trustee Di- 
anne Austin of the Victoria County Board of Education. 

First a word about the Ontario School Board Reform 
Network. The Ontario School Board Reform Network was 
officially founded in June 1990 in Ottawa as a province- 
wide coalition of individual school trustees representing a 
variety of political persuasions but all committed to re- 
forming our system of local education governance. We 
were founded with 24 original trustee members drawn 
from a number of school boards, and we have now won 
the support of trustees in 15 different boards across On- 
tario, from the Toronto region to Windsor and from Thun- 
der Bay to Cornwall. We are committed above all to 
strengthening the role of elected trustees in relation to se- 
nior administration and to establishing proper public ac- 
countability for board program and financial decisions. 

The School Board Reform Network is a coalition of 
reform-minded trustees committed to five basic principles: 
strengthening the trustees’ role, democratizing school 
boards, improving access to information, promoting reform 
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coalitions and working with the Ontario Public Sch 
Boards’ Association to further these objectives. | 
The Third Report of the Select Committee on Edt 
tion was released in January 1990 and in it was reco 
dation 27, which reads as follows: “In consultation 
the key partners in education, the minister should exam 
the responsibilities and duties of directors of educat 
under the Education Act and any other relevant matter; 
order to clarify and solidify the authority of trustees 0 
board program and financial decisions.” | 
It was really recommendation 27 that gave birth to 
Ontario School Board Reform Network. It struck a resp 
sive chord among reform-minded school trustees in vy; 
ous corners of this province. It sparked an adve 
reaction, I should mention, from the directors of educati 
And it also convinced some of us that now is the time 
take up the cause of local education governance reform. 
We are here today to raise a number of financial iss 
and to propose reforms in certain areas. Among the me 
issues that we have chosen to address are: the finan 
management and auditing of school boards, the sch 
board fiscal year, the level of local funding for educati 
school board capital needs and education lot levies, < 
capital allocations for school renovations and repairs. 
believe these are fundamental issues and issues that yi 
committee should examine, and we hope that you will dos 
I would like to now introduce Trustee Bill Crothe 
who will address the first two issues. 
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Mr Crothers: I would like to talk first, if I cov 
about something about the scope of audits of sch 
boards. In January 1990 the select committee on educat 
in the report referred to by Trustee Bennett made its th 
report to the Legislature. The focus of that report was e 
cation finance, with one section being devoted to lo 
governance, entitled the Question of Accountability. 

Recommendation 25 in that report reads: ‘The off 
of the Provincial Auditor should be encouraged to ca 
out comprehensive audits of boards on a regular basis a 
report its findings and conclusions to the public and | 
minister.” Today I would like to spend some time discu 
ing recommendation 25, which is also very much c 
cerned with the issue of governance of school boards. 

Section 207 of the Education Act requires all boards 
appoint an auditor, and specifies that the auditor, “sh 
perform such duties as are prescribed by the minister a 
by the Minister of Intergovernmental Affairs and also su 
duties as may be required by the board.” In most, if not‘ 
school boards in the province, the director of education 
also the secretary-treasurer of the board, and there are ve 
few, if any, school boards that assign additional duties 
their auditors. Control over the process is very much in 1 
hands of the director. 

I can illustrate with an example from my own boa 
the York Region Board of Education. Like many boards 
the province, my board does not have an audit committ 
and despite concerns raised by some of us, the total exte 
of the exposure of the board auditor to trustees is about 
minutes per year during a visit of the auditor to the bos 





-esent the financial statements. Despite asking for one, 
ye never seen a management letter from the auditors to 
board. My board does not have an audit committee 
use most of the trustees do not understand the need 
the role of an audit committee and the director does 
encourage the creation of one. 

My board had a budget in 1990 of $381 million. 
ily, this situation is not in the best interests of the 
ayers of the region or the province. While the legisla- 
provides the mechanism for the board to become more 
yuntable, it has chosen not to do so. 

In 1990, the Provincial Auditor audited two school 
‘ds and has undertaken to audit six boards in 1991. 
ong the findings identified in the reports of the 1990 
ts were the following: Controls over purchasing were 
than adequate; some Ministry of Education grants 
e not spent according to terms approved; errors in cal- 
tions that led to overpayment of accounts; weaknesses 
udget processes; non-compliance with the Education 
- weaknesses in portable asset control. 

e audits conducted in 1990, and those planned for 
1, were far from comprehensive audits, and only in the 
| of transportation expenditures did they touch on the 
e-for-money examinations. It would be unfair to at- 
pt to use any of the early audits for the specific purpose of 
cizing the practices of a specific board, because at the 
ment, the audits, limited as they are, are being conducted 
re absence of provincial measures and standards. 

Most of the situations identified are correctable, and 
ay were not known to the trustees of the boards. How- 
t, school expenditures are increasing tremendously and 
stituents are becoming much more insistent on evalua- 
| and accountability for the system. Increasingly, they 
tt assurance that moneys are being expended properly 
_ productively. 

‘Even where audit practices are expanded, very rarely 
‘school board audits either comprehensive or value-for- 
ney audits, and very rarely do school board audits relate 
ual expenditures to budget approvals. Most school 
id audits do little more than indicate that the financial 
‘ements of the board reflect the actual expenditures of 
board. 

‘In our view, current audit practices are not sufficient. 
> Third Report of the Select Committee on Education 
npared the recommended comprehensive audits to the 
’rational reviews conducted on the 51 children’s aid so- 
ties in the province. By coincidence, I am and I have 
pn the chairman of the board of the York Region 
ildren’s Aid Society for a number of years, and I can 
ke a few observations regarding those audits. 

First of all, most CAS directors did not openly wel- 
ine the operational reviews in advance; most were, how- 
hr, appreciative of the process afterwards. While the 
bcess initially was time consuming and initially trau- 
itic, the results were ultimately seen to be beneficial and 
| exercise not a witchhunt. 

| Fourth, in 1989 the total expenditures combined of all 
| 51 children’s aid societies in the province was $289 
illion. There are more than a dozen school boards in the 
vince that currently have budgets equivalent to that. 
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Clearly, if trustees are to exercise any semblance of 
responsibility for the expenditures of their board, and if 
there is to be any meaningful level of accountability to the 
constituents of the board, certain fundamental practices are 
required, 

First, in the area of board audits, all boards should be 
required to have an audit committee, whether it is trustees 
only or trustees plus members from the community. Sec- 
ond, all board audits should be required to compare board 
purchasing and tendering practices to board and/or minis- 
try policies. Third, all board audits should be required to 
measure, quantify and comment upon budgetary transfers 
that are made without specific board approval. Fourth and 
last, the degree of sophistication of board audits should be 
related to the size of the board budget. Many board bud- 
gets are now in the hundreds of millions of dollars. 

In the area of the Provincial Auditor, we believe that 
the scope of the audits done by the Provincial Auditor 
should be expanded: (1) They should be comprehensive in 
nature. (2) Audits should include value-for-money exami- 
nations. (3) The budget process itself in the board should 
be audited. (4) They should be regular in nature. 

We understand that the standing committee on public 
accounts, in its second report of June 1990, also recom- 
mended that all audits, including school board audits, be 
value-for-money audits and that the audit branch has pre- 
pared legislative amendments to support those recommen- 
dations. We firmly believe that subjecting school boards to 
regular comprehensive audits by the Provincial Auditor 
will provide significant impetus to local boards to 
strengthen their own audit practices and ultimately lead to 
trustees recognizing and accepting more responsibility for 
spending decisions within their boards. 

In the area of the school board fiscal year, I would 
offer the following comments. One of the difficulties 
standing in the way of trustees understanding and accept- 
ing more responsibility for policy and spending decisions 
of boards of education, and therefore being more account- 
able to the community, is the fact that many of the deci- 
sions made are not reflected in a single board budget, but 
rather the impact is spread over several budgets. Most pol- 
icy and spending decisions are made on the basis of the 
school year, while in the current situation school board 
budgets are based upon the calendar year. 

We believe that altering the budget year to correspond 
with the school year will help to strengthen the role of 
trustees in the boards and to increase the accountability of 
trustees to the communities. We would recommend that 
the government give some priority to examining the feasi- 
bility of changing the board of education budget year to 
correspond to the school year. 

In the area of education finance, we share the same 
concerns as do virtually all groups concerned about public 
education regarding the level of education finance in On- 
tario. We believe that the government must address the 

issues of the level of grant support to the boards, grant 
ceilings, the impact of provincial policies on local boards 
of education and the appropriateness of the property tax to 
finance such a large share of education costs. 
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We are, however, encouraged with the promise of the 
government to create a Fair Tax Commission, but would 
Suggest very strongly that school boards have significant 
input into the deliberations and the outcomes of that com- 
mission. 


Mr Bennett: I would like to now ask Trustee Dianne 
Austin of the Victoria County Board of Education to ad- 
dress the issue of financing capital projects. 


Mrs Austin: I am just going to speak on a section of 
capital funding that has to do with renovations. Presently, 
the capital funding grant system moneys are divided into 
three separate categories: (1) site purchases and new pupil 
places, (2) renovation and replacement costs, and (3) pro- 
gram upgrading. 

There is a demand that exists for new pupil places 
across the province due to overcrowding, but at the same 
time some of the demand for funding of new schools is 
driven falsely by current ministry practices and policies. 
The small amount of funds available for renovations is 
producing an artificial demand for some new school sites. 
In many cases it is much cheaper to repair and upgrade an 
existing facility than to construct a new building. 

Why, then, do boards of education decide to abandon 
existing facilities and replace them with new structures? 
Let’s examine the factors which influence board decisions 
when faced with a school in need of renovation. 

1600 

1. The chance of receiving funding for new construc- 
tion is far greater than receiving funding for renovations. 
Of the $300 million allocated for capital grants in 1988, 
$15 million or only 5% of the total went towards the cost 
of renovating existing school facilities. 

2. Boards of education receive substantial busing sub- 
sidies from the province. Thus, increased busing to a new 
school facility has little impact on the board’s budget and 
is not considered as part of the operating costs of a new 
facility. 

3. Ministry policies stipulating what renovation funds 
can be used for are very limiting. For example, one minis- 
try official, while attending a public meeting of a board, 
was quoted in the local media as saying, “When asked 
about funding to upgrade the schools, the official said 
there are very few funds available for renovation and those 
funds that are available could only be used for renovations 
to the fabric of the building, ie, roof repairs, boiler repairs. 
There would be no money for the addition of a gymna- 
sium, a library or a kindergarten.” 

At a conference in Ottawa held to discuss the problem 
of renovation funding, board trustees spoke of schools 
within their jurisdictions that were built prior to the imple- 
mentation of kindergarten programs, prior to gymnasiums 
and libraries becoming integral parts of the school building. 

Others spoke of schools built in the boom years of the 
1960s which will soon be eligible for renovation grants. 
They described the structural problems in these newer old 
schools, arising in many cases from the use of construction 
materials or techniques that have since fallen into disrepute. 

So what decisions are boards reaching when faced with 
such problems? 
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1. A board in central Ontario when faced with a sch 
requiring approximately $800,000 in upgrades voted 
close the school and request funds from the province fi 
new facility. The cost of the new school is estimated at 
million. Construction has started. | 

2. A board in western Ontario, knowing the ine 
bility of receiving renovation dollars, has voted to 
down a high school and build a new one two blocks av 
because funding is available for new construction. 1 
cost of a new high school is in excess of $20 million. — 

3. A board in central Ontario voted to close f 
schools and replace them with two consolidated scho 
Estimates by the board set the cost of renovating four 
the schools and replacing one at $1.3 million and the c 
of building the two new facilities at $4.5 million. The 
tionale for the decision was that the board could get fui 
ing for the new schools, but could not get funding for 
renovation and upgrading of the existing facilities. 

Recommendation 19 of the select committee on edu 
tion states, “The ministry should reinstate designated al 
cations for renovations within the capital funding model, 

We believe that if renovation funding became m 
available to boards, it would result in a reduction in capi 
demands for new school buildings and allow us to. 
more for our money. 

With a change in renovation funding practices, boa 
would make decisions based on need and financial accou 
ability, instead of on the false economy that now exists. 


Mr Bennett: Trustee Carolyn Parrish of the P 
board will address the issue of financing growth rela 
capital needs. 


Mrs Parrish: Just before I begin, I would like to po 
Out that we represent a wide variety of boards in this coz 
tion. Much of what was said about audits and reviews 
the beginning by Mr Crothers in fact is being practised 
Peel. We have a trustee audit review committee. It has to 
co-operation from the administration and in fact it wot 
very well. So what he is asking for works in Peel. It is w 
under way right now and as a matter of fact Peel is one 
the boards that is being audited this year. It was welcom 
by both administration and trustees. 

The reason I was asked to speak on financing grov 
related capital needs was I was chairman of our board 1 
two years and as chairman of that board worked very he 
on a growth boards coalition when the green paper on 
levies to finance new construction came out and ma 
several delegations here. So I am the pseudo expert 
growth related capital needs. 

What you have on page 11—there is no point in goi 
into all the details; I am sure you can read it—is over. 
billion in construction projections from the eight grov 
boards, half separate, half public, in the four growth are: 
These are five-year projections based on 1989 statistics 
do not have anything that is really up to date. 

The growth boards consumed over 90% of last yea 
$300-million allocation, and as Dianne has pointed c 
there was very little money left for renovations. So tho 
four giant areas, those eight boards, tend to consume m 
lions of dollars every year. 


The $300 million that was put aside by the government 
year did not begin to meet our needs. 

As you can see when you read through here, we have 
00 students in 2,500 portables. The lot levy legislation 
was passed last year, but so far has not been imple- 
ted, does not even address those backlogs. All it talks 
ut is new capital needs, which is what we described on 
2 11 as $2 billion worth. 

[ am here to help you. Do you not love it when they 
1e to help you? 


Interjection. 


Mrs Parrish: No, I am not with the government, but I 
ild like you to help us. 

‘One of the difficulties we have is that the levy legisla- 
| is sitting there and it seems to have been mothballed. 
pwould like to help you free up money for renovations 
other things that you want to put money into in educa- 
. One way of doing that is to help us implement lot 
es and that is only a beginning. | 

[After lot levies there are many creative ways of fund- 
schools. Developers have spent years making money 
| is province and I am sure they are here to help us as 
il. There are many creative ways of funding capital ex- 
ses, like large $20-million secondary schools. They are 
>d here on page 13 as a starter. 

‘Allow school boards to buy and sell land and build- 
s, thereby developing a capital pool and providing more 
tibility and greater cost saving over time. With the levy 
islation, we have received permission within the last six 
nths to start buying property ahead of when we need it 
| that is a major step forward, because the price of land 
| 


ropping right now so that we could be in good shape if 
/Expand the possibilities for boards to receive land or 

































are now allowed to continue doing that. 


1al school construction from developers in lieu of levies. 
\Permit boards to lease commercial space for education 
poses with appropriate grants. There would be no diffi- 
ty for most large boards in setting up onsite strip plaza 
ools, renting space, if we could get grants for it, which 
(cannot. 

‘Encourage the building industry to pursue leaseback 
posals and reassess the types of grants given to boards 
\this purpose. 

, Consider designating school sites in the same way park 
id is designated now, at no cost to local taxpayers. 
nools are no less significant than parks are to the 
illbeing of a community. 

The Roman Catholic separate school boards and the 
lic school boards have had little reason to co-operate 
(ce the introduction of Bill 30. Competition for funds and 
lilities has been a significant barrier to this co-operation. 
| remain strongly unified in pursuit of an innovative 
ding proposal that will equitably distribute much- 
tded funds for the ultimate benefit of all students in all 
jnmunities. 

The NDP government made very strong commitments 
;ducation in the last provincial election. 

The NDP government has an opportunity to support 
| encourage an innovative and forward-looking alternative 
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to the funding of new pupil places. Education development 
charges are radically different from previous methods 
which serve to increase debt while falling well short of 
what is absolutely essential to the health of the education 
system of this province. 

I remember sitting here in front of the Liberal govern- 
ment about a year ago and congratulating it on doing 
something really innovative and I really hope that legisla- 
tion is implemented and I really hope that this government 
continues it because it will be beneficial to all of us. 

As a little footnote, I have attached some statistics, if 
you will forgive me, particularly for the Peel board, be- 
cause if you are considering where you are putting your 
money in the next year, one of the things that I have heard 
a lot about and all of us have heard a lot about is putting 
maximum class sizes on junior kindergarten and kinder- 
garten. This is a capital funding problem. 

As you can see on the last page, it will cost the Peel 
Board of Education $55 million in one fell swoop if you 
put those maximum class sizes on JK and K, so I would 
just caution everyone, unless you have a lot of money to 
hand out with it. The local taxpayers in the growth board 
areas will be hit very hard if maximum class sizes are put 
on those two grades. 


Mr Bennett: I would like to close by simply saying 
that what the Ontario School Board Reform Network ex- 
ists for is to provide opportunities for reform-minded trust- 
ees like ourselves to come before committees like this to 
urge changes and reforms which we hope will improve our 
system of local education governance, and in your particu- 
lar case to enhance and to strengthen financial accountabil- 
ity, which we believe should continue to reside with 
trustees. We are the stewards and are responsible for man- 
aging those resources, but we need your help. Some of the 
things that we have advocated today we hope will open up 
some new possibilities for co-operation with the people 
here at Queen’s Park. 

We look forward to a few of your questions. 

1610 

Mr Fletcher: I am addressing this question to Mr 
Crothers who was speaking before. When it comes to your 
budget presentation and the wish list or whatever else is 
going on in the number of meetings you have, the final 
decision does rest with trustees when they vote on the 
budget, does it not? 

Mr Crothers: In the school boards themselves, yes, it 
does. 

Mr Fletcher: And you want more autonomy, you 
want more power over that budget? 

Mr Crothers: The reference is in two things: One is 
an audit process, which in fact measures, relates the expen- 
ditures during the course of the year to the actual budget 
processes. Collectively, trustees have the authority to re- 
quest that, but it has to be done collectively. If the majority 
of the trustees on school boards do not request it, then it 
does not happen. I think it should be required. I think that 
is the essence of the presentation. 

The other difficulty, which is in the second part of what 
I was talking about, has to do with the school year. with so 


F-216 





many of the decisions regarding policies or programs to be 
implemented, you really do not get an initial immediate 
reflection of the costs on the budget because your school 
board budgets are done on a calendar year, but your school 
year is on a September to June school year. You do not get 
the full impact in any one single budget. It is spread over 
two budgets. So you do not really get the impact of the 
cost of some of these programs. 


Mr Fletcher: One more: Is this action being taken 
because school boards are not fiscally responsible? Is that 
what you are saying? 

Mr Crothers: I am not saying that. What I am saying 
is that I do not think the trustees in many of the boards 
really understand and have all the information that is re- 
quired in order to make a reasonable educated decision 
regarding the budget. That is different than suggesting that 
the budgets are not responsible, because the administration 
does produce budgets which, for the very most part, are 
pretty responsible documents. What I am saying is that the 
trustees who are responsible for that do not have the 
wherewithal in the current situation to really make in- 
formed—they are acting on trust, and that may not be the 
best situation. 


Mr Bennett: Could I add a little bit to this, because I 
think you pointed out a bit of a dichotomy on what we 
presented, and that is how the role and the authority of 
trustees can be enhanced by the further activities and ex- 
tension of the Office of the Provincial Auditor, which is a 
good question because on the surface it appears that it 
might restrict local authority. 

Our position, and our view of this, is that by conduct- 
ing these audits it turns up enough evidence, enough mate- 
rial and enough background evidence of the way the 
boards operate to give the trustees information and evi- 
dence and, if you want, a bit of ammunition to come for- 
ward and try to enhance accountability at the school board 
level. What we know is that when the audits are an- 
nounced in the school boards that have been done, right 
away there is a flurry of activity and it in fact has a benefi- 
cial effect on the school board systems. 

We have heard the case of Peel where it has provoked a 
serious look at its budget process, where it provokes a 
more careful accounting of what is going on. It also serves 
to educate the trustees who, after all, are ordinary lay rep- 
resentatives, and many of them do not have the financial 
expertise that is required to properly scrutinize board ex- 
penditures. Indeed the whole financial control system is 
not in place in many of the school boards anyway. 


Mr Phillips: I found it a very interesting presentation, 
and it is much broader than just the just the finance. It is 
almost like part of this should be at another committee 
somewhere, I guess; social policy or something. 

Just to respond to your various recommendations on 
the fiscal year, I think there is some merit in that argument, 
the point I made earlier in saying I think right now six- 
tenths of your budget is gone, right now, until the end of 
June, and then you have four months in the fall. So you do 
face an unusual circumstance. The problem, I gather, is 
going to be marrying the tax levy with the municipalities 
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and that sort of stuff. I think from experience that j 
challenge you have and maybe there is some merit in 
recommendation. 


Mr Crothers: From what I understand, in Can 
Ontario is the only province now that does not have sc 
budgets based upon the school calendar year as opposec 
the— 


Mr Phillips: Yes. If you get a surprise in the gen 
legislative grants now, you are dead. You might get a 
prise; I do not know. ; 

The audit committee one is a balancing act, I think, 
the government. I cannot speak for it, but it is, where 
you help the school boards and where do you intrude 
the local autonomy? You are suggesting that the gove 
ment should instruct all boards to have audit committe 
Maybe that is right, although Carolyn’s board has alti 
set its own up. 

I always found it difficult when I was a school trus 
I said: “Province, keep your nose out of our business. If 
want an audit committee we’ll set one up,” that sort 
thing. I think that will be just a challenge for the gove 
ment, but maybe an audit committee is sufficiently cen 
that it should look at it. 


Mr Crothers: Part of what I was suggesting, an 
suggested this as perhaps a valued reform—I backed av 
from that and said that if you instituted regular provin 
audits, I think most of the boards would do that on tt 
own without being required to do it. 


Mr Phillips: Just on the last three points you ma 
your suggestion on the capital program I think is a s¢ 
one. Are there examples where we end up encourag 
boards almost to build the school rather than doing sor 
thing more creative? Maybe there is something. I know 
the health area that rather than looking at building m 
beds, those same funds have been used for communi 
based facilities sorts of things. 

Again, we will have little impact on that, frankly 
will be the government that does that. But I think there 
some merit in giving school boards the option where tl 
see that they could justify and get a capital project, an 
building, done. A better alternative is renovation of giv 
them the chance to make that point. I think there is so 
good merit in that. 

The lot levy, I tried to get an answer for you with 
earlier presentation and did not, so I guess you will hea 
due course, as they say. On the creative capital one, I th 
probably the government will be looking at that, not 0 
in education but other areas. I think the Treasurer | 
given some indication of more creative capital. 

The challenge in all of that, in my opinion, is to m 
sure that we do not just further indebt ourselves, if ) 
will, because it is very tempting to say to someone, “Y 
build us a school and we’ll lease it,” and all you are do 
really is just paying someone else for the debt. It is a v 
seductive sort of thing. I think you will see that even 
hospitals and stuff like that. I know in Alberta they 
building private sector hospitals and leasing them. 

I think if the government goes in that direction, é 
again it will make its own decision, it will have to 
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ful that it does not put itself just into debt in a non- 
tive way; again, I think with probably some creative 
cing. | 

Mrs Parrish: One of the things Peel has done as a 
d is to decide leasing is something to pursue, as long 
is lease-to-purchase. I think if you are in a position 
re 20 years from now the developer still owns the 
ol or the property or whatever it is, then you are doing 
tly what you said; plus, in 20 years try to close that 
101 because you do not want to pay exorbitant fees to 
it or whatever. Any lease proposals we are looking at 
Toronto home builders are intricately involved with 
2-to-purchase. 


r Phillips: I do not know how much help our com- 
e can be to this group because of the subcommittee’s 
mmendations. They touch on the pre-budget, but they 
ilmost an operation of schools. 


rs Parrish: I would suggest that if you can encour- 
ot levies to go through, you are going to help your 
geting considerably. 

Mr Phillips: I tried my best. 


Mrs Sullivan: Mr Phillips has asked a lot of the ques- 
s and made many of the comments I would have made. 
hing from a growth area as I do, I think many of the 
gs you have raised are particularly significant in terms 
apital, and I am very supportive of some of the recom- 
dations you have made relating to creative methods of 
ncing that could be introduced. 

{am looking at a comment that you have on page 12, 
zesting that most boards are carrying increasingly bur- 
some debt loads from debenturing new construction. 
T recall, and you may remember these figures better 
1 I, the school board debenturing costs are certainly 
{ below their portion of the OMB maximums allowed 
borrowing. In fact, the recommendations most recently 
e been that school boards are not debenturing enough. I 
ader how you have reached that conclusion. Is it around 
? 
Mrs Parrish: I think it is even higher than that. I think 
are allowed to debenture up to 10% or 12%. 


Mrs Sullivan: I mean the existing levels. There is still 
of room. 

Mrs Parrish: Some boards do not debenture at all. 
Mrs Sullivan: Right. 

0 
Mrs Parrish: The Peel board, for example, was given 
mission to build five schools over the next three years, 
we need them desperately so we have interim-financed 
juple of them until the grants come in. 

Another example of where we have to debenture is that 
had to buy 120 portables last year. By the time they are 
alled, wired and fireproofed, they are $65,000 a porta- 
, and because we are a growth area we do not get any 
Iney for portables at all. A portable is going to have a 
If life of 20 years, so we debenture those on a 10-year 
venture. But I know the Peel board carries a much lower 
)t load than whatever its limit would be. 
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We do not debenture frivolously. For example, we 
would not debenture a renovation now, we just postpone it. 
So what we are debenturing in the Peel board is absolute 
necessity and what we are debenturing on short term in 
some cases is just to get those elementary schools up and 
running, because we have schools with 13 and 14 porta- 
bles on them. The problem with that with a junior school is 
that you have a lot of kids using the same washrooms, the 
same library facilities, the same lunch facilities and it is 
really a heck of a strain on the whole facility. And then you 
have all the busing costs for holding schools. So we deben- 
ture only what is absolutely necessary. We do not do it 
frivolously. 

But I know some boards do not have any debentures at 
all. I know Durham does not. And that has just been their 
policy for years, and I know the government says: “Okay, 
we carry debt; let’s transfer some of it down to you guys.” 
Peel is doing its share. We are debenturing what has to be 
done. 

Mrs Austin: Can I add something to that? At the 
board I am with, we are building several schools because 
we have a lot of growth. But when we went to debenture 
for our capital funding, we had quite a bit of trouble get- 
ting a debenture because the county and the town had gone 
way up to their limit and we were told that because we 
wanted to debenture, to share that with all the same tax- 
payers, it would be very difficult for our community. We 
are faced with several other new school constructions 
and we probably are going to have difficulty even get- 
ting debentures. 


Mrs Sullivan: Are you talking about debentures for 
interim funding of schools that have been approved or sort 
of leaping the list, if you like? 

Mrs Austin: No. These are schools we have received 
approval to build, so we get about 50% of the amount the 
school costs, and the additional 50% we are debenturing. 
We ran into difficulty when we went to debenture because 
of the situation we are in in our community with the 
county and the town. 

Mrs Sullivan: Just as an aside, and there is not a 
question involved here, I do not think, but I was interested 
in your suggestion that some boards are in fact moving 
into new capital expenditures rather than renovation. I can 
tell you that is sure not happening in our area. We are 
taking whatever we can get and doing with it what we can 
get, but I thought that was an interesting comment. 


Mrs Parrish: Could I also add, in Peel we renovated a 
large secondary school and we are only two thirds of the 
way through—it has been a three-year plan—and we have 
exposed asbestos, we have had problems like you would 
not believe. It ended up that by the time we are finished it 
is going to be $18 million to renovate, it would have been 
$21 million to build a brand-new facility. So I do not agree 
that it is cheaper. I think what Dianne was talking about 
was small renovations in a fairly solid building. When we 
get to the position where we get absolutely no money for 
renovations in Peel because we are sucking up so much for 
our new capital expending on population, then it costs us a 
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fortune to do that. And we have to do that all on the local 
taxpayers’ hook. 


Mr Bennett: It is an interesting thing. The demand for 
renovation and repair funding comes from the urban 
school boards like Metropolitan Toronto and some of the 
older areas that would like to see more money put into 
renovation and repairs, and from some of the rural and 
small-town school boards such as Victoria county where 
they have buildings that are a part of what is called the 
consolidation movement. People like Dianne Austin and 
others are trying to ensure that these small schools are not 
closed unless there is a good reason to close them. So you 
have a rather interesting combination of forces at work 
there urging more money being put into renovation and 
repair. 

Mrs Sullivan: You did not talk at all about transfer- 
ring assets between boards, between separate boards and 
public boards, depending on changing demographics. Is 
that something your committee has looked at? 


Mr Bennett: One of the things you have to keep in 
mind is, with our network we try to stay with our mandate. 
Our mandate is to promote reform and our mandate is to 
bring forward things that strengthen public accountability 
and financial accountability. Our view so far has been that 
that lies outside our mandate, and we certainly have different 
views within us on some of those questions, so we try to 
focus on those particular things that are within our mandate. 


Mrs Parrish: And speaking very practically from a 
growth board area, the Dufferin-Peel Roman Catholic Sep- 
arate School Board’s needs are every bit as desperate as 
ours, if not more so. So there would be absolutely no 
question of transferring property between the two of us, 
because we are both sitting there with—we have 600 por- 
tables; they have about 550. So there is no need to transfer. 
What we just need is more space. 


Mrs Sullivan: We were able to do it in Halton with 
one school in the downtown core of Oakville, and that 
worked and saved a lot of money in the long run. 


Mr Bennett: I think the spirit that underlies our 
movement and the reform movement of trustees is that we 
are in a post-Bill 30 environment in education in Ontario, 
and we are looking forward, we are not looking back. We 
are trying to confront some of the issues that exist now and 
not fight old battles and return to things that were settled 
some time ago. 


The Chair: I have two questions myself about the lot 
levies. I had a meeting with one of my school boards, and 
the board indicated to me that it was hesitant about moving 
in the direction of collecting the lot levies because of the 
impending lawsuits that the first one who starts to do the 
lot levies is going to meet. We were told last week by the 
Ontario Home Builders’ Association that in fact the first 
person who uses those lot levies is going to court. 


Mrs Parrish: If it is a constitutional challenge, I 
would hope that the government will foot the bills for the 
legal challenge because it will mean it is going to save you 
$300 million a year. If it is an individual one, I find it 
highly doubtful that there will be individual lawsuits. I 
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think what is going to happen is that it will be a con: 
tional challenge against all boards. 

As a growth boards coalition we were trying to 
our bylaws prepared at exactly the same time and : 
at the same time so they will take on the strongest ¢ 
rather than some little tiny board that rushes in. So I w 
really hope—and I probably should have thrown th 
here—that when that constitutional challenge hits, whi 
will, the government will take on that challenge. 


The Chair: Maybe you can bring me up to date; 
The lot levy legislation has not been implemented yet 
it is about to be implemented? Where is it? 


Mrs Parrish: It has been made law but the diffi 
we are having i is that we keep getting new sets of re: 
tions coming out. “Okay, fill in all the blanks.” We 7 
all the blanks, we send them back and they go, “Oops 
just changed it again.” And to me, in my humble opini 
looks like stalling. It looks like, I think, the governme 
a little bit afraid of the challenge. They are a littl 
hesitant because they are not as familiar with the leg 
tion as the previous government was, and I just think 
one of those things that they are a little bit afraid; the 
their toe in the water but it is a little bit chilly. I w 
hope that somebody speeds it up because the challen 
inevitable, but I think the benefit to the province ove 
next three years is $900 million. I would hope th 
something that is worth fighting for. 


The Chair: My other question has to do with the 
pansion of schools, and I know what it is like to be 
school with 15 portables. When the population boom | 
the early 1950s, can you give me any indication of 
they financed the rapid expansion of the education sy 
in those years? 


Mr Bennett: If you are looking at me, I am the I 
rian. 

Mrs Parrish: He is older than the rest of us. 

The Chair: I was just sort of looking. 


Mr Bennett: It is not that I am the oldest, it is t 
study history, Ontario history as a matter of fact. I gu 
was a different regime, the provincial support for ec 
tion was much greater. I could go back and we can lor 
the percentage of support for education. Every sc 
board got more in terms of provincial grants, and I thi 
was just the different setting. 

I need not point out to you that education wa: 
number one priority of governments here at Queen’s 
throughout most of that period. The result of that was 
a higher percentage of the provincial budget went to 
cation. So an awful lot more money was put into educ: 
and there was less of the burden transferred to the. 
taxpayers. That is what financed the growth of the sy 
in the 1960s, and provincial support for education rea 
its peak—what year was it? 

Mrs Parrish: Early 1970s. 


Mr Bennett: Early 1970s, 1971 I think, in are 
there, and it has been significantly falling off ever s 
then. That would be the answer to that particular ques 
Of course, we have an entirely different financial reg 





an entirely different approach. to financing education 
1as evolved over the last 10 or 15 years. 

0 it would be nice to turn the clock back, but I think 
nswers to our problems, frankly, lie in a combination 
ovincial legislative grants, increased and enhanced 
al grants, and some of these innovative schemes 
h will draw capital from other sources and bring it to 
on the problem. Some of those things are illustrated in 
rief. That is what I think is where we are going to find 
olutions to our problems. 


rs Parrish: And if I could add something, back in 
» boom days they were building brick and mortar 
lings and then in the Peel board in the early 1980s we 
down 13 schools and transferred them over to other 
ities and got money or whatever. What Peel designed 
t eight years ago was what we call portapacs. We 
1 core schools and they have movable wings on them, 
the kids do not have to go outside; they can just 
e down the hall. But these are demountables and Peel 
; credit for designing those. Other boards are duplicat- 
em all over the province, so we will never get in a 
ion where we will be selling off schools. 
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\s educators, builders and planners, we are being far 
2 careful about that, because it is very traumatic to 
> down a local community school. Now you can just 
ount some of the excess classrooms and move them 
ewhere else, or whatever. So we are building far more 
fully now. Those boom days created a lot of problems. 

ls went up on every corner and then were all sold off 
1e early 1980s. What we are doing now is building 
thing that is far more practical. 


The Chair: My last question has to do with this line 
a 13. It says, “Schools are no less significant than 
s are to the wellbeing of a community.” Given that 
t developers are responsible for giving somewhere in 
neighbourhood of 5% of the land that they are develop- 
to the town in terms of park land, in a quick answer, is 
what you are advocating here, that they also be re- 
isible to give land? 

rs Parrish: The quickest answer I can give is yes. 
The Chair: Thank you for your presentation. I under- 


d the Ontario Women’s Action Coalition cancelled. Is 
‘correct? They are not here. 


McMASTER STUDENTS’ UNION INC 


The Chair: Our next presentation is McMaster 
Jents’ Union. Today we have Brian Leblanc, who is a 
archer, and Gary Collins, president of the Manufactur- 
i—sorry, McMaster Students’ Union. I should have got 
ight because I went to McMaster. 


Mr Leblanc: A long time ago? 


Mr Collins: I would like to thank you for allowing us 
inake this presentation today. My name is Gary Collins. 
n the president of the McMaster Students’ Union and 
iy Brian Leblanc and I will be making a presentation 
cerning university education here in Ontario. 

A few introductory words about the McMaster Students’ 
on. We are a student organization that represents 11,000 
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full-time undergraduate members at McMaster. The 
students’ union provides representation and we also pro- 
vide services. The services that we offer range from a day 
care centre to a licensed establishment to a grocery store to 
a graphics department to a radio station. In the representa- 
tion we provide, we try to make briefs to municipal, pro- 
vincial and federal politicians and we try to represent the 
view of students. We have a 35-member assembly. Today 
we would like to outline some of our concerns with educa- 
tion in Ontario. Brian will speak on education. 


Mr Leblanc: There are several things we want to 
touch on. It is too bad that Kimble Sutherland is not here. I 
met him when he was president of the students’ council at 
the University of Western Ontario. I am sure he and I share 
almost identical views on this topic, so it would be nice to 
have some support from him. I am just going to run 
through sort of a preliminary overview and then some 
things we think need to be done. 

We think government expenditures on education are an 
investment in our society. I think if we do not invest in our 
human capital, then we will be going nowhere as a prov- 
ince and as a country. Ontario is the engine that drives 
Canada, essentially, and if we are not producing qualified 
graduates, then our country will be in dire straits. 

I am sure that you are all aware that our universities are 
chronically underfunded. Student-faculty ratios are rising. 
The space shortages, delayed maintenance and decreased 
real expenditures on capital purchases and library expendi- 
tures and things like that are all over the system. Clearly 
we do not have the kind of system that I guess you all had 
when you went to university, if you did. I am sure you 
would recognize McMaster, if you came back now, as a 
very different place than when you went. I think if we do 
not give a tremendous amount of more money to the sys- 
tem, the myth of quality and accessibility will be exactly 
that, as there is no way we can sustain the system as it 
currently is. 

I will give you an example of this kind of decline. In 
the political science department at McMaster, there is a 
tremendous lack of professors and there is a lack of conti- 
nuity in education because of that. Honours students have 
to produce a thesis in fourth year for the faculty adviser 
who taught them the course. That is proving impossible 
because none of the professors who were there could give 
them courses. They are all on leave or they are all taking 
off or they have simply left the system or they have gone 
to the United States or they have just moved out. It is 
becoming impossible to finish an honours degree in the 
four years that it would normally take you. 

Increased expenditures on faculty would eliminate that 
problem because there would simply be more faculty for 
the students. Enrolment at McMaster has gone from 8,300 
students in 1979-80 to 10,700 in 1989-90, and at the same 
time, over those 10 years, the province is spending $1,900 
less per student. I think it is almost ridiculous to think that 
we are delivering the same kind of education to students 
today as we did then. I am not saying that 1979-80 or even 

10 years was some kind of nirvana for the system because 
if you look back at the materials from that period, they 
were screaming that they were underfunded then. 
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If they were upset then, than clearly we should be quite 
upset now. The government has consistently said that it is 
committed to accessibility and quality. It has not backed 
that up, though, with money, essentially over the last 20 
years.There are available resources to give to the univer- 
sity system that just have not been getting there. Over the 
last 10 years, increases to universities have gone up 5.7% 
in real terms and transfers to health care have gone up 
113.8% in real terms. There is money there, obviously. It is 
just a matter of political will and desire in spending it in 
the system. 

The current government pointed this out consistently 
when it was in opposition. They would scream up and 
down every time there was a funding announcement about 
universities. I think they have a golden opportunity to ar- 
rest the decay in the system right now in their first budget. 
It is time to put some action to the words that they had said 
for years. 

It is NDP policy to to eliminate tuition fees because I 
believe as a party it shares our belief that the university 
system is a system whereby you create social change. It is 
not a system where you go and you purchase a commodity 
which is education, but a system where you use it as a tool 
to change our society and to make our society more equita- 
ble. You have a beautiful opportunity in your first budget 
to actually put that idea into practice. 

Another thing I want to talk about is a problem, I be- 
lieve, in the way the universities are funded by the govern- 
ment. Currently, if you are not all aware, it is a sort of 
convoluted corridor funding system formula with a series 
of other envelopes for special projects. I am not sure how 
you people feel because you have never made a funding 
announcement about universities, but they used this 
scheme to sort of distort the amount of money they were 
giving to the system. Last year, then-Treasurer Nixon said 
there was going to be an 8% increase for universities. In 
fact that was not true because it was not an 8% increase in 
operating. It was 8% in total outlay and most of that went 
to special programs. The actual increase in operating was 
about 2.2% to 3.5% per institution depending on the insti- 
tution, and as we all know, inflation was somewhat more 
than that and enrolments have risen 25% in the last six 
years. 

Clearly they are not getting the kind of money they 
should. What we think should happen is that they should 
move the envelope funding system down one more level 
and create a series of targeted envelopes for universities 
based on undergraduate education, graduate education, ad- 
ministration, libraries, physical plant, whatever. 

You can compartmentalize it and target the funds going 
to the universities in the way you want them to or in the 
way they are meant to be spent by some formula, because 
70% of the funding for McMaster University comes as a 
direct result of the undergraduate enrolment that is there, 
yet only 30% of that money goes to undergraduate teach- 
ing and undergraduate services. I think that is ridiculous. I 
think the undergraduates, if that is the way we are going to 
fund our system, should be benefiting from that money 
and I think the provincial government should exert some 
kind of control over the way that is going. 
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We can restructure the way we fund it all we want, 
we also need money and the Council of Ontario Univers 
has said in its brief about fixing the system, which I 
touch on in a minute, that we need an extra $410 milli 
base operating this year to bring the system back to 5 
kind of health. I share that view, except my figure tt 
calculated was about $506 million. That was based on 
year’s Ontario Confederation of University Faculty A 
ciations funding request which was ignored by the gov 
ment. We are talking about a considerable amoun 
money—$500 million is not peanuts—but in relatioy 
the size of the provincial budget it is not actually that la 

Now to tuition: In 1987-88 Ontario universities 
about 63% of their income from government grants. 
rest of Canada got about 70%; that is, about 7% m 
Tuition fees in Ontario were about 15% of operating 
penditures. In the rest of Canada it was about 10%. I tl 
at the very least, in terms of tuition, the government shi 
freeze tuition fees where they are now until our aver 
tuition fee contribution to operating funds comes to 
national average, to about 10%. 

I think that the COU recovery plan—I do not kno: 
everyone is familiar with it, but it was-calling for a $§ 
dollar-per-student increase, and I think that is ridicul 
because in its own brief it said the provincial governn 
should obviously be the one paying this. They say t 
will not, so let’s hit the student. I think it is deplorable 
these university administrators are having to call for tui 
increases which they know will hurt students. They ki 
it. They say, ““Let’s use some of the money for accessibil 
I think it is ridiculous if they are forced into that posi 
because of government intransigence on this issue. I th 
the government should pick up the cost, and they said s 
their brief. I hope you people believe that when you 
making the funding announcement. 

In 1978-79, OSAP was allowing $65 a week as 
allowance to students. I do not know where they got 
figure of $65 a week, but I guess they assumed it 
adequate then. In 1991, it is $121 a week per persot 
live. The cost of living index over that time increz 
128% and living allowances only increased 86%. Stud 
are being starved in terms of assistance when they gi 
school, so I think that issue also needs to be addressed. 

There is a series of recommendations at the end. I 
not run through them to save time, but I hope you pec 
read this. If you have any questions, I would be happ' 
answer. 


Mrs Sullivan: I have a question. I know that you 
not read through your brief and I am caught by a sente 
on page 15 as one of the questions that you are asking, 
the university of the masses inherently low quality du 
the presence of a greater number of average students?” 
were interested today in a conversation we had with 
Ministry of Colleges and Universities officials who v 
discussing some of the needs of the university system 
college system over a period of time. One of the predicti 
that came forward was that there would be perhaps an 
crease in post-secondary enrolment in colleges and unive 
ties. I am wondering why you are asking this question. 





juggesting a limit in admissions based on academic 
and with attendant changes and funding pressures? 
is this here? 

Ir Leblanc: Actually, that question is sort of almost 
tious question because when we had— 


Irs Sullivan: It does leap out of the page. 


Ir Leblanc: Yes. The system people referred to as 
vhich was of good quality was in the 1950s, and as 
li know that system was essentially for rich white 
In the 1960s we embarked on a process of accessibility 
t was government policy. Since the accessibility pol- 
as been attempted to be implemented, it seems quality 
‘one down because the funding levels have decreased 
ally since then. So it is sort of a facetious question 
Will we only fund an élite system properly? That is 
‘tially the point I was making. 














bers, you should have said a majority of white males 
a few very exceptional women. 


: r Leblanc: True. Actually I think that is horrible, 
ise I do not think you have got to be exceptional if 
€ a woman to go to a university. 

Mrs Sullivan: That is not the case these days. 


Mr Leblanc: No. It is not the case. There are more 


a than men in the system. 
Ars Sullivan: Except at the graduate level. 


fr Leblanc: Except at the graduate level, yes. 


Ar Hansen: I would like to say we know your con- 
}. I have two of my children, one in college, one in 
ersity, so I have related back to me exactly what is 
2 on there on certain levels. Not only that, Kimble, our 
w member of the government, gives us quite a few 
aples back there in London. We do hear your concerns 
we are going to have to address them as best we can. 
/concerns are being listened to, and the other universities 
tolleges also. It seems to be about the same voice com- 
icross. It is no different whether you are at McMaster or 
are at London. 


Ar Leblanc: It is true. It manifests itself in different 
; on different campuses, but the situation is truly horri- 
‘Mr Wiseman, if you went to McMaster, when you 
| there were about 15 students for every faculty mem- 
inow there are about 20, and that is ridiculous. 

Ar Hansen: I am a little bit older than even Jim 


»man. I had my education in the United States because 
was the closest available college and university to go 
























he Chair: I have a question. It stems from the brief 
we received from the Western student union. They 
ested that a policy for funding and moving towards 
| tuition could be funded out of tax increases for stu- 
; who have graduated from university and therefore 
na better position to fund it because they are in the 
er income-earning jobs in the economy. Do you care 
mment on that? 


Ar Leblanc: It is fascinating that Western would 
\« that. I guess you are talking about an income-con- 
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tingent repayment plan similar to what they have in several 
other countries. Well, first off, I would say that we have a 
truly progressive and proper income tax system. Talk like 
that would be ridiculous because, if you are making more 
money, you would be paying proportionately more taxes. 
Something like that would be ridiculous because it would 
already be happening without any special programs. 

If you are going to tell me that you are going to insti- 
tute a truly progressive tax system and eliminate tuition 
fees, I think that is wonderful. I think that should happen 
anyway. If you are talking about an income-contingent re- 
payment plan, what you are talking about is students pay- 
ing about 10 times as much in tuition as they are now 
because the interest on the loan, because it will still be sort 
of a loan. They will keep a running tally and—there are 
some figures in the recent OFS report—if you borrow 
$14,000, you will end up paying another $16,000 extra 
that you did not borrow. I think that is ridiculous. 


The Chair: That depends on how long it has been 
amortizing and on what your rates are. 

Mr Leblanc: I believe they were doing it over 10 
years. I think an income-contingent plan is ridiculous. I 
think what we should do is redress the province’s tax sys- 
tem and do it through that avenue. If we did have a pro- 
gressive tax system, then we would not need tuition fees 
because if I benefit from the university system, I will be 
making more money obviously, and if I am making more 
money, I will be paying more taxes and I will be paying 
progressively more taxes. 


Mrs Sullivan: That is a very questionable point of 
view. There are many people without a university educa- 
tion who are in fact earning very large amounts of money 
and making their contribution to the tax system now. 
Frankly, I get upset, and I did with the Western students 
who were here, with the assumption that post-secondary 
education automatically will now and in the future keep 
you in the maximum income levels of society. Surely to 
goodness, if that is the case, then we are doing something 
awfully wrong with other levels of training. 


Mr Leblanc: I think I would agree with that, although 
statistically the highest income earners are all holders of 
university degrees. That is not something that I mean; that 
is just a fact of our society. I agree. 

Then let’s use the education system and the university 
system in particular to effect some kind of equality across 
the board in this province. It is a tool for social change; it 
takes people and it gives them opportunities that they oth- 
erwise would not have. I do think that, sure, people who 
do not have university educations earn lots of money and 
they are in high income brackets, but I also think that 
education is just in general a social good. 

You are not just learning how to do something, how to 
be an engineer, how to be a political scientist or how to be 
a lawyer. University experience teaches you much more 
than that. It is not simply classrooms. It is creating good 
citizens. University education creates good citizens, and I 
think there is a general benefit for the society in creating 
good citizens. 
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Mr Phillips: Just in fairness to the previous students, I 
heard what they said differently personally. I thought what 
they said was, “Reduce tuition fees until they are zero and 
you will get it anyway from us because we will earn 
more.” I did not hear them say a specific tax. 


1650 
Mr Leblanc: Actually, that is very true. 


Mr Phillips: In case you bump into them and get into 
a fight with them. 


Mr Leblanc: I have heard that same thing. Actually in 
increased taxation due to augmentations in income, you 
pay off the subsidy the government gave you for your 
tuition. They are usually talking about eight years. 


Mr Phillips: That is what I thought they said. You 
would have to look at Hansard just to find out what they 
really said. That is how I interpreted it. 


Mr Leblanc: But you pay off your subsidy in about 
eight years now apparently. 


Mr Phillips: I believe that the direction the last gov- 
emment took was to increase the grants to the universities 
and colleges at the same rate as the increase in tuition. 
That I think was to try to get more money into the system. 
I know this is a difficult question for you, but you have 
two recommendations here. One is to increase the rate, to 
get the $410 million incremental money in here and the other 
is to have tuition fees decreasing as a percentage of— 

Mr Leblanc: Sure, in other words, freeze tuition fees. 

Mr Phillips: I am just trying to get an idea if you can 
give us any hint on your priorities. Is it more important to 


the system to reduce tuition fees or to increase the funds in 
the system? 


Mr Leblanc: That is an interesting question. 


Mr Phillips: Normally it does not get an answer, by 
the way. — : 

Mr Leblanc: Let me talk about the previous govern- 
ment. Sure, they increased tuition and grants by the same 
number, and if they had increased tuition in operating 
grants by the same number, then that would have been 
fine. But as I said, tuition went up 8% and real operating 
went up about 2.5%, so that is not really the case. I am not 
really sure but I think if we freeze tuition fees, you would 
not have to touch them. If you just gave the extra $410 
million, that would redress the problem right now and tuition 
fees would drop to about 10% of the take. 


Mr Phillips: Is that right? I thought that the system 
said it needs $410 million more in it. 


Mr Leblanc: Yes, for next year. So if the government 
gives all of that money, the tuition as a percentage of the 
new figure will be about 10%. 


Mr Phillips: Just in case that does not happen, which 
I doubt, but just to provide a contingency plan, have you 
any direction for the— 


Mr Leblanc: I would say give us more money in op- 
erating and, if you want increased tuition by CPI, if that is 
what you are asking me— 


Mr Phillips: That is what— 
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Mr Leblanc: I am saying tuition levels are too 
right now and I just fear they are just going to get hi 
But if you are asking me to choose between $410 mi 
for the system or an extra $50 on tuition, I will tak 
$410 million. ! 

Mr White: I just want to add to a couple of th 
One brief comment along the lines that Mrs Sullivan 
gested, and I think you replied excellently, that the pu 
of a university education is not simply an input toward 
desired output of increased income, but rather a broade 
of human perspective and an increase in general benef 
our community as a whole. Certainly, that has been the 
cussion we have heard through decades at the university 
in erudite and sometimes useless conversations. 


Mr Leblanc: Never useless. 


Mr White: No, no, they are part of the broade 
experience, are they not? But I am curious in terms 0 
tuition issue. There is a need of course, if there is any 
of tuition increase even comparable to the increase in « 
ating expenses, etc, for that increase to be equitable, | 
done in a way which does not deprive those who 
limited income of the opportunity of gaining access t 
college and university system. Do you have any su; 
tions as to how that might occur, if there needed inde 
be any increase? 


Mr Leblanc: How to maintain accessibility ir 
face of tuition increases? 


Mr Phillips: Yes. 


Mr Leblanc: It is a very difficult question, bec 
tuition is a very small percentage of the outlay of cas 
university education. What it is is a number that p 
say, “Oh, I can’t pay that.” It discourages people. The 
for every $100 increase in tuition you lose 1% ine 
ment, in demand. So it is not the tuition itself that 
impediment; it is the notion that it is so high. It is a 
chological barrier, not necessarily a financial barrie 
though it is a financial barrier as well. It is a psychole 
barrier because they see living costs and everything. 

If we move to an all-grants OSAP system, v 
would in effect be cheaper than the current system bet 
of the interest costs the government pays—this prof 
OSAP, was invented in the 1970s when interest costs 
really low and the real cost of carrying a loan was : 
0.5% to 1%, so it was really cheap. Now the interest 
are so high that the government carries them for four 
and it ends up costing almost as much in total interes 
would cost if you just gave the money away without car 
the interest for four or five years. 

If you go to an all-grants program and fix the ho. 
the OSAP system—I mean, the method of assessm« 
ridiculous. I think it is demeaning for adults to ha 
send in their parents’ T4 slips to get student assistat 
mean, my God, I am an adult. What does how muc 
parents make have to do with whether I should be a rece 
student loan? I think if you could fix that, that is ar 
avenue. 

But how to fix the psychological barrier that tuitic 
I have no idea, I really have no idea, because I have t 
to people who did not go to university and they sa 





he tuition fee and I couldn’t go.” I said, “You know, 
real costs are just to live or to live somewhere else or 
ooks or whatever.” And they said, “Yes, but I just 
d at tuition.” And I said, “Well, that is something that 
t pay.” 

Ir White: And yet tuition is only a small part of the 





Ir Leblanc: Tuition is a relatively small part of the 
cost, sure, but it is a large psychological barrier be- 
| they have to pay it all at once. If you asked people 
‘a low-income family, “Give me $1,800 now,” they 
not see a way to do it. 

he Chair: I would like to clarify the quote from their 
“The money should come from us, as students, and 
oney should come from us after graduation through a 
ssive income tax system.” Then they went on to say, 
fore we do feel that through the corporate tax system 
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there should be revenues raised towards post-secondary 
education also.” 

Mr Leblanc: Sure, because next to the graduates the 
greatest beneficiary of the post-secondary system is of 
course the corporate sector, because we give them ready- 
trained graduates that they can plug into whatever job they 
want. So perhaps progressive corporate taxes might be an- 
other good idea. 

The Chair: On behalf of the committee, I would like 
to thank you for your presentation. 


Mr Leblanc: Thank you. 


Mr Collins: We will be lobbying the minister, who is 
our local representative, Dr Allen. We will be continuing to 
call him and meet with him. 


The committee adjourned at 1658. 
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he committee met at 1004 in committee room 2. 
PRE-BUDGET CONSULTATIONS 


ONTARIO CONFEDERATION OF UNIVERSITY 
FACULTY ASSOCIATIONS 

e Vice-Chair: Welcome to the committee on fi- 

2 and economic affairs. With us today is the Ontario 

ederation of University Faculty Associations. I be- 

Mr Graham, the president, will be presenting. Would 

dentify yourself and your colleague. 


r Graham: Good morning, Mr Hansen and mem- 
of the committee. I am Bill Graham, professor of 
isophy at the University of Toronto and president of 
ntario Confederation of University Faculty Associa- 
. To my left is Marion Perrin, who is the executive 
tor of OCUFA, and in the audience today are Heather 
ster and Glen Brown from our staff. 

Ve want to thank the standing committee on finance 
sconomic affairs for the opportunity to be part of the 
erations. We have appeared before this committee in 
ast and in the past it has been our practice to address 
-term funding requirements. This year, we would like 
lopt a somewhat different approach and tie the short- 
‘requirements into some long-term issues. 

f I could start just by making a quote from Walter 
t, who is a former CEO of Northern Telecom. Speak- 
efore the Conference Board of Canada, Walter Light 













































| the 1990s, we’ve got to put our money where our 
th is in terms of addressing the quality of education 
elementary school up. I think it is going to take very 
‘ul, very aggressive, very innovative management. 


at, in other words, is our newest form of capital. And 
' does it mean to treat talent as capital? To me it means 
ating people.” 

Te went on in this speech to say that the majority of 
iew job entrants in the 1990s are going to be women 
members of minority groups. 

CUFA shares with the present government the pro- 
d commitment to the achievement of equity in On- 
». The realization of this goal will necessitate 
amental social changes. We believe that the universi- 
of the province have a distinct role to play in achieving 
‘tnd equitable society; but if they are going to fulfil 
mandate, they too will have to embrace change, be- 
ing more diverse institutions where those who have 
tionally had low rates of participation in higher educa- 
are welcomed and encouraged. 

rhe face of Ontario is rapidly changing. We are be- 
ing one of the most racially and ethnically diverse 
pties on earth. Over the next two decades, members of 
prity groups will increasingly seek access to our insti- 
ns as means of achieving equal opportunity. Women, 
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visible minorities, aboriginal people, the disabled and the 
poor face a barrage of systemic discrimination. Employ- 
ment equity legislation, even with mandatory goals and 
timetables, will do no good if educational equity, that is, 
making it possible for people from these groups to attend 
post-secondary institutions, is denied. 

Universities remain largely homogeneous cultures in a 
society which is rapidly becoming more and more hetero- 
geneous. We believe that this situation cannot be allowed 
to continue, that universities must change in keeping with 
the changing nature of our society, in order to forestall all 
kinds of economic and social problems which one can see 
looming on the horizon in the country just south of our 
border. 

What we would like today to share with you is a com- 
prehensive approach to changing and reforming the 
province’s universities. The importance of education in the 
future society can hardly be denied. Both socially and eco- 
nomically, it is important to have an educated populace. 
When we are beginning to be a knowledge-based society, 
more and more people in our society will require post-sec- 
ondary education. In fact, it is now estimated that at some 
time in their lives most people in our province will require 
some form of post-secondary education. It is on the basis 
of this that we make our appeal to you and our response to 
your request to appear here today. 

Among the particular problems that we see facing the 
province with regard to post-secondary education is the 
upcoming faculty shortage which we spoke to you about 
last year. By the year 2000, one quarter of the existing 
faculty members in Ontario universities will be retiring. 
By the year 2006, another one quarter will have retired. 
That means that within 15 years we will have to replace 
one half of the existing faculty in Ontario’s universities. 
That is a considerable problem because we do not have 
any plans in place at present to make that kind of substitu- 
tion. 

There are not enough people in the pipeline, so to 
speak, to take those positions. We are not graduating 
enough PhDs to take those positions and we know that 
other sectors in the world, such as the United States, are 
aggressively pursuing the hiring of our best graduates be- 
cause they also face the same sort of problem in regard to 
retirement of faculty. 

You might have seen the Toronto Star this morning in 
which John Dirks, the dean of the faculty of medicine at 
the University of Toronto, wrote a letter in which he refers 
to an article called “A Basic Sexual Mystery Is Solved,” 
which was reported on 6 January in the Star and describes 
an amazing breakthrough about the differences in males 
and females. This scientific breakthrough was made by Dr 
Huntington Willard of Stanford University. 
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What the article did not point out and what John Dirks 
wants to correct is the fact that Dr Willard was formerly a 
member of the department of medical genetics at the Uni- 
versity of Toronto and moved just recently to Stanford. He 
moved there because of the lack of commitment by the 
federal government to basic medical science and because 
the provincial support for university research was being 
eroded. 

In other words, we are losing some of our best and 
finest talent already to the United States and, when the 
situation begins to deteriorate even further towards the end 
of this decade, we will be losing even more. You may have 
seen also in the newspapers recently reports of other high- 
quality faculty members who have been lost to the United 
States, people I personally know. Tim Colton, for example, 
was pulled away by Harvard University, and Allison 
Gopnick to Berkeley. These are high-quality faculty people 
whom we cannot afford to continue to lose. 

If faculty shortages are allowed to occur, as we pre- 
dicted they will, there may be no choice but for universi- 
ties to cut back on enrolment, and the worst-case scenario 
is that one or more universities might be forced to close. 
This is a rather absurd situation because we know that the 
enrolment has been growing steadily in Ontario universi- 
ties. Over the last 10 years undergraduate enrolment has 
grown by about 25%. 

At the same time that universities are facing this up- 
coming shortage of faculty members, because of budget 
pressures many universities, including the University of 
Toronto, McMaster University and Western, are actually 
cutting back on faculty, and that is the absurd paradox. We 
are facing a situation where we need to build faculty, and 
instead we are having to cut back on faculty positions. So 
the situation is not only severe but it is being worsened by 
the financial situation that our universities are in. 

It is imperative, therefore, that the government act 
quickly and decisively to meet the impending faculty 
shortage crisis. OCUFA has called in the past and calls 
again upon the government to implement a faculty growth 
program, including the provision of targeted funds to in- 
crease the number of tenure-stream positions at Ontario 
universities. 

Such funding, in addition, would provide an excellent 
opportunity for the universities to implement employment 
equity programs. OCUFA is a strong proponent of employ- 
ment equity and favours the introduction of legislation 
which includes mandatory goals and timetables. 

OCUFA believes that our universities must become 
more welcoming institutions where special efforts are 
made to ensure not only access but also retention of mem- 
bers of the designated at-risk groups. Such efforts should 
include the initiation of educational equity programs and 
the broadening of the curriculum. 

We were at a conference recently in the United States 
where the situation is even worse in regard to equity than it 
is in Canada and we were told at an interesting panel dis- 
cussion that the existing curriculum should be described as 
white, male, European ethnic studies, as a kind of response 
to the describing of certain other programs as native stud- 
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ies or women’s studies or other kinds of ethnic stud 
There is no question that the curriculum in our universi 
will have to change to accommodate the growing diver 
of our population. We also need to provide better sup 
services and better physical arrangements for the peopl 
different cultures and ethnic backgrounds. | 

OCUFA firmly believes that students should not 
forced to pay for the recovery of universities through 
imposition of higher tuition fees. Tuition fees are the sir 
most significant barrier to disadvantaged groups in 
society. In the United States, tuition increases and cutbe 
in student aid have resulted in a dramatic decline in 
post-secondary participation rates of minority students. 

OCUFA recommends that tuition fees be frozen 
that the government signal its intention to eventually eli 
nate these altogether. We appreciate that the remova 
fees cannot be accomplished in a short time frame, | 
tainly not in the present economic climate. It depends u 
improvements in taxation and federal transfer payme 
However, only when this goal is realized, it must be cl 
will equal opportunity in higher education be truly av 
able for all of Ontario’s citizens. 

Support for higher education is especially needed 
time of recession, so that those who are unemployed 
improve their education, training and skills. University 
rolment in Canada rose 4.1% this year, including la 
percentages of both the 18- to 24-year-olds and pec 
over 30, but the disadvantaged are still being shut out. | 
fact is that a bachelor degree is now, for many employ 
what a high school diploma was 15 years ago. So with 
onset of a knowledge-based economy, most people 
need some form of post-secondary education at some t 
in their lives. If the barriers to post-secondary educa 
for disadvantaged people are not removed, these pe 
will not be able to compete equally for many jobs 
careers which are open only to those with higher edi 
tion. 

The removal of tuition fees would bring Ontario 
compliance with the United Nations International Cc 
nant on Economic, Social and Cultural Rights, which 
acceded to by Canada in 1976 after consultation with 
provinces. This covenant commits Canada and Ontari 
making post-secondary education equally accessible tc 
on the basis of capacity by every appropriate means an 
particular by the progressive introduction of free ed 
tion. It is also in line with the speech from the thre 
which talked about making available publicly funded p 
secondary education. “Strong publicly funded institut 
are crucial to lifelong education,” is an excerpt from 
speech from the throne, 20 November. 

Freezing of tuition fees must also be accompaniec 
the reform of student assistance programs, including, 
example, increasing the current living allowance and 
proving eligibility requirements. In the longer term, 
dent assistance should be restructured with an emphasi: 
grants rather than on loans. Students are currently grad 
ing from four-year programs with debt loads in exces 
$20,000, and this is a tremendous disincentive, especi 
to economically disadvantaged students. 





\CUFA does not favour the income-contingent student 
repayment plans which have been discussed as possi- 
lternatives to the present method of repayment. While 
rable in some ways, they still impose a user fee on 
c education. Furthermore, they do nothing to remove 
urden of debt from low- and middle-income students. 
ic education should be publicly financed by revenues 
rated by fair taxation, both progressive personal in- 
> taxes and taxes on corporations. 

)CUFA calls on the government to move forward with 
breation of its Fair Tax Commission promised in the 
ch from the throne. We believe that the revenue gener- 
‘by such innovations as a minimum corporate tax and 
ulation tax promised in the last election would en- 
e the government’s ability to deal fairly with public 
tutions such as school boards, municipalities, hospi- 
colleges and universities. 

)CUFA believes that the Ontario government must 
an active role also in lobbying the federal government 
store and augment the established programs financing 
to increase support for research through the federal 
ting agencies: the Medical Research Council of Can- 
the Natural Science and Engineering Research Coun- 
»f Canada and the Social Sciences and Humanities 
arch Council of Canada. We urge the government to 
lenge federal cutbacks in the courts if necessary and to 
se to participate in any consultations on education 
th are not open and broadly consultative. 

Dntario now provides in real dollars some $1,900 less 
student than it did $10 years ago and $800 less per 

























in terms of per capita funding for universities, Ontario 
is ninth out of the 10 provinces. So we wrote, together 
; other organizations, to the Treasurer last November 
| urged the government to bring Ontario universities 
a two-year period to an average level of per student 
ing for the other nine provinces. This would cost $125 
jon per-year over two years in current dollars. 

Mr Chairman, I would be happy to discuss these pro- 
is and to answer any questions your committee might 


) 
Mrs Sullivan: Dr Graham, I am interested in a couple 
spects of your report, one relating to the faculty growth 
i. I know that you have been working to a certain 
int with the Council of Ontario Universities in terms of 
tloping a consensus on what the requirements are for 
post-secondary sector. Their recommendation is that 
)) million would be required over four years. Have you 
yred the faculty growth fund into that or do you have 
stimate of the need for a faculty growth fund, in addi- 
jto that $100 million a year? 


DOr Graham: That $410 million of course was an esti- 
> made principally by the Council of Ontario Universi- 
of what it would take to achieve recovery in the 
iediate future. We are concerned with not only the im- 
late future, but the long term. Certainly the $410 mil- 
would cover part of the recovery of faculty growth, 
here would still be a necessity over the 15-year period, 
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longer than the four-year period, to look at the kinds of 
shortages we are facing and what it is going to take to 
replace them. 

Unfortunately the longer we wait the more expensive it 
is going to get. The more competition we get involved 
with for hiring top-notch faculty members, the more com- 
petition we get involved in with other provinces and espe- 
cially with other countries, the more expensive it will be. 
Unfortunately in many. areas there is quite a market for 
faculty members and certainly in areas that are of very 
great interest to the government, such as science and tech- 
nology. We have seen some of the effects of some of these 
people being drawn off by other universities already, so in 
answer to the question, yes, the $410 million would do 
part of the job immediately, but there is a necessity to look 
at the long-term problem. 

As you mentioned, we are working together with the 
Council of Ontario Universities to develop a study of the 
exact demand. We know what the overall parameters are, 
but what we are doing is looking at each separate disci- 
pline and seeing what the demand and supply situation is 
with regard to each discipline. The results of that study 
should be available some time in May. 


Mrs Sullivan: I was also interested in your views re- 
lating to student tuition. Of course we have heard that 
argument from students in the past, and as well in student 
presentations before the committee this year. The COU has 
recommended special student fees to assist in the recovery 
process. I assume, because of your argumentation, that you 
disagree with the proposal. 


Dr Graham: We do. I think we recognize the problem 
the COU has with regard to its assessment of funding. 
However, we do disagree. The position on student fees is a 
relatively new one for OCUFA. The fact of the matter is 
that we see the necessity to deal with student fees in a 
vigorous way as a result of the population in Ontario, the 
fact that we have a very large population of minority stu- 
dents, of women, many of whom are now single parents 
who require post-secondary education. 

We have a growing demand, we think, by aboriginal 
peoples, a necessity to take the education of aboriginal 
peoples seriously. We need to deal with the handicapped 
members of our society, people for whom this kind of 
tuition fee increase would simply be impossible. We unfor- 
tunately feel that the Council of Ontario Universities’ solu- 
tion would purchase recovery at the expense of many of 
these disadvantaged groups and so our disagreement with 
them is profound on that particular issue, although we 
share a lot of their concerns about the nature of the situa- 
tion in Ontario universities at the present time. 


Mrs Sullivan: That leads us then directly into the 
question of student assistance programs. One of the things 
I have not seen in either the student presentations nor in 
yours is any particular emphasis on people who are return- 
ing to the educational institution who may have family 
obligations and so on, where there are certainly enormous 
pressures, which I am seeing in my constituency office, 
and I have not seen that emphasis and I am curious as to 
why. 
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Dr Graham: I am sorry if you have not. It is certainly 
one of our concerns that the people who are now making 
use of post-secondary education and who will need post- 
secondary education in the future are not simply the 18- to 
24-year-old.groups but people who are returning for what 
has been called lifelong education, for upgrading or for 
education in specific skills or specific disciplines to meet 
the new kinds of economic and social necessities. 

We are becoming a knowledge-based society and peo- 
ple are going to have to have different kinds of skills, so 
they will have to return to universities. People with family 
obligations are going to find it increasingly difficult, espe- 
cially single parents, and we know there is a growing num- 
ber of them too, to face the kinds of economic pressures 
that people are faced with in the current financing situation 
of students for universities. 

We are concerned, however, very greatly with people 
from other cultures and other ethnic backgrounds, with the 
poor in our society. It is very easy, from the inside of an 
institution, to forget that there are people outside. Believe 
me, it is very easy to look at the universities from the 
inside and to forget there are people outside who look at 
the universities and our post-secondary institutions in an 
entirely different way. We do not see the barriers from the 
inside. You have to get among those people and ask them 
and talk to them and you will find that they see something 
we do not see. 

If you have ever been to New York City you may have 
seen, along some of the walls of New York City, and espe- 
cially in front of garages and so forth in some of the 
streets, the sign, “Don’t even think of parking here.” I 
think a lot of people who are not now engaged and who do 
not have a family tradition of being engaged in post-sec- 
ondary education look at our universities and post-second- 
ary institutions and see a sign painted on them that says, 
“Don’t even think of coming here.” 

That is largely for financial reasons, but there are also 
social reasons, cultural reasons, familial reasons, reasons 
of curriculum. There are reasons of the chilly climate they 
face when one or two hesitantly put their foot through the 
door. It is not a particularly welcoming situation for them 
and we want to see these problems addressed, and as a 
faculty association we want to play a role in addressing 
these problems. 


Mr Fletcher: Dr Graham, I agree with a lot of the 
statements that appear in your document. I was just won- 
dering about the number of professors who are going to 
the United States. Help me along here. I am just wonder- 
ing about their funding. They receive a lot of corporate 
funding as opposed to the substantial public funding we 
receive. That appears to be one of the factors that their 
education system, especially post-secondary, is one that 
thrives. I know they can fill a football stadium with 80,000 
people and a lot of that money does not just go to the 
athletic part of school. They are generating more money 
than what our universities generate. That is one of the 
factors, is it not? 
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Dr Graham: That is certainly true. I am not so 
that we should look so— 


Mr Fletcher: I am not saying that either. 


Dr Graham: —adoringly at their football situa 
because that has created a lot of other problems that 
may have read about, sports programs and what they « 
minority students who are brought in under the ae 
becoming part of a sports program, and then if they 
first-quality people they are simply pushed out the 
door and suffer. 

US funding for the public universities is, howeve 
average well over 35% higher than the public fundin; 
Ontario universities. That is an average across the ¢ 
nent. While it is true that corporations and private fun 
have been more generous and that there has been more 
tradition for that in the United States, there is also the 
that public funding for the institutions is better. 

We favour, of course, public funding. That woul 
clude not only fairer personal income tax but also ta 
corporations. We believe that certainly our corporat 
and our businesses are some of the chief beneficiari 
the graduates of our post-secondary institutions anc 
knowledge that is generated in our post-secondary ins 
tions in terms of research, as well as teaching. We tl 
based on progressive people such as Walter Light, tha 
corporations and industries would be quite happy to p 
fair role in supporting the kind of graduates and kn 
edge that will be of help to them. 


Mr Fletcher: Just one more question and comn 
On page 10, “Funding for Recovery and Change,” I 2 
with your statement that at the beginning and duri 
recession it is going to be hard to reverse the effec 
chronic underfunding, but you are hoping that at least’ 
minimum the government will provide sufficient fun 
protect the universities against inflation and honour p 
ous government commitments, such as funding for e1 
ment growth.” Do you have a dollar figure as far as 
much that is? The “previous government commitme 
were these previous government commitments from 
previous government or previous government com 
ments from this government? 

Dr Graham: I think the dollar figure we had wr 
to the Treasurer about was $125 million per year over 
years. That would bring us up to an average pos 
within Canada, bring us up to the middle position. W 
now second to last, ninth out of 10 provinces in term 
funding post-secondary education on a per capita b 
That would bring us up to midpoint. We had hoped 
this government could. establish as a kind of motte 
itself, “Midpoint by midterm of government,” and 
move from there depending upon the economic situ: 
of the province. 

Mr Fletcher: As far as the commitments of prev 
governments, or previous government commitments 
concerned, that is the previous government’s, not wha 
New Democratic government is committed to. 

_ Dr Graham: Yes. The accessibility funding, 
example: There was some money dumped into targ 








ling for faculty renewal. That established 500 positions 
- five years. The problem with that was that it was only 
ial replacement. Even after that situation we are facing 
e shortages. 

e are looking at a major problem in terms of address- 
the future complement of the faculty in Ontario. There 
13,000 faculty members. Half of them are going to be 
e in 15 years. We are pleading for some kind of pro- 
n to address that, some kind of strategy to address that. 
‘would be happy to play a role in that strategy. It is one 
‘is going to take a partnership of students, faculty, ad- 
istrators and government to try to solve that issue. We 
tld be happy to have you. 
































Mrs Cunningham: Good morning. It is good to see 
nh of you again. You did not take the opportunity to talk 
ut standards in any way. I know that you were focusing 
re on the financial aspects and certainly the future 
ilability of even the staffing of our universities down 
road, but I guess I talk about standards in the sense of 
‘One of my great concerns in the last few years has 
in the increased enrolment in universities without the 
ars, the resources, to go with it. I think certainly from 
}point of view as now presently the critic for the Pro- 
ssive Conservative Party, I have access and make it my 
liness to travel a lot more and hear from students. They 
lus that in many instances they are not as happy about 
‘tributing—I understand that people feel differently 10 
rs down the road after they have left a university— 
yn the road as graduates of the universities, because 
y just feel cheated with regard to the sizes of their 
sses and the amount of time they have with their profes- 
3. | wonder if you would comment on this whole acces- 
lity and enrolment trend that the students are facing. 





Dr Graham: I can assure you that faculty members 
) feel cheated and feel that the question of quality is 
nething that must be addressed. Faculty members also 
not like to be faced with hordes of students they cannot 
ito know and cannot deal with on a personal basis. It is 
ly frustrating. There has been as a result a lot of bad 
rale among university faculty. They felt teaching should 
anoble and an idealistic career, yet when you are faced 
ih the kind of numbers we are faced with, continual 
acks in funding and a shortage and impossibility to 
b people in a field, then obviously the quality is going to 
fer and the quality has been suffering. 

|The way to address that, we believe, is to begin to hire 
ulty. We are concerned that one of the consequences of 
doing that might be the necessity to cut back on enrol- 
nt and accessibility. We think the inevitable conse- 
nce of cutting back on accessibility would be cutting 
ik on accessibility for the people who are already at 
;, people who are from the minorities, from the poor, 
n the aboriginal people, the very people we have to 
in to get into our institutions and give an equal oppor- 














| There is no doubt that it is a very difficult situation. 
ality is slipping and even in a time of recession it seems 
jus that a government should be looking towards the 
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future and saying, “What can we do now to ensure that 
when the recession is over people will come out of it with 
some education and some skills instead of simply with 
social problems, crises, more hunger and more poverty?” 

Mrs Cunningham: You talked about the request you 
have for some discussion around Vision 2000. I am won- 
dering if you see, as an active part of that discussion, the 
students of both the colleges and the universities, as well 
as the universities and colleges, being very much a part of 
that discussion. I am not just talking about standards when 
I ask you the question. I think in Ontario we have to look 
at what we are doing and why we are doing it. I know that 
is what Vision 2000 is about, but I see it as not being a 
credible discussion if all the partners are not part of it, 
even the secondary schools. 

Dr Graham: I agree with you entirely. It is certainly 
our view that we should be looking at education from a 
holistic point of view. Universities have been too long con- 
sidered aloof and apart from the system. That is as much a 
fault of people on the inside as people from the outside. 
We have to begin to look at universities as part of a large 
public-institutional higher education system. That includes 
primary schools and secondary schools and our college 
system. 

We are very much interested in what happens to our 
colleges. We believe there should be a much closer linkage 
between colleges and universities and between universities 
and secondary schools. If we are going to make some 
changes in terms of increasing the diversity of our univer- 
sities, it means that we are going to have to bring people 
through the primary and secondary school systems having 
some sort of a chance to take advantage of post-secondary 
education. 

That means getting rid of certain programs such as 
streaming which already tell people from certain back- 
grounds that they do not belong, that their job is to be part 
of the people who have the bad jobs, to quote the little 
document about “good jobs, bad jobs.” Certain people are 
already targeted from primary school as being part of the 
“bad jobs” category. 

1040 

Mrs Cunningham: We should maybe talk about what 
bad jobs are these days too. 

Dr Graham: We want to make sure that people have 
an equal chance at the good jobs, and that means linking 
all forms of our education. Yes, we are interested in Vision 
2000. We would like to see recommendation 40, which is 
the implementation committee, get off the ground and we 
would like to play a role in that discussion. 

The Vice-Chair: I would like to thank you, Mr Gra- 
ham, for your presentation and submission to this commit- 
tee. 


ONTARIO PUBLIC SCHOOL BOARDS’ ASSOCIATION 
The Vice-Chair: We have the Ontario Public School 
Boards’ Association. Mr Checkeris, would you introduce 
your colleagues? 
Mr Checkeris: Yes. I will. My name is Ernie 
Checkeris. I am a trustee with the Sudbury Board of 
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Education and president of the Ontario Public School 
Boards’ Association. I have with me Pat Hillhouse, a 
trustee from the Halton county board; Lorraine Nowina of 
the Etobicoke board, ‘a trustee, and Nancy Bentley, who is 
with the Lambton county board. 

In addition to that we have Ron Sudds, superintendent 
of business from Northumberland and Newcastle Board of 
Education; Penny Moss, our executive director of OPSBA; 
Bev Allen, the director of legislation and finance for 
OPSBA, and Cynthia Campbell is somewhere. 

We are pleased to be here to present our views to you, 
as the members of the standing committee. I would like to 
say that OPSBA represents 94 public boards in Ontario of 
all sizes. We serve 1.7 billion students and adult learners 
and we speak for the public education that represents the 
collective interest of public school trustees across Ontario. 

We have brought with us a formal brief—you have it 
before you—Ontario Public School Boards: Meeting the 
Challenge. In addition, we have given you a group of re- 
ports that you can perhaps use for background at your 
leisure. We do not intend to read our report. We will be 
discussing it and various trustees will be taking time out to 
tell you from their point of view parts of the report. 

I do not have to remind you that there are in fact two 
levels of government with the responsibility for delivering 
and funding education for our citizens. Trustees and boards 
of education are in fact a government. They do collect 
taxes inasmuch as the Ontario provincial government does 
as well, so we are talking on a government-to-government 
basis. 

We are all very well aware of the NDP election prom- 
ises to raise the provincial share of costs to 60%. We have 
examined the issue of 60% funding and concluded that 
what is needed is an action plan to overhaul the existing 
grant program in total. What is needed is a review of 
school board governance and political fiscal accountabil- 
ity. We know it is not going to happen in a hurry. It will not 
happen overnight, but we do hope that in the joint govern- 
ment-to-government process, where we can sit around one 
table and attempt to resolve these fundamental issues, 
some action will take place. I would like at this time to ask 
Pat to kick off the first session. 


Ms Hillhouse: As Ernie has said, we are interested in 
your whole issue and presenting to you, obviously, on the 
issue of the financing of education. The area I am going to 
talk about is very much in the long term. Ernie has already 
referred to the fact that our association, among others, in- 
cluding standing committees or select committees of this 
House have come to the conclusion that a massive over- 
haul of the whole system of financing education is indeed 
necessary in this province. What we need to be looking at 
and what our association is presenting for your consider- 
ation are some basic questions about, what should educa- 
tion be responsible for in today’s society? How much 
should that cost to deliver? Who should be paying for it 
and how? 

In our briefs which we have presented to the govern- 
ment, we have suggested a model for consultation on 
education finance that focuses on the government-to-gov- 
ermment issue, as indeed school boards are elected govern- 
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ments responsible for the delivery of service and respo 
ble for taxation in their area. The best form of consultat 
that we can see would be between the provincial gov 
ment, which has a broad area of responsibility and 
local school boards, public boards, separate boards 
francophone boards, represented by their various asso 
tions. | 

This government has already indicated its intentior 
set up a fair tax commission to look at a variety of 
dealing with taxation at a variety of levels within this pr 
ince. Our association is asking you, in your submissior 
the Treasurer and to the government, to support our 
quest that the Ontario Public School Boards’ Associa 
should be part of that fair tax commission in terms 
representation on the commission and on its subcomr 
tees. | 

As I said, we are looking at a process of consultat 
around the areas of education finance and consultat 
around the role and responsibilities of boards of educat 
in the province. We see this as an area that requires clat 
cation. Education, over this last number of years, has tal 
on or has been allocated responsibilities which forme 
fell to a number of different agencies and ministries. 
terms of community and social services, health, recreat 
and in fact on into the whole areas of justice, to juve 
detention centres and the implementation of the Young 
fenders Implementation Act. 

So what we are recommending is that these nego 
tions, these discussions between the two levels of gove 
ment should involve not just the Ministry of Education 
the other ministries which are concerned, and with servi 
to young children and their families. These are long-te 
issues that we know will require time to study and time 
implement. We also know that you are focusing on s¢ 
short-term issues. We do not feel that all of the issues 1 
are facing school boards are necessarily long-term. Th 
are some short-term remedies that can be brought to b 
and can assist boards of education in the financing of e 
cation and on the effect on the local taxpayer significat 
in this time, in the recession, when local school boards 
also facing taxpayers who have significant difficulties. 

I am going to ask Lorraine to talk about some of th 
short-term issues that we believe your committee co 
make some important recommendations on. 


Mrs Nowina: There are a number of interim legi: 
tive and policy changes that OPSBA is requesting for i 
mediate solutions in the upcoming budget. I will 
dealing with four areas: the general legislative grant, | 
glish as a second language, pay equity and cash flow. 

I think it is somewhat ironic, as a trustee from 
Metro area, when I am dealing particularly with issues 
funding transfers, to note that as a representative 0 
Metro school board, we receive no moneys from the f 
vincial government for education. We are funded at az 
or a negative grant rate. 
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However, the first area I would like to draw your att 
tion to is the 1991 general legislative grant program. WI 
there are two specific recommendations I would like 
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g forward, I would also like to remind the committee 
OPSBA has asked for an 11% increase in the GLG 
it. That 11%, we feel, is necessary to ensure a moderate 
cation mill-rate increase. We need to recognize the 
| property taxpayers who have fixed incomes, and we 
that 11% is a necessary figure for us. 
Specifically, OPSBA would recommend that the gov- 
nent allocate a significant portion of the operating 
jis for education to the basic per-pupil grant of the gen- 
legislative grant program. Essentially, this is needed to 
ify the gap between the real cost of education and the 
ygnized or the ceiling expenditures that we receive 
ugh the GLG. I think it is important to note that the 
erlying principle in this request is one of equity. We 
d to have equity of opportunity and to equalize the 
jing across the province. 
A second recommendation for the GLG is that OPSBA 
3; that adequate notice and a phase-in of all potential 
ges to the 1991 GLG program occur so that we do not 
any major surprises. 
Another area that is covered by the GLG is English-as- 
»cond-language funding. Currently, the established pro- 
n financing is that federal-provincial mechanism where 
is are shared to deal with every language education 
d of our immigrant groups. This funding essentially is 
sed on post-secondary education. The public school 
rds are playing a significant role in the language in- 
ction for both the adults and the children in our school 
tem, and we must have access to these federal-provin- 
funds. 
As a Metro trustee, I would like to relate this issue 
icularly to what is happening in Metro. Metro is cur- 
tly receiving 25% of the total immigrant population that 
triving in Canada. I have a school in my area which for 
past five years has had an immigrant population of 
een 75% and 80%. At the beginning of the last school 
t, out of that 400 school population, there were perhaps 
Somalian refugee children. By Christmas, that figure 
s over 100 kids. So 25% last year, and the enrolment is 
ging all the time, but those Somalian refugees repre- 
t between 30% and 40% of the total school population. 
The majority of those students are in the primary 
des, so you have kindergarten classes, grade | classes, 
ere out of 20 kids, 10 or 11 of them are Somalian refu- 
’s. You are dealing with a population that is not only 
fering from the ravages of war, but young children who 
tribal, nomadic, a desert people that come from an oral 
lition where not only do they not know how to read and 
te, their parents are not familiar with the written word 
‘heir own language. It is a critical issue and it needs to 
addressed. Certainly in terms of Metro, no matter what 
| funding has been, we receive nothing to deal with these 
jraordinary expenditures. 
Another issue that I would like to raise is pay equity. 
SBA is very pleased to hear that the government is 
lognizing pay equity affecting some public sector em- 
lyees more than others. I do not know whether there has 
in recognition that there are extraordinary costs for 
ool boards, that some school boards are affected cer- 
hly by pay equity arrangements more than others, but 


































F-231 





should the elementary teachers achieve their current objec- 
tives, there will be significant impact across the province. 
We are asking that the extraordinary pay equity costs of 
school boards be funded from this fund, as opposed to the 
general legislative grant offered by the Ministry of Educa- 
tion. 

The final area I would like to talk about is cash flow, 
and there are two areas of cash flow. One is from province 
to school board—and I will try my best since I have never 
really had experience with that kind of cash flow. Specific- 
ally, we are asking for changes in the way the money flows 
to us. We would like 25% in the first three months and 
elimination of the 7% holdback. It should be noted, I think, 
that as far back as 1985 with the Macdonald commission, 
it was recognized that school boards need to have the 
funds transferred from the province on a monthly basis as 
expenditures are incurred with, particular emphasis on the 
first three months. Provinces can borrow money at better 
rates and there is a net reduction in public expenditures. 

What we are really looking to do is to help our local 
property taxpayers, and I am sure that is the direction that 
this committee and this government also would like to 
follow. ; 

The second area of cash flow issues is from municipal- 
ities to the school boards. I am not sure of how many are 
former trustees here or how many are former councillors, 
but OPSBA would ask that property taxes be transferred to 
school boards as they are collected. We are responsible for 
levying the taxes, we are accountable to our taxpayers. We 
should have access to those dollars to spend them as effi- 
ciently and as effectively as we can. 

Now I would like to turn it over to Nancy Bentley. 


Mrs Bentley: Thank you. I want to just speak briefly 
to another aspect of property taxes and then to concentrate 
on several issues with respect to the capital funding of 
school boards. 

Payments in lieu of taxes, both at the provincial and the 
federal levels, are an issue of considerable concern to pub- 
lic school boards throughout the province. The properties 
of the federal government and the provincial government 
do not pay property taxes on the same basis as do other 
properties, but pay instead payments in lieu of to the mu- 
nicipality. Some of these payments in lieu are shared with 
the school sector and others are not. Basically, at both the 
federal and the provincial levels, the only payments in lieu 
of that we receive are those that are connected with resi- 
dences or tenant-occupied properties. 

For example, at the federal level, we do receive the 
payments in lieu for defence properties and residential 
properties owned by the federal government. At the pro- 
vincial level, we have a similar situation. For example, 
under section 160 of the Municipal Act, the province is 
paid $75 per bed or student in institutions such as correc- 
tional institutions, schools and hospitals. These are not 
shared with school boards, and yet the school boards are 
providing services to all these properties. 

Another example at the provincial level is property 
owned by Ontario Housing Corp. For those tenants, we do 
receive those payments in lieu of. The Macdonald com- 
mission identified this inequity of the property tax policy 
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and recommended that the government of Ontario require 
that all payments in lieu of taxes be shared equitably 
among school boards and municipalities. 

In 1982, a very long time ago, the sum of school 
boards’ lost revenue through not receiving their fair share 
of all payments in lieu of was estimated then at $120 mil- 
lion. So it could represent a considerable revenue for 
school boards, and we feel there is a good reason to re- 
think these existing policies because payments in lieu of 
really are a replacement for property taxes. The school 
boards and municipalities are funded on the basis of prop- 
erty taxes. So OPSBA recommends that all payments in 
lieu of taxes, federal and provincial, be shared equitably 
between school boards and municipalities on the basis of 
their respective mill rates. 

Another situation exists around telephone and tele- 
graph taxes. The Municipal Act provides for the sharing of 
telegraph and telephone taxes in the jurisdiction between a 
municipality and a school board. However, in many areas 
of the province, such as the north, there is not municipal 
organization but there is, however, a school board. 

Last year, again, an estimate of $2 million a year in 
local revenue was paid to the Ministry of Revenue and 
does not benefit the local school boards at all. Those pay- 
ments go directly to the Ministry of Revenue. So we do 
recommend that the Provincial Land Tax Act be amended 
to enable the equitable sharing of taxation from telephone 
and telegraph with the local school boards in those areas 
without municipal organization, which would again mean 
a considerable revenue would flow to school boards, 
which we believe should rightfully be shared with them. 

The capital needs of Ontario school boards have been 
rapidly escalating over the past five years, as I think most 
of you recognize. The past provincial government, in rec- 
ognition of this need, did commit $1.5 billion over a five- 
year period. That meant that $300 million was made 
available to school boards since 1989. 
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In spite of that financial contribution, there remains a 
considerable backlog of need for new schools, permanent 
accommodation to replace portables, and particularly reno- 
vation. More than 20% of schools in Ontario are over 50 
years old. 

A good portion of the capital allocation grant program 
is going for population growth. As you are well aware, in 
the growth areas of the province much of the capital allo- 
cation is being given to those boards that have growth 
problems. This has added in great measure to the backlog 
in renovation capital that is required by other school 
boards. 

We would like to point out that there is a direct rela- 
tionship to the lack of receiving capital allocation by those 
boards that particularly need it for renovation or replace- 
ment schools, because in many cases the students are 
being bused across very large areas of counties and munic- 
ipalities and the cost of that transportation is increasing 
your regular operating expenditures. The recognition of the 
capital needs would alleviate some of the operating expen- 
ditures. 
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There is a chart included with your information 
just illustrates the needs as they exist. You will notic 
the bottom of page 16—the site purchase and new pi 
places; that is, the need for new schools—the dollars 
were allocated in 1990 were $254 million. The sc 
board requests were in excess of $1.1 billion. I think 
only fair to comment that that really probably does 
represent the full extent of the need because school bo 
have to be very careful in justifying a need and are 
tremely aware of the budgets and the mill rate that t 
have to pass on as a result of these expenditures. 

Then if you look below that at renovation and reple 
ment, the dollars that were allocated were $42 million: 
the requests were $330 million. In that area in particu 
you may be confident that the needs are much hig 
because school boards are not able to pass on any mill: 
to the local taxpayer. As you know, last year, most of 
mill rates across the province were in the double-digit 
gion, so that represents the very minimum of renova 
allowances that are needed. In other words, only 12.8% 
the projects requested were funded. That gives you a pr 
quick picture of the needs of the system. 

OPSBA did appreciate very much the five years 
government capital funding that was provided, the § 
billion. That will be completed in 1994, and we we 
very much like to see this government continue that p 
tice. It provides for a much more efficient and effec 
way of school boards managing their resources and in 
end is better for the local taxpayer. 

The recommendation then is that OPSBA recogni 
the past provincial government’s contribution to sck 
capital funding and recommends that this government 
hance and continue the commitment to multi-year caf 
planning beyond 1994. 

The $700-million capital job creation fund was 
tainly a welcome announcement from the government. 
feel that it was an extremely good use of the prop 
taxpayers’ money because it will create employmen 
regions of the province that are hard hit by the recessior 

We are aware that government announcements wil 
forthcoming as to the allocation of the $700 million an 
is naturally the hope of the education sector and the pu 
school boards that this significant allocation will gc 
school capital and renovation. 

We understand that 1991 is going to be a very diffi 
year, but we would like to recommend to you the contir 
tion of the job creation fund, as it will continue to pro\ 
employment for those hard hit by the recession and it ' 
address the issue of school board capital funding for mt 
needed capital projects. It will be a win-win situation 
both our students and our citizens. 

OPSBA urges the provincial government then to 4 
cate more dollars to the job creation infrastructure fun 
the upcoming 1991-92 provincial budget for public in 
structure, which would include school capital. 

The other aspect of capital funding is the program 
self. As you know, the ministry assists school boards in 
financing of their capital projects. It includes new scho 
site purchases replacement and, as I have said, renc 
tions. At present, the approved cost for a capital projet 








e average rate of 60% for new school sites and 75% 
ther renovations. 

Ne feel that the present capital program is inadequate 
eet the needs of communities today. We are not speak- 
just to the adequacy of the funding to be provided to 
ds of education, but also to the actual structure of the 
‘ram itself. There are several areas where the policy 
2s need to be addressed, we feel, in a comprehensive 
2w of the approach to our capital grant program. 
would just like to draw attention to several of those 
2s. One key area is the allocation process by which 
ls are made available to boards and the criteria that are 
lin granting those allocations. 

Prior to the allocation process, boards of education 
id considerable time and energy and dollars in making 
yosals to the government for these capital allocations. 
br the allocations are received, it is very difficult for 
‘ds of education sometimes to determine why their al- 
tions were not received because the criteria are not 
lished in such a way that the boards can readily asso- 
2 the allocations when they are given with the criteria. 
te is a need to have that thoroughly reviewed and, I 
k, for all boards of education to understand how the 
‘ria will be applied and be readily able to observe that 
r the fact. 

There is a continuing need for review of the policy for 
ministry’s funding criteria of rated capacity and opera- 
al capacity, which certainly do not gibe. In terms of the 
d capacity for schools, it is impossible for us to load 
m at that level, and now especially with the last 
ernment’s initiative of lowering the pupil-teacher ratio 
mades 1 and 2, this does not relate to the way school 
tds are funded for the capacity of the schools. 

The permanent rated capacity that is now acknowl- 
ed by the ministry capital plan is 90% of 35 students in 
assroom. Yet in grades | and 2 we only have 20 chil- 
a, so we are funded at the 90% of 35 students. I doubt if 
ny boards have over 30 in their classrooms or wish to 
e, and in grades | and 2 we are obliged to have 20, so 
funding criteria of rated capacity need to be reviewed. 
We would like to see more flexibility that would en- 
age innovation through lease arrangements and shared 
amunity facilities. I just speak briefly to that. The green 
er on finance in 1988 encouraged “innovative meth- 
” for funding education, yet the ministry guidelines and 
Education Act do not provide for such innovation. 

/We would like to see more flexibility for developer and 
ol board agreement and multi-year planning and fi- 
icing and leasing agreements. While these have been 
jouraged in the green paper, the legislation does not 
init that kind of flexibility for school boards. 

Another area is that joint projects should be encour- 
d with coterminous boards and with local municipali- 
and community colleges. This in fact has happened in 
ith county, Etobicoke and Elgin county. It would be ap- 
iciated if ministry guidelines could be forthcoming with 
pect to the sharing and joint projects with other school 
tds and municipal bodies. 

‘To sum up then, OPSBA supports the Ministry of 
jication’s review of the capital grant program but does 
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urge consultation on such key policies as the funding cri- 
teria, the allocation process, permitting flexibility and in- 
novation and providing guidelines for that. 

Child care capital is another area in which there is 
some confusion. While it has been indicated that school 
boards may provide child care or make provisions that it 
be provided within the school system, the funding capabil- 
ities continue to be inequitable. Boards that are building 
new schools or purchasing new school sites can do and 
provide space for child care. Boards that are not in a 
growth position at the present time have no funding and 
with the rated capacity have no possibility of putting child 
care in the schools. The whole area of child care capital 
needs to be examined and clarified for everyone concerned 
because at the moment there is considerable confusion. 
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Our last recommendation is that the Development 
Charges Act has not so far provided the funding for school 
boards that we had anticipated, or that the previous gov- 
ernment had anticipated, I should say. I had better clarify 
that one. Because this funding is not forthcoming or we are 
having great difficulties with it, due again to lack of clarifi- 
cation and procedures or progress in that area, we would 
like to recommend that the provincial average support 
rates for capital funding be raised to the 75% provincial 
average from the present 60%. OPSBA recommends that 
in the 1991-92 provincial budget the government include 
an announcement that school capital projects will be 
funded at a 75% rate of grant. 


The Vice-Chair: Since we have gone into 30 minutes 
just on the presentation, let’s see if we can get one question 
from each person who has his name down. Mr Sutherland 
is first, and then Mr Fletcher and Mr Phillips. 


Mr Sutherland: You said that you would like an 11% 
increase in the GLGs for this year and you said that that 
would probably mean a moderate increase in the mill rate 
for people. I am wondering if you could be a little more 
specific in terms of what type of real impact that would 
have for this upcoming year, and looking at the issue in the 
longer term—certainly the Minister of Education was here 
yesterday and talked about the commitment of moving 
back to the 60-40. Before that can occur, I guess you have 
to get both levels to agree to the 100% level. I am wonder- 
ing if you could give some indication as to where you 
think municipal increases would be even when we got to a 
60-40. 

Mrs Bentley: Yes, I think that we all recognize that if 
we are talking about relief for the mill rate, then it is not a 
solution simply to provide more funding for the education 
sector, because in all probability the municipal sector 
would then move into some of that space created. I think 
what we are saying is that the Fair Tax Commission will 
be looking at the whole area of municipal-provincial 
programs and finances and that school boards are major 
players in this picture. Within municipalities, school 
boards invariably are collecting over 50% of the taxes and, 
as such, we have to be players and major players in the 
review of these situations, recognizing that there are not 
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simple solutions in the long term but that there are some 
things that we can do in the short term. 


Mr Sutherland: Could you just comment on the 11% 
that you were asking in increases in GLG? You said that 
that would probably mean a moderate increase in the edu- 
cation portion of the municipal bill. I was wondering if 
you could be a little more specific than just “moderate.” 


Mrs Bentley: There have been some fairly reliable 
estimates that school boards’ budget costs will increase by 
approximately an average of 14% this year, so when we 
say an 11% increase in the transfer payments, we are rec- 
ognizing that this is a difficult year for all governments but 
that an 11% increase in the transfer payments would en- 
able school boards to hold that mill rate increase some- 
where below what it was last year, when in many 
municipalities it was certainly well into double-digit in- 
creases. 


Mr Checkeris: I think it is fair to say that when we 
talk about 11% across the province, there are municipali- 
ties and areas where school boards will get much less than 
11% because of their industrial-commercial assessment, 
etc. Other school boards will require 14%, 15% or 16% to 
meet that average 11%. 


Mrs Nowina: If you take a look at how that 14% or 
11% is broken down, we are dealing with such things as 
the impact of GST, mandatory junior kindergarten and 
lower class sizes, the health tax and enrolment increases. 
They are pretty basic things that we are talking about that 
represent that 14% increase. 


Mr Fletcher: I have a question and maybe a comment 
or two. First, let me say that I have always supported 
OPSBA, in more ways than one. I was just wondering, 
does OPSBA believe that lot levies are the solution to the 
funding situation in Ontario? I will ask Emie that one if 
you like. 


Mr Checkeris: On the one hand or the other hand— 
do not ask me how you want me to fund school boards; I 
am quite radically different from others—but lot levies are 
just another way of transferring the cost to people. It is 
another tax, as far as I am concerned. The policy commit- 
tee has a different opinion. We have mixed emotions 
across the province with respect to lot levies or develop- 
ment charges or whatever you want to call them. 


Mr Fletcher: I have one other statement and that is 
that I agree that we should be working together with 
OPSBA as far as consultation is concerned, but we had a 
group in yesterday, the Ontario School Board Reform Net- 
work, and I know they were also members of OPSBA, and 
they tout a different tune than what OPSBA is touting 
today, this splinter group. 

Which group do we listen to? Do we go with the re- 
form network and say, “You are the people we should 
listen to and you can consult’? I know that some members 
across from us were very impressed with their presenta- 
tion. I was not, really. I thought that OPSBA should be 
here giving us a presentation and you are the group that we 
should be working with, but if you are acting together, 
how can we do anything about it? 
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Ms Hillhouse: I think the president is going to cr 


ment. | 
|! 


Mr Checkeris: Trustees, like everybody else, are. 
mans and we do have dissident groups. I suggest to. 
that that dissident group is dissident within its own sct 
board and I suggest to you that they do not represent th 
school boards that they are talking from and it is ra 
important to us that you recognize that. The reformers 
part of OPSBA and we have answered their questions. 
have had workshops to indicate the governance as we 
it, as we believe the Education Act permits us to do it, 
that is not going to stop them. It is still a free ae al 
respect their opportunity to do it. 


Mr Phillips: This is a subject of considerable inte 
to me because, as you probably know, I used to be ch 
man of the Metropolitan Toronto School Board. I we 
say that of all the issues that affected me in the elect 
this was probably the most significant one. Frankly, I th 
several of our members were defeated on it. I think a lo 
property taxpayers are looking for the fulfilment of 
commitment that was in An Agenda for People on the 6 
funding. 

My question really to the group is twofold. We he 
from the minister yesterday that included in provin 
support are capital expenditures and teachers’ pensi 
On page 12 of your document, The Sixty Percent Solut: 
at the bottom you have a table there essentially saying | 
we should get back to the 1975 split between the provi 
and local. Could you just give us some indication of w 
pension and capital funds would be in the provincial s 
port in 1989 and in 1985? 


Mr Checkeris: Maybe Ron Sudds could answer | 
one. I do not think I can. 


Mr Phillips: The level of pension and capital in| 
$4, 129,000,000 and $1,629,000,000. 

Mr Checkeris: As you know, it was a few years. 
when they incorporated the superannuation into the edt 


tion budget and claimed that they were paying more t 
40%. 


Mr Phillips: I think the minister yesterday said | 
those numbers are in the provincial support. I am just’ 
ing to get some idea of how far we have to go. 


Ms Hillhouse: I really do not know, Mr Phillips, 
my understanding is that in 1975 probably they were no 


Mr Checkeris: They were not. I know they were n 


Ms Hillhouse: One can play with figures and one 
get hung up on 60%, 50%, 70%. Our basic question 
60% of what? For us to be throwing numbers back | 
forth between school boards and the provincial gov 
ment, between municipalities and school boards does 
solve anything. I think we go back to the basic questi 
we have raised: What should education be doing? H 
much will it cost to deliver those kinds of services? 


Mr Phillips: They are not in there? 


Mr Sudds: They would not have been included p 
to 1988 is my understanding. 


Mr Phillips: And they are in the 1989 figures? 










29 JANUARY 1991 


F-235 





Mr Checkeris: They probably are. 

Mr Phillips: Pension funds and capital? 

Ms Hillhouse: Yes. 

Mr Checkeris: I recall the Minister of Education 
ding up and saying that the boards were receiving 
e than 40% and indicating that superannuation pay- 
ts were included. They were not before. 

r Phillips: Let me just have that confirmed. The 
on is that it is the way that either property taxpayers 
it up or provincial sources of revenue pick it up. 


r Checkeris: That is right. 































Mr Phillips: I think it is important. The other one is 
commitment of 20% funding to the Metropolitan To- 
0 public board, which was major in the campaign. 
v much revenue is the Metro board expecting as a re- 
of that commitment? I gather right now it is zero. 
at sort of impact might that have on the property tax- 
ers? 

Mrs Nowina: I think from a Metro perspective, if I 
' digress a little bit from OPSBA, there is also a ques- 
of 20% of what and what that 20% means for Metro. 
are very cautious in terms of that particular promise, 
ause if we are going to get 20%, we may have to give 
that really becomes an issue of provincial pooling of— 
Mr Phillips: Was that the condition of the promise? It 
not during the campaign. 

Mrs Nowina: No, that is a concern that Metro has in 
1s of that particular promise. 


The Vice-Chair: If you contact her after, maybe we 
Id get all the answers. 

Mr Phillips: No, these are fundamental— 

The Vice-Chair: Yes, yes. 

Mr Phillips: I mean, 20% of Metro costs is $400 mil- 
, I think, and that was a commitment made during the 
upaign. We are going to have to give the Treasurer 
te advice on how he can carry out his commitments or 
Iam just trying to get an idea of what those commit- 
ats mean. 


Mrs Nowina: I believe on Metro budget—we have 
formulated—we are talking between $1.5 billion and 
dillion. 

‘Mr Phillips: That is the range you are at right now? 
‘Mrs Nowina: Yes. 

‘Mr Phillips: Are you not into your fiscal year? 


Mrs Nowina: We are into our fiscal year, but we have 
ibrought back our target budget. 


(Mrs Cunningham: It is a pleasure to see all of you 
dre the committee today. Interesting to note that many 
the things you are asking for we were asking for in 
|3, and some of the recommendations at the back will 
| take the political courage or the bureaucratic courage 
thange them, because they are very simple when it 
hes to some of the recommendations you are making. I 
an, I could be very specific; I starred some of them at 
| back, 7, 8, 9 and 10 for certain just take the political 





will to get the work done around this building and some- 
times not much happens. 

I would like to ask a question with regard to process, 
because I am particularly interested in who will be advis- 
ing this government, and not only the political arm of the 
government but the administrative arm of the government. 
You talk in your first two recommendations about your 
hope to be part of the Fair Tax Commission, either by way 
of the commission itself or a subcommittee of the commis- 
sion. Then I think I read somewhere in this brief that you 
talk about having a concurrent discussion with regard to 
funding education. 


I think that Mr Fletcher raised a good point. I mean, 
whom does one listen to any more? But I would hope that 
the public school boards of Ontario would have a very real 
voice in these deliberations. So would you take the time to 
very clearly tell me the process that you want. I do not 
understand the concurrent deliberations and the purpose of 
them. 


Ms Hillhouse: Yes, I would be happy to answer that. 
What we are talking about here are basically two parallel 
groups: the Fair Tax Commission, which will be examin- 
ing all areas of taxation and responsibility, accountability 
within the province, and at the same time school boards 
and the provincial government—school boards through the 
various trustee organizations, the provincial government 
and an interministerial group looking at the basic questions 
of policy; again I say, what should school boards be ac- 
countable for providing?—and then feeding back and forth 
that information into the Fair Tax Commission. Because it 
seems to us that the issues that have to be decided around 
what kind of education, what kinds of systems, what kinds 
of programs are we supposed to be delivering, go well 
beyond issues of taxation, go into issues of equity, go into 
issues of relevance to today’s world, go into issues of 
society’s needs to date. We must have those questions 
being answered at the same time. 


Mr Checkeris: I think, if I may as well, we have of- 
fered from the very beginning with the new government in 
place the opportunity for them to take advantage of the 
practitioners we have in the field. We have a lot of top- 
notch people in the field who are both in the educational 
area as well as in the school finance area and their experi- 
ence is very valuable. We have offered that partnership to 
the government. We would like very much to say to our 
people that government has co-operated, it has listened to 
us. 

We know you have to make up your own minds; that is 
okay. We do not want consultation by letter saying, in 
effect, ““We’ve been informed that the trustees have been 
told,” and then we hear about it as a first reading of a bill. 
We want to be actively involved. We have the potential; 
we have a large staff that is ready for your service. 

There have been a lot of unanswered questions here. I 
am prepared to offer you those people’s facilities now. 
Phone them, use us, call trustees and we will be able to 
meet with you at any time. We want to make this a fair 
thing because, after all, our function is to educate children 
and as somebody said, “That is the future.” It is the only 
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future we have, regardless of how we look at it. If we do 
not do a good job, we are failing them. 

Mrs Cunningham: A quick supplementary: Have you 
had discussions with regard to this process with the minis- 
ter and have you had any indication that she is going to 
respond positively to your request? 

Mr Checkeris: In my many years as a school trustee, 
it is the first time that I have ever been able to sit with the 
Minister of Education and the Treasurer of Ontario and 
their staffs and be heard by them. I have never had that 
opportunity before. It was an excellent discussion and I 
suggest to you it augurs well as long as we continue with 
that process. 


Mrs Cunningham: So you have great hopes. 
Mr Checkeris: I have great hopes. 


Mrs Sullivan: As the next group is coming before us, 
since we are expecting the Treasurer to be with us on 
Thursday, I wonder if we could make a second request to 
Treasury officials to provide the information that was 
asked of them when the hearings began last week. 


The Vice-Chair: Okay. 


COUNCIL OF ONTARIO UNIVERSITIES 


The Vice-Chair: The next group we have here is the 
Council of Ontario Universities. Welcome to the standing 
committee on finance and economic affairs. Mr Prichard, 
would you introduce yourself and your colleagues. 


Mr Prichard: My name is Robert Prichard. I am the 
president of the University of Toronto, but I appear here on 
behalf of the Council of Ontario Universities and not just 
on behalf of my own institution. 

The Council of Ontario Universities is a voluntary or- 
ganization representing the 16 universities of Ontario. Its 
council is made up of the executive head of each univer- 
sity, that is, the president of each, and one academic col- 
league from each institution, that is, one member of the 
professoriate from each university. So the council has 16 
presidents and 16 professors on it. 

Joining me today in the presentation, on my immediate 
left is Professor Ann Kittler, who is a professor in the 
school of business management at Ryerson. She is a spe- 
cialist in computer auditing and computer information sys- 
tems. On my far left is Grant Clarke, who is the deputy to 
the executive director of the Council of Ontario Universi- 
ties. He is appearing in the absence of Dr Monahan, who 
would normally be here. On my right is Edward DesR- 
osiers, who is the director of research for the council. 

You may well ask why I would appear on behalf of the 
council. I am not the chair, I am not the vice-chair. Indeed, 
I am the rookie member of the council. I appear because 
the chair is unfortunately overseas and the vice-chair is in 
Guelph today and they asked if I would come and speak 
for them, but I do so, I openly acknowledge, as a rookie, 
not having appeared before you or watched others do it in 
advance and I seek your indulgence. 

The brief we put before you is entitled A Recovery 
Plan for Ontario’s Universities, and each of you has a copy 
of it. I do not intend to go through it line by line. I would 
be delighted to take any questions on it, but I thought what 
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I could probably do most usefully is speak to it rather th 
try to take you through the pages of the brief. | 
The origins of this brief and of this plan lie in wh; 
would describe as the current situation of Ontario nid 
ties, which I believe is both a situation of crisis 
Ontario’s universities and a developing tragedy for 
province and for the country. Those are strong words, bi 
mean them. 

I believe that the current situation facing Ontario’s y 
versities is the worst in the contemporary history of 
tario universities, that in the past 20 years there has ne 
been a situation of such serious harm being done to” 
Ontario university system and that the Ontario univers 
system, relative both to other provinces of Canada a 
equally important, internationally, is falling and fall 
fast. | 
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The tragedy in this is, I believe, in doing what we. 
doing to Ontario’s universities, is that we are shortchai 
ing the people of Ontario, particularly the young people 
Ontario. We are shortchanging them badly. We are do 
harm to the universities, harm that it will take a long ti 
to undo unless we move rapidly to arrest the decline. 

You may well ask, why do I say Ontario’s situatior 
particularly bad? I actually think the situation in Ontan 
again to use a strong word, is now approaching a situat 
of almost scandal in terms of the support for higher edu 
tion in Ontario relative to other Canadian provinces. ( 
tario, the most prosperous province in the country, 
present gives support to its universities, in per capita ter 
for students, that ranks ninth out of 10 Canadian province 

That strikes me as extraordinarily shortsighted, as 
approach for Ontario, as the industrial capital of the cor 
try, as the economic engine of the country, to shortchar 
the higher end of education in Ontario to an extent that 
underfunding has reached the point where Ontario wo 
have fallen to ninth out of 10 Canadian provinces. 

The comparison, if you look beyond Canada, is e\ 
worse. Not only is Ontario in this situation relative to’ 
other provinces of Canada, but the position of Onta 
which of course is in competition with leading jurisd 
tions south of the border, in that competition is ey 
worse. To take an institution like my own, a public insti 
tion offering a full range of degrees including docto 
degrees, the funding for the University of Toronto is n 
40% less than—and listen to the reference point—put 
state universities offering doctoral programs. So compa 
to the average across the United States of public univei 
ties—not Harvard and Yale and Princeton and Chicago 
Stanford, not the private universities—offering doctc 
programs, such as Michigan, Berkeley, Ohio and Pe 
State, Ontario’s universities, like mine, are now 40% | 
funded per student than those universities. 

No matter how imaginative we are, no matter how c 
ative we are, no matter how hard our faculty and st 
work, it is simply not possible to compete successfu 
with those kinds of conditions against us. 

What harm has been done? I think the harm that | 
been done is devastating to Ontario’s universities in ter 
of the quality of the educational experience offered « 



































ents. Again let me speak of my own institution. We 
just developed a five-year plan to deal with what are 
the largest deficits in the university’s history. That 
involves taking out 150 professors from the professo- 
Removing 150 professors involves cancelling Italian 
German on one campus, Spanish and native studies on 
er. It involves cutting program after program after 
ram across the university as we shrink the professoriat 
150 members, at a time when we are, of course, at 
ime historic enrolment levels. 

The demand for university in Ontario has grown and 
wn not just among young people, but across people of 
wges, full-time and part-time, undergraduate and gradu- 
‘at the same time we are ripping out of the faculty of 
university 150 people. That in my view is extraordi- 
ly shortsighted and is doing real, serious harm to the 
lity of the educational experience of our students. 

There is another concern, and I think—I do not intend 
© provocative in citing it—it actually worries me a lot 
erms of the fairness of what is happening. There are 
dimensions to this. The first is who gets hurt most in 
of what gets hurt most at the university when this 
pens. What gets hurt most are initiatives to try to get 
t—our initiatives, for example, with employment eq- 
* for faculty. If we cannot hire, if all we are doing is 
mg people go, we cannot change the gender balance 
| a racial and cultural balance in our faculty. We can 
e the most elegant of employment equity programs, but 
ye are not making appointments we cannot change the 
<eup of our faculty. 

‘Similarly, if we want, as we do want, to strengthen our 
‘k in the area of aboriginal peoples within the univer- 
, we simply cannot do that if, instead of taking new 
jatives, all we are doing is ripping out programs. The 
st threatened are the most vulnerable. It is the newest 
ithe most vulnerable ideas that get hurt first as we pull 


'The second problem I have referred to publicly before 
who is it who can avoid the effects of this underfund- 
(2 It is those who can vote with their feet. It is those who 
) afford to leave. The people who can afford to leave the 
lvince to get higher education are the ones least hurt. 
2 ones who do not have the option of leaving are the 
bs most hurt. So I cite a school with which I am familiar, 
irivate school in Toronto where over the last 23 years we 
ye gone from less than 3% of the student body leaving 
Inada for higher education to now a figure well over 
Jo and heading for 30% of the graduating class leaving 
Inada for higher education. They are doing that because 
| guidance counsellors and the parents and the students 


ye lost confidence in the quality of education available 






|Ontario and in Canada, and they are leaving because 
ly have an income and wealth that allows them to leave. 

| But that is not an option available to most of the people 
| represent. It is not an option available to the great 
jority of people in Canada to leave to go to the United 
ites and pay $100,000 or more for an education. That is 
jt not an option available, but those are the people who 
- avoiding the effects of underfunding and overcrowd- 
. The rest of our students do not have that exit option, 
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and that to me is a particular unfairness, that only the most 
wealthy in our community are able to avoid the effects of 
the current policy of gross underfunding. 

Having said all that, I do not think there is really any 
debate, that is, I do not believe that any of your three 
parties disagree with the proposition that the past 20 years 
have led to a situation of very serious underfunding in 
Ontario’s universities. I have met with leaders of each of 
your parties. Each of them has said that that is his or her 
position. The current minister has said in the House that it 
is his position. There is no ambiguity, I do not believe, on 
the proposition I put before you. The only questions, I 
believe, are questions about how to turn it around. 

The issue is, how do we repair the situation—not fur- 
ther document the situation, which I say I believe is a 
source of widespread agreement as to the devastation that 
is happening, but rather in a difficult fiscal time, in a diffi- 
cult recessionary time, how do we, with maintaining our 
commitment to public universities, turn the situation 
around? That is what the plan for recovery is directed to. 
This plan for recovery included in our brief has been unan- 
imously adopted by the Council of Ontario Universities, 
that is, it is supported by the full council and is put forward 
to the minister, to this committee, to the people of Ontario 
as a plan to reverse the current decline and give us a much 
brighter future for Ontario’s universities and the quality of 
education offered within them. 

The goals of the plan are threefold, three goals only: 
quality of education, access to higher education and equity 
in higher education. Those are the three goals: quality, 
access and equity. 

The nature of the plan is a multi-year, four-year plan to 
move Ontario’s universities back on to a path which will 
allow them to be competitive with the best institutions in 
Canada and in due course compete more successfully with 
the best institutions beyond Canada’s borders. It involves a 
base increase in the budgets for Ontario universities in 
total, in aggregate, of $410 million spread over four years. 
So it is just over $100 million a year for each of four years 
to move Ontario’s universities first to the national average 
of university support and then modestly beyond the na- 
tional average by the end of the four-year period. 

How is it to be financed? This is the most difficult part 
for all of us in the university system, and in saying this, it 
is the most difficult not just for university presidents but it 
is the most difficult for students, for staff, for faculty: 
How, in a difficult time that we all face in the province, 
should this be financed? 

It is our judgement at the council that, while the best 
way to finance it would be to increase the base allocations 
in the MCU budget for $410 million, in the circumstances 
we find ourselves in in the province, we are prepared to 
support accomplishing this through a combination of in- 
creased budgetary support for MCU and increased contri- 
butions by students. We say that with no particular 
pleasure, no particular enthusiasm, the latter part of that 
recipe for calling on the students to carry a heavier burden, 
but it is our judgement on balance that the quality of edu- 
cation of our students is so critical and that the circum- 
stances of the province are so tough that it is the only 
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option realistically available to the government at the cur- 
rent time. 
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Having said that, I should hasten to add that the struc- 
ture of our proposal of increased tuition fees and increased 
government grants is designed so as to not only protect 
current levels of access in the universities through im- 
proved financial aid for students, full-time and part-time, 
but more than that to increase the penetration of universi- 
ties into those communities historically underrepresented. 
That is why we call for an equity penetration program to 
reach out into those communities like the black commu- 
nity, like the lower-income communities of Ontario, which 
are historically badly underrepresented in Ontario univer- 
sities, to reach out affirmatively with the high schools to 
bring those people into universities. 

It is our judgement that despite the increase in tuition 
that we recommend, we would end up with a system of 
much higher quality, of at least as good accessibility and of 
greater equity in terms of the representation of students 
within the student body of the Ontario universities. 

Just let me close by indicating the reaction we have 
had to our plan since we released it about two months ago. 
There is, I believe, unanimity among the Ministry of Col- 
leges and Universities, the Ontario Council on University 
Affairs, the government’s advisory on this subject, the 
confederation of faculty associations, the federation of stu- 
dents, the staff associations, the alumni associations, the 
board chairs. Everybody, I believe, agrees about the need, 
about the amount of the need and about the urgency of the 
need. I believe there is complete common ground in that 
respect and I believe that common ground is also shared 
by both the opposition parties. 

The only point of serious difference that has arisen is 
the question of how to finance it, and that is a difficult 
question. That is, it is a difficult question to deal with the 
fairness. Is it an improvement in fairness, as I believe it is, 
to ask the students in the current circumstances to share a 
heavier burden? That is a point on which there are legiti- 
mate differences of view, but that is the only point of 
difference in all our discussions with the government and 
with others as to the wisdom of this plan. 


What the minister has done is he has convened a spe- 
cial advisory group representing all the constituencies I 
referred to. We are working hard. We are looking for alter- 
natives. We are trying to find solutions. We are trying to 
find ways that, as a matter of urgency, no later than the 
budget which comes down this spring, put in place a multi- 
year plan for the recovery of Ontario’s universities. 


Let me just close by saying that I believe the stakes are 
large on this. I think we have gone too long. I think we 
have let the situation go too long, to a situation where it 
should be a source of embarrassment to Ontario to find 
itself one from the last in Canada and way below our 
competitors in the United States, at a time when we have 
committed ourselves to open North American and interna- 
tional competition, at a time when the quality of mind and 
the quality of education and the quality of infrastructure 
will be so important for Ontario, not just in terms of the 


economic welfare of the province but also in terms of 
cultural and social welfare of the province. 

Fortunately, and this is unlike some of the other ord 
lems you are confronting as you have these submissioy 
the amounts of money involved in this case are relative 
small; that is, $410 million. Fortunately it would make 
lot of difference and is not very much money relative 
the magnitude of the other issues you face. Indeed un¢ 
our proposal only two thirds of that comes from pub 
funds. For a relatively modest investment, a large and it 
portant increase in access equity and quality can 
achieved. 

Iam very grateful for the chance to have put that pl 
before you. With the chair’s permission, perhaps I cou 
invite my colleague Professor Kittler to speak for a cout 
of minutes, reflecting the perspective of a member of t 
professoriate, who are of course among those who are c¢ 
rying the burden of the current situation. 


The Vice-Chair: I might remind you that you fi 
about 10 minutes. 


Mr Prichard: Perhaps she could speak for two ai 
then perhaps we could take a few of your questions. 


The Vice-Chair: Fine. 


Dr Kittler: I would like to speak, with your perm 
sion, on those three points: equity, quality and access. 
would like to start off with equity. What I mean by equi 
is the students who come, their mix and distribution, 
well as equity in terms of faculty and staff who will 
there when the students come in to provide role models f 
these students. I would agree with everything Profess 
Prichard said concerning—we are trying to get particular 
at the historically underrepresented groups. 

Research very solidly indicates that the decision to | 
to higher education is made much earlier than grade 12 
grade 13—way back early in high school, if not befo 
that—and that one of the most significant factors influen 
ing this decision is the attitude or knowledge of paren 
That is why we have earmarked $25 million, starting off 
year one, that we will ourselves go back into the hi; 
schools and talk to the students. We hope that we can s 
up programs where we could convince them what th 
have to gain by a higher education. 

In terms of the equity in terms of hiring, more than 
year ago we at Ryerson made a decision that of the next 
faculty retirements, more than 52 of those replacemer 
would be women and another significant number would 
from minority groups where possible. We got an award f 
this policy. The irony of it is that this policy is not bei 
implemented simply because nobody is being hired. Wh 
faculty retire they are not being replaced. When facul 
leave for other reasons they are not being replaced by ai 
full-time faculty. Therefore, we have some short-term tet 
porary positions. Therefore, this really disfranchises ft 
new people we would like to hire, whom we cannot hire. 

On one other issue regarding equity, we have sevet 
disabled students with varying kinds of disabilities. It 
expensive to deal with these students. We are working ve 
hard on this issue. But we have difficulty trying to g 











e students through to enable them to finish university 
iuse of the services they need. 

{ could give you a specific example about a student we 
2 who is blind. He has a voice synthesizer and we are 
g a special program called Chem-CAD that the stu- 
-s need to use to work competently in chemical engi- 
ing. This student cannot use it because his voice 
hesizer takes up too much memory within his own 
\puter, and within any computer we can provide him, 
we do not have the opportunity to do the research to 
ide a similar package for him that would not take up 
kind of resource that we can provide him. So he has to 
omething else. That is just one simple example. 

ne last point, since I know we are tight for time, is in 
as of quality. I have been teaching for more than 20 
‘s. I have seen the quality go down and down, but for 
last two years it has been an order of magnitude worse. 
ach in some classrooms that were not designed for 
rooms. They have posts in the middle that literally 
ruct the teaching process. The students cannot see the 
rd. I am a very good teacher. I work very hard at it and 
ally bothers me. 

I have students who have no desks to sit at, no chairs. 
'y are afraid to go to the washroom in case they come 
k and the seat is gone. In some classes it is that bad. I 
‘only a certain person. The number of students I must 
| with has way increased. No matter how much time I 
2 to it, the time I spend with students individually has 
/ decreased. The type of research the students can be 
lved with, and we are working hard at that at Ryerson, 
eing seriously hurt, as it is at other universities. Teach- 
are giving multiple-choice exams where it should be, in 
ne cases, essay-type exams for the appropriate course. 
the time to do the marking and other things has been 
nificantly reduced. 

I honestly believe my students really are getting less 
lity than before and we are working hard at it. 


‘Mr Prichard: That completes our submission. 


‘Mrs Sullivan: I have heard both Dr Prichard and the 
er presenter, Mrs Kittler, present before, and as usual 
| speak with great passion. I want to get right to the 
y-gritty of your proposal. As I understand it, what COU 
put forward is that the ministry continue with its $2- 
ion commitment to the university sector, that $70 mil- 
a year be committed for each of four years from the 
histry, plus an additional, in round terms, $35 million a 
ir which would come from students, for a period of four 
ITs. 

\I look, however, later into your proposal and I see a 
sussion of a trust fund and a suggestion that the funds 
uld become part of the ongoing funding base of each 
litution. Basically, are you not asking in the beginning 
lan additional $100 million added to base each year? 

\0 

Mr Prichard: The proposal is that we in effect ramp 
at $100 million a year over the four-year period. The 
Inulative effect would be that at the end of the four-year 
liod we would be $410 million higher than we are today 
real terms. Over the course of those four years of recov- 
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ery, the funds, both the tuition-fee funds and the govern- 
ment funds, all go into a trust fund to be spent for these 
three purposes alone—equity penetration, accessibility 
maintenance and then quality—to be spent only by ap- 
proval, the funds only to be spent with approval of a com- 
mittee including students at the OCUA on it, and at the end 
of that period of recovery, then that new base would go 
into the general base of the university. 

The commitments that will be made on those, the new 
appointments, the new programs that will be in place, will 
then be in place in the university. So as we ramp up, the 
commitment of those funds will take place into agreed- 
upon areas for quality enhancement beyond equity and 
accessibility. But yes, at the end of the four-year period, 
the base of the Ontario university system would be $410 
million higher than it is today if one includes tuition-fee 
revenues as part of the base, which is a slightly different 
terminology than historically has been the case. 

We are suggesting the revenues available to the univer- 
sities would be $410 million higher than would otherwise 
be the case. 

Mrs Sullivan: But in annual commitment from the 
government, you would continue to be looking at a similar 
portion in annual operating transfers? 

Mr Prichard: After the four-year period? 

Mrs Sullivan: The end of the recovery period. 


Mr Prichard: Once we are at the end of the four-year 
period, our expectation is that the government would re- 
turn to the basic commitment, which is to take the advice 
of the OCUA on the amount required the following year to 
simply maintain current levels of programs in real terms. 
That is what the OCUA’s advice is. 

I might say that the $410-million calculation is not our 
calculation. That is not a number invented by the universi- 
ties. That is a number simply taken from the OCUA’s own 
advice since 1977, as its advice has not been followed. 


Mrs Sullivan: I understand that. The question of capi- 
tal has been raised by student groups that have been before 
us and you do not include a discussion of capital in your 
request. Do you see, once again, new demands in capital 
over that four-year period of time which you call the re- 
covery period? 

Mr Prichard: That is an important question for us 
and I want to give only a tentative answer because we have 
only just begun discussions as to how to finance the capital 
side. One of the difficulties of overcrowding for our stu- 
dents has been a lack of capital. It is our sense that the new 
government is committed to a program of capital expan- 
sion which would include contemplating financing it on a 
different basis, that at this time, with the need for expan- 
sion, we should be considering other instruments for fi- 
nancing it rather than just annual grants, and that we 
should be considering debt instruments as part of that. 

We thought it was premature to put a capital plan for- 
ward at this time because it seemed to us that it was in the 
government’s interest to have a discussion which we did 
not wish to pre-empt by getting out in front with respect to 
universities when the hospitals and the school boards and 
others were there. This submission does not address the 
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capital question because we thought it was premature to 
make such a request at this time. 


Mr Sutherland: I want to say I was very impressed 
by the presentation and it is certainly a very impassioned 
plea for the plight of the universities. I, too, want to get 
into the nitty-gritty of this proposal because I have some 
concerns. 

As someone who has put himself through university on 
OSAP and self-financing, when I look at what you are 
proposing here, a $550-a-year increase in tuition for four 
years, that is basically—I work it out in the first year at 
least—a 33% increase in tuition, and on the overall in- 
crease you say that the average cost is $7,000 right now, 
probably over $2,000 extra, so you are looking at almost a 
33% increase in the cost of going to university as a whole. 
That is not taking into account that the other costs outside 
of tuition are going to increase. 

I was very familiar with the Queen’s University blue- 
print proposal that came out last year. At least in that pro- 
posal they termed that a set amount of the money should 
be put aside for student grants. I see nowhere in this pro- 
posal where you are saying a certain amount should be put 
aside. Unless a certain amount is put aside, I do not see 
how you are going to deal with this question of access, 
because if you increase at $550 this year, a 33% increase, 
for someone from a lower socioeconomic scale who has 
already been planning to go, how is he or she going to 
adapt to a 33% increase in one year or within two to three 
years? 


Mr Prichard: That is an excellent question. Perhaps I 
could just address two aspects of it. First, not wishing to 
avoid the thrust of your question, I believe, as I have heard 
it, you have misstated our proposal. The proposed increase 
is $550, but only once. It is an immediate $550 increase; 
not repeated. It ramps up once by $550 and is not repeated. 


Mr Sutherland: I am reading from page 2 where it 
says “$550 per year.” 


Mr Prichard: Once it goes up by $550, it stays at that 
new level, but it does not go up again, so it is a one-time 
increase. 


Mr Sutherland: So basically, this is the Queen’s blue- 
print, except that you are doing it all in one year. 


Mr Prichard: We are doing it all in one year instead 
of spread out over four or five years. But the number is 
very similar, in this case $550 instead of the $625 pro- 
posed at Queen’s, so it is a one-time; it is just a correction. 
As a percentage of the cost of going to university, it is 
$550 as a percentage of $7,000, so it is about an 8% in- 
crease in the cost of going to university, about $3 or $4 a 
day for a student in class days at university. 

On the question of accessibility, the reason we did not 
put a number is that our position is that the first claim on 
all the money is to ensure current levels of accessibility. If 
it costs 20 cents on the dollar, it is 20; if it costs 30 cents, it 
is 30; if it costs 40 cents, it is 40. We did not want to 
pre-empt that discussion of the reform of OSAP for both 
part-time and full-time students and we say the first claim, 
before a cent goes into quality, is to maintain accessibility. 
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The reason we did not reserve $20 million or $50) 
lion was that we got estimates from MCU, estimates 
OCUA, back-of-the-envelope estimates from other 
as to how much was required. Somewhere between 2 
30 cents on the dollar of the tuition fee increase are 
historic estimates. Our view was it should simply | 
prior claim before anything is spent on improved qué 
sO our position is whatever is required is the amount! 
not some predetermined amount. 

That said, I think the shortcoming of this draft of 
proposal is that it does not address sufficiently expli 
the shortcomings of OSAP as presently constructed, 
ticularly for part-time students, and our next draft, whi 
comes out, will much more explicitly address those si 
comings and try to quantify the costs of them. I think 
weakness of the document is the explicitness on that. 
not a weakness of intention though. The intention | 
complete commitment to maintain the accessibility be 
money is spent on anything else. 


Mr Sutherland: Your university just raised $125 
lion from a combination of private sector and long- 
commitment, I take it, from government. 


Mr Prichard: No government funds. 


Mr Sutherland: No government funds, all priv 
Okay, $125 million, that amount of money you raise 
that not going to improve the quality at the university? 


Mr Prichard: Absolutely, it will improve the qué 
Let me just speak to that. That program announced 
and a half years ago was to raise the most money 
raised for any Canadian public institution, hospital or 
versity. It was a five-year program for $100 million. 1 
this boastfully, because I had nothing to do with it, so 
will excuse the immodesty. My colleagues, my prede 
sor and the volunteers who led that campaign, in hall 
time, in two and a half years, raised $125 million of 
vate funds. . 

They did that, though, for capital purposes, whic 
why, when I had the question earlier from Mrs Sulliv 
held back on that because I think a combination of pri 
support and public support for capital is the approp 
direction to go. But that support is not the support we 1 
for the operating costs of providing a first-class educa 
for the class size problem we face, for the destructio 
the native studies program and the language program 
the other programs. That fund-raising is to pay for 
costs of the buildings, for the costs of the basic infrast 
ture within which we have to operate our programs. ‘ 
is an enormous contribution, an enormous vote of c¢ 
dence, in my view, in the importance of quality educa 
but it is not responsive to the difficulty that we have 
before you. 


Mrs Cunningham: Professor Prichard, Dr Kittler 
others, it is a pleasure to meet you. I have been waitir 
do this for some time. As the critic for the Progres 
Conservative Party, I have rather made it my busine: 
become as well informed as I can. It was interestin 
hear Mr Sutherland’s questions, as he was the presidet 
the University of Western Ontario student council a 
was his representative, regardless of my party. We h 





nendous debate. It is always nice to see him informed 
gublic. I tried to do it often, but it is coming along very 
ll. 
” 
Mr Prichard: Dr Pedersen speaks highly of him. 


Mrs Cunningham: Yes, we are all very careful now, 
-we do want him speaking for what we all believe in 
1 you are doing a good job today. Having said that, we 
1 continue to have our arguments, but I must say we 
e agreed from the very beginning on this issue of the 
endous underfunding of universities. If you will for- 
e me, my questions may seem negative, but they are 
[am very much a supporter, have been for many years 
i believe i in the quality of all education. 
But I will tell you what I have heard as I have been 
ng my digging around with regard to what kind of sup- 
t, by the way, the government will get from its own 
inistration—because that is all part of the political pro- 
s and if we cannot in fact impact upon the bureaucrats 
m many departments of government and if we cannot 
‘the support of this particular committee with regard to 
: votes in the House, not only the cabinet, we are going 
where. Although you have made an impassioned plea 
lay, there are some things I have heard as I try to get 
self well educated that do not make me very happy. 
One is the same old argument—and I heard it yester- 
y from one of your own colleagues who teaches at your 
M university, as a matter of fact—that the universities 
} not underfunded; they are just not well managed. I 
juld like you to speak to that. The other one is that 
\tario has to decide what it really wants from colleges, 
iversities and the secondary schools. Who should be 
ing what? Quite frankly, our great concern is that there 
» No standards. You can read what I said to your former 
leagues earlier today. 
_So not well managed and no standards, and the third 
ie is the total misunderstanding around how public funds 
» made. I can tell you, at Western, if we had asked for 
y money in our private fund-raising for the ongoing op- 
‘tional costs of universities, we would not have got one 
any. They are going to pay for what they consider the 
dital, even for equipment I must say, but there is not one 
y for that. 
_If there is not some match from this government, we 
ll not be getting any more of that down the road because 
lu can have all the buildings you want, but if you have 
it got the professors and if you have 300 kids in a class- 
pm, which Mr Sutherland very much relates to, people 
not even want to contribute to their own universities 
en they are graduating. Those are from the students. 
If you would speak to those—not underfunded but not 
tll managed, and that we have to decide on standards 
fore we can give the universities any money, which 
jikes me absolutely sick—if you can in fact speak to 
pse, I think we would very much appreciate it. 


| Mr Prichard: Thank you. I will try to do so briefly, 
icause the Chairman is looking firmly at me. We greatly 
/preciate— 

| Mrs Cunningham: I do not look at the Chairman. 
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Mr Prichard: He is looking at me, though. 
Mrs Cunningham: I know how he looks. 


The Vice-Chair: This is very important. We have an- 
other group that is coming in for 11:30, not tonight. 


Mrs Cunningham: I think it is important for the gov- 
ernment to hear what the president is saying here. 


Mr Prichard: I will try to do it very briefly, and I am 
very grateful for the interest you have shown in the prob- 
lems of the universities at present. 

Are we well managed? I am new to management at the 
university. My own impression would be that there is an 
exceptional effort being made to live with grossly inade- 
quate resources, that the effort being put out by my col- 
leagues, particularly my administrative colleagues on the 
staff of the university, is really exceptional. 

Can we do better? I do not doubt for a minute that we 
can do better and that we must do better and we will do 
better. I think every institution is obliged to do that. Cer- 
tainly every public institution is obliged to do that to main- 
tain the trust and meet its standards of accountability. 

Is there room for improvement? Yes. As I said to my 
colleagues at the academic board of the university just last 
week, discussing the taking out of 150 professors from our 
professoriate—and I think the weights are about right— 
that 5% of it is probably the lack of imagination of our 
deans and principals and chairs and directors and others 
charged with the administration of the university, lack of 
imagination and shortcomings in their effort, and that 95% 
of our problem at present is simply, by every standard, 
grossly inadequate resources. I accept the obligation that 
we must strive constantly to perform and manage as well 
as can. My own judgement would be that effort is being 
made and we will continue to make it. 

On the question of standards, I do not understand even 
the claim. My own view is this whole debate is about 
quality and it is that universities beg for help to allow us to 
set standards and meet standards that the public and the 
students reasonably expect us to meet. That is the problem 
of standards. It is not a problem of aspiration in the univer- 
sity. Professor Kittler speaks to our aspirations of stan- 
dards for employment equity in the faculty of the 
university. There is no-debate about that. We just cannot 
meet the standards. 

Our problem is a complete incapacity to meet reason- 
able standards imposed by ourselves, by the public, by our 
students and standards being imposed on Ontario interna- 
tionally which we are falling further and further behind. 
That is the problem of standards in Ontario’s universities. 
We cannot meet our own standards, which themselves are 
not dreamlike, are just reasonable aspirations for the qual- 
ity of education we should provide. 

On the question of private funds, my own view is that 
the solution—and this is not the COU’s position yet be- 
cause we want to have a dialogue with the government, as 
I indicated—will lie in matching funds through incentives, 
working where the private sector and the government work 
together, through the kinds of programs you are referring 
to, where we consider the use of debt as well as direct 
operating grants to do it. In a combination of private and 
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public funds with incentives and with debt, we can proba- 
bly handle the capital side of the university. 

In my view, the number one problem facing Ontario’s 
universities, which is most damaging to the quality, is the 
operating grant, and that is why that is the sole point of 
this brief and that is why the Ontario universities are unan- 
imous in putting the brief before you. I am very grateful 
for your indulgence. 

Mr Phillips: I cannot quite understand the numbers 
yet. I need a little bit of help on that. My understanding is 
that the grants have been going up by 7%, 8% or 9% a 
year and that there is the need to increase the grants just to 
keep where we are. 

Mr Prichard: Yes. 


Mr Phillips: I would just like to get your feeling on 
what that is per year. I cannot quite understand the $410 
million yet. If you wanted to get to the level right now, not 
that you think you would like to be at this $410 million, 
how much incremental grants each year do you need? 

I am trying to get some idea of when we know whether 
we are hitting the target or not, because right now my 
impression is that whatever grants you have been getting 
in the last five years, which have been going up at $100 
million a year, have done nothing but put you further be- 
hind. We are going to have to provide more than $100 
million a year just to keep you where you are now, then I 
do not know whatever the incremental number is, so if you 
could scope out for us. 

The second one has to do with the other part of it, that 
is, that you are, as I read this, asking the students to pick 
up relatively a disproportionate share of what they are 
picking up now. It seems to me that makes it politically 
more difficult. Did you consider some other alternatives? 

I would like to get those two things. 


Mr Prichard: In terms of understanding the past, the 
key thing that has happened in Ontario in the past five 
years has been a massive increase in enrolment in universi- 
ties, not just of young people but of all age groups. So in 
reading the grants and understanding why Ontario would 
still be ninth out of 10 in Canada, you have to take account 
of this massive enrolment increase. A vast majority of the 
funds given to the university in the past five years have 
been for meeting that increased enrolment as opposed to 
dealing with the base of the existing enrolment. 

Our proposal is that the government in each of the next 
four years take the advice of the Ontario Council of Uni- 
versity Affairs, not our own, and I want to stress that is not 
the universities’ council, that is the government’s council, 
which calculates annually how much is required today to 
do the same job we did last year. We say the government 
should accept that advice, of course. That is just a starting 
point. But if all we did was accept that advice, we would 
stay where we are in Ontario. We would not recover. 

Mr Phillips: I understand that. 
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Mr Prichard: So the proposal we put is that the gov- 
ernment accept that advice, whatever it is, and in addition, 
over four years, embark on the recovery. The recovery 
would cost an increase in base of $70 million from the 
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government and about $30 million from increased stud 
fees in each of the next four years. The cumulative effect 
just under $280 million in increased government sup; 
above what would otherwise be granted on the advice 
the OCUA. That is the number. It would be a $267-m 
lion, I believe, or $273-million increase over the four-ye 
period put into the recovery plan, increasing the base 01 
what is required to just stand still. | 
Mr Phillips: Just to state what I then understar 
whatever the advice of that group is, and it will be m 
than the previous government provided, it will be 10% 
something like that. 


Mr Prichard: Not necessarily, because the enrolme 
is now flattening. The government is committed to af 
enrolment. It is the cost of living as interpreted in t 
university context, in which some things go up fast a 
some go slower, so they calculate, in effect they inde 
inflation in the university. 


Mr Phillips: So maybe $100 million or somethi 
like that. 


Mr Prichard: Whatever the number is. 


Mr Phillips: Then in today’s terms it is $70 millic 
$73 million? 


Mr Prichard: It is $70 million a year. 


Mr Phillips: But that is in today’s terms. Next year 
would be that plus. 


Mr Prichard: In real terms, yes. 


Mr Phillips: At the end of the four years, you bu 
into the base today’s equivalent of the 110? 


Mr Prichard: Of the 280. 
Mr DesRosier: Of the 410. 


Mr Prichard: No, I am sorry. Let me just give one: 
of answers. In terms of the government amount, the 280 
70, 70, 70, 70—goes into the base at the end of the fe 
years, and the student amount—30, 30, 30, 30—120 is si 
available in tuition. You get 120 and 280, which is the 4¢ 


Mr Phillips: So you build that into the annual base? 


Mr Prichard: Yes. The student fee continues at 
level and that $280 million goes into the base at the end 
the four years: 280 and 120 add up to 400. 


Mrs Sullivan: But are you asking for it in perpetuit 
I guess that is what he means. 


Mr Prichard: Yes. It is a new base level so that att 
end of that time the average support for students in Ontai 
would be at and then largely above the national average 
support per student, which is in the base across all t 
other provinces. The comparison we are using is simf 
what is happening in the other provinces of Canada. If it 
taken back out, then we would just drop back to the b 
tom again. 


The Vice-Chair: Thank you. 
Mr Prichard: I did not answer the second question. 
Mr Phillips: I need some help on that. 


_ Mr Prichard: Could I ask Mr DesRosier to meet w 
you and provide you with the analysis? 





On the second question, we have considered every al- 
ative we know on how to finance this, because there is 
debate among all the groups that appear on the need for 
money. We do not know of a better proposal than this. 
his committee can persuade the Treasurer of a better 
posal, we are fully in favour of it. 
Our first preference is it be exclusively public funds. 
» advice we get from the government, from the opposi- 
| parties, from the public is, “That is not doable in 
1,” and the question always put to me is: “Why won’t 
1 help yourselves? Why won’t the institutions help 
mselves by raising tuition?” 
‘What I come to you saying is, the 16 universities of 
tario have said we will, with pleasure, in a sense of with 
asure in getting on with the job and with regret that our 
Jents have to pay it, if you give us the opportunity to do 
At present, if we increase tuition by a dollar, our grant 
»s down by a dollar. If we are given the space to do this, 
will do it. 
‘My governing council of the University of Toronto, 
dents, faculty, alumni and government appointees, 
ed on this on 20 December and they unanimously— 
bry student, every faculty member, every alumnus, every 
vernment appointee—approved this plan on 20 Decem- 
to raise tuition by $550 for all constituencies in our 
versity, as evidence of their commitment to doing it. 


The Vice-Chair: Thank you. 


‘Mr Prichard: Thank you, Mr Chairman. You were 


‘ific. 


CONFERENCE BOARD OF CANADA 


The Vice-Chair: Mr Darby, I apologize for our late- 
is. I think you looked quite interested in the debate 
te. You might know that we have already talked to the 
onto-Dominion Bank and the Royal Bank, and we look 
ward to your views on the current state of the economy 
1 your projections for the next one or two years. 


Mr Frank: I am Jim Frank and my colleague is Paul 
irby. We are pleased to have the opportunity to speak 
h you today, and on behalf of our president Jim Ninin- 
of the Conference Board of Canada, we always wel- 
me these times before various parliamentary 
mmiitees. 

The conference board, you may know, is a leading 
ecaster in Canada. We do quarterly forecasts for all of 
* members and one of the members of the conference 
ard is the Ontario government. 

| 1 am going to make some opening comments about the 
inadian scene and particularly focus a bit on how we see 
| policy environment as it will affect the near term, and 
hn Paul will run over the details of the Ontario outlook 
} you. What we have presented to you in handouts are 
cutive summaries of our latest forecasts. There are lots 
\numbers in there for your edification, and we can an- 
jer any questions you may have. 

| Before I do that, I want to tell you just a few things 
lout the conference board. We are a private sector, not- 
|-profit organization. We are funded by business, gov- 
hment, labour unions, associations and so on. Our 
|ssion is to be the leading private sector research organi- 
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zation in Canada and our basic goal is to enhance the 
competitiveness of Canadian organizations in a global 
economy. That is what we are really about. 

In all of our actions, we have a number of guiding 
principles, and the most important one for our purposes 
today is to say that we are an objective organization, we 
are independent and we are non-policy-prescriptive in all 
of our work. In other words, we try to analyse major eco- 
nomic events and carry out our forecasts in as objective 
and independent a fashion as is possible. 

As a result of this, in our presentation today we are not 
going to be lobbying for any particular point of view in 
terms of stimulus or contraction or tax policy or otherwise. 
What we are going to do is try to give you the best judge- 
ment we can on the near-term outlook and hope only that it 
will be of some value to you as you go ahead in preparing 
your budget in the next few months. 

Just briefly speaking, the conference board, if you like, 
called the first made-in-Canada recession in quite some 
time last fall, and as you may know, got a fair bit of 
publicity on it. We see the recession ending in the second 
quarter of this year, and that will make four quarters of 
negative growth. We expect growth of around nine tenths 
of a per cent last year declining by about three tenths of a 
per cent this year, with a strong rebound—well, I should 
not say “strong,” but a more anaemic type of rebound to 
3.6% growth next year. 

It is a slow recovery and it is a gradual recovery, and 
Paul will focus on that in the context of Ontario. Unem- 
ployment is going to average 9%-9.5% this year and infla- 
tion around 6%. We think the US economy is going into 
recession, has been in recession in the fourth quarter and 
will come out of it in the second quarter along with Can- 
ada. 

We think the anti-inflation policy of the government of 
Canada and the Bank of Canada will remain in place. Even 
though we see interest rates coming down, our view is that 
this is not a substantive, if you like, relaxation of monetary 
policy. It is not fundamentally changed. They are still very 
worried about inflation, and the wage settlements that have 
been coming in over the last while, particularly in the pub- 
lic sector, are a centrepiece of that concern. 

We are forecasting oil prices to average about US$25 a 
barrel this year. That is high compared to what it is right 
now, but I am going to talk to that in a moment. 

We see fiscal policy very neutral at the federal level. 
Our judgement call at this point is that there will be no 
stimulus in the federal budget nor will there be any spend- 
ing cuts. It is going to be a steady-as-you-go type of bud- 
get essentially. Stimulation at this point would be 
procyclical, and I do not think they are into that game. 
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Second, there is not a lot of money to spend. They have 
a deficit that is, as you know, hitting $30 billion now; it 
will probably be $3 billion or $4 billion higher than that 
this coming year. Additional tax increases, after what has 
gone on with the GST, I do not think are in the political 
cards, but that is within the framework that we are fore- 
casting now, that assumption about the federal policy. 
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Just a word or two about monetary policy. The bank 
has been worried, as you know, about inflation. The GST 
has contributed, in the conference board’s view, about one 
and a half percentage points to inflation this year. Add 
about another half a per cent from oil and you have two 
percentage points in additional inflation coming this year 
from just those two events alone. 

The fundamental issue is, do wages respond to that 
and, if you like, catch up or exceed? You are familiar with 
what has been going on in the public sector. I do not need 
to mention that. 

Our forecast for inflation this year is 5.8%. Next year it 
drops to 3.8%. The important point here is that we are still 
explicitly assuming that there will be very little wage re- 
sponse or catch-up, if you like, to offset this increased 
inflation. Now, there are exceptions, as you all know, to 
that. 

The reason the inflation rate is not higher in 1991 is the 
extremely weak economy that we have here on our hands 
now. The oil price increase that just occurred in the fall 
took about half a per cent off growth in 1991 for Canada. 
Weaker oil prices will help to support growth, but as I said, 
we are not expecting a substantive change opposite that 
$25. If it averaged, say, $20 or $21, you will get a little bit 
of help on inflation, a little bit of help on growth, but it is 
not going to rocket us up out of the doldrums. 

Interest rates: We are expecting a drop of about another 
half a per cent or so between now and next year at this 
time. Our current outlook has interest rates dropping pretty 
sharply and we are narrowing the spreads between Cana- 
dian and US interest rates very explicitly. 

Quite frankly, without that kind of cut in interest rates, 
we would not see the Canadian economy come out of the 
recession in the second quarter. So we have made a very 
explicit assumption about reductions in rates and reduc- 
tions in spreads. So the Canadian dollar moves down grad- 
ually over the period and trades around 84 cents by year 
end. That is compared to about 86 and change now. 

Let me talk just briefly about confidence in the econ- 
omy. We do two surveys at the conference board, one on 
consumer confidence and one on business confidence. I 
am going to give you the fourth-quarter results, which 
were done in November and December and are just being 
sent out to our members now. 

First of all, in terms of consumer confidence, we had a 
sharp drop in the first part of this year, but the measure of 
confidence has remained stable for the past three quarters 
and the index sits at about 75, which is roughly where 
Ontario is. If you were to go back to the recession of 1982, 
that confidence measure dropped into the low 50s, so I 
suppose there are two ways of interpreting it. One is it 
could go a lot lower, and has historically. We are not see- 
ing that. Second, it is encouraging that it did not fall in the 
fourth quarter last year after this recession scenario be- 
came at least generally accepted within political circles. 

Consumers are very nervous. They are very nervous 
here in Ontario and that is true pretty well across the coun- 
try, with no exceptions. 

Business confidence, on the other hand, is mirroring 
what is happening with consumers. Businesses are ex- 
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tremely nervous. We had in the past several quarters reco; 
low responses to businessmen being asked whether th 
thought near-term business conditions would improve. 
have never seen responses in the affirmative as low as 2! 
or 4%. Businesses in Canada are very nervous. 

The other side, or the good news, is that confideni 
measure did not drop in the fourth quarter either in ar 
substantive way. So what it looks to us like is that peop 
at least are perceiving that the bottom has been reache 
They are not getting a lot more pessimistic than they we 
in the fall. ; 

All of that means that business investment is going 
turn in a very weak performance. We know from our hi 
tory on this that when confidence drops as it has amor 
businesses, business investment drops, so we do not expe 
any growth and in fact we expect a decline of about 7% 
overall business investment in Canada this year. | 

Let me just conclude with a couple of comments on tl 
length of this recession and then turn to my colleagu 
Paul, on Ontario. 

When we said that the recession we are in now is 
made-in-Canada recession, we made that point because. 
the interest rate policy that has been pursued for the bett 
part of a year and a half in Canada. We have spreads th 
tip almost, well, actually for a few weeks, over six percer 
age points in the spring. If I had come before you and sa 
that we would have interest rate spreads over five percer 
age points from mid-February to mid-November in th 
country, you would have said I was crazy, it will not ha 
pen. Yet it happened from February through Novemb 
The result of that was a killing off of the auto indust 
housing starts sharply dropping, and of course the Can 
dian dollar rising to what we think are unsustainable le 
els. 

Now, when I go back to the main point about intere 
rate spreads being narrowed, it is because that is how yc 
get stimulus within the economy; you stimulate expot 
and you retard imports when you narrow the spread b 
cause the currency will come down, in our view. 

Why will this recession be four quarters and n 
longer? We get asked that all the time by people inf 
media and by business audiences and the general publ 
when we are speaking at public events. There are three 
four things that are important, and I think they continue 
be reasonably valid as explanations. The first is that the 
was a severe inventory overhang in 1981-82. Inventori 
were very high at that time. That is not the case no 
Businesses have learned to manage inventories much mo 
carefully, and so we do not see that having to be work 
off for any great length of time. The second thing in 198 
most Organization for Economic Co-operation and Deve 
opment countries went into recession about the same tim 
and they stayed down for a fairly lengthy period. 

We expect Japan and Germany to turn in reasonab 
decent growth this year and next year. Of course, the l 
will have a fairly modest year, along with ourselves. ‘ 
most OECD countries went into recession last time; that 
not the case now. 

_ There are another couple of issues here that have to 
with the downsizing that occurred in 1982. I think you a 








familiar with the fact that many companies did not 
n attain the levels of employment that they had prior to 
1. That simply means they are a lot more efficient. So 
e was less delay, if you like, in cutting back and bal- 
ng the books during this downturn compared to the 
ier one. The other point does not affect Ontario so 
th, but we had back in 1982 the national energy pro- 
n, which chased a lot of investment out of the west. 

In conclusion then, what we are talking about here is a 
'-quarter recession, milder, less deep than in 1982, 
ch was six quarters and where some quarters actually 
‘declines in growth of over 1%. We are talking now 
ut a decline in 1991 of about 0.3% or, say, half a point 
rowth, compared to 3.2% in 1982. There is a quantita- 
and qualitative difference of substantive proportions 
s. The recovery will occur, we think, starting in the 




































yvery. 

Paul, can you deal with Ontario, please? 

r Darby: Thank you, Jim. I guess, as we are all 
ire at this point, the Ontario economy is clearly deep in 
sssion. The manufacturing sector has been especially 
1 hit. The housing sector as well has been suffering 
atly. I guess if you look at the leading indicators that are 
rently available to economists, there are actually very 
current signs of hope on the horizon. However, we 
| continue to believe that in fact there will be a fairly 


ater of this year. We should see some positive numbers, 
ik but positive, in the second quarter and some pretty 
id growth at about 4% at annual rates, which should 
tin the summer and head on right through 1992. 

This recovery, in addition to some of the factors that 
| has discussed nationally, will be I think particularly 
igered in Ontario by the sharp declines in interest rates 
ich are already well under way. It should help to stimu- 
' the housing markets, investment, lower savings rates, 
nulate consumption, restore confidence. As well, the 
dvering United States economy should definitely help 
tario’s exports, particularly again with respect to manu- 
turing, but also with respect to some of the mine prod- 
s and more primary products like forestry that are 
duced in Ontario. Hence, I guess we still feel that there 
indeed some good reason for hope as we look out into 
| future. 

|Given the restrictions on time, I am going to just very 
bfly touch on some of the key elements of this forecast, 
| T hope that will leave us some time for questions after. 

|To begin with the demographics in Ontario, there are 
Ine interesting numbers here. They have in fact turned 
|te sharply against the Ontario economy. If you look 
k when the economy was, if you like, in boom times, 
86, you had a net inflow from other provinces into this 
\vince of 44,000 people, in addition to some fairly solid 
| international numbers as well. We are now looking at a 
jecast for 1991 of actually a net outflow of 10,000 peo- 
|. We heard the expression earlier in terms of voting with 
ir feet. People who live in Ontario now are voting with 
ir feet to the extent they are deciding things look some- 
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how better in British Columbia or Alberta. The situation 
has, in other words, got bad enough in Ontario that people 
are deciding to leave. 
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However, that is a phenomenon that you see in fact 
through most recessions as they hit Ontario. In every pre- 
vious cycle that has always reversed itself, and as the situ- 
ation improves, in fact, you begin to get a return to net 
inflow into the province. This helps to give some momen- 
tum and, if you like, accelerate the recovery process. As 
we look towards 1992 we see a net inflow of about 4,000 
people into the province, just on a net interprovincial basis. 

As well, as I think we are all aware, 1990 was just 
about a record year in terms of immigration from abroad. 
We had 192,000 people, thereabouts, come to Canada from 
other countries, and we are seeing that in fact maintaining 
itself throughout all the medium term. Ontario will get its 
good share of those international migrants, and this in it- 
self should also add some solid support to growth in the 
Ontario economy, particularly as you look out through the 
medium term, but as well starting in 1992. 

The export sector in Ontario has been suffering, partic- 
ularly with the weakness of growth that we have seen in 
the US economy. The US economy has been performing 
very sluggishly through most of 1990, and we are now 
forecasting it to go into a recession starting in the last 
quarter of 1990 and on into the first quarter of this year. 
That, of course, has some pretty solid impacts on the On- 
tario manufacturing sector and will hurt Ontario’s exports; 
has already done so in fact. 

What I find interesting, however, is that if you look at 
the numbers with respect to the auto sector, and especially 
with new vehicles, they are not nearly as bad as one might 
expect from just previous cyclical episodes. The reason 
why this is the case, in fact, is that we are looking at a 
transplant phenomenon which has taken place in Ontario. 
You are all aware, of course, of the new Camry plant at 
Ingersoll, the Toyota plant was getting up to speed at Cam- 
bridge, and they themselves have had an enormous amount 
of new vehicles in terms of assembly in Ontario. The In- 
gersoll plant in 1989 produced 660 units; in 1990 it pro- 
duced 46,606. The Toyota plant, which was still just 
coming up to speed last year, went from about 21,000 units 
in 1989 to 61,000 units in 1990. That is a tripling at a time 
when the US economy was sluggish and going into reces- 
sion and all the rest of it, so that obviously adds great 
support to at least the assembly of automobiles in Ontario. 
Honda had a great year as well, 21% growth. Obviously, 
the more traditional Big Three did not do nearly as well, 
and if you include truck assembly, they had a decline of 
about 5.4% last year. 

Clearly, the strategy to bring on some of the, if you 
like, transplants—I think that is the term—has worked in a 
sense of helping to insulate the Ontario economy from the 
downturn that we have seen in the demand for autos in the 
United States overall. I think there are some issues there, 
however, with respect to parts manufacture. The trans- 
plants in general tend not to have so many of their parts 
manufactured locally, and it is generally accepted there is 
more value added, more skill, if you like, in manufacturing 
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parts than in simply assembly. I think this is an issue you 
might want to keep in the back of your minds as you think 
about moving into the future with continued transplant ac- 
tivity in Ontario. 

Even if the auto sector has not been hurt that badly by 
the weak growth that we have seen in the United States, 
certainly other sectors of exports have been hurt and will 
continue to be hurt, I think, through the first half of this 
coming year. Paper and allied industries will have declines 
both last year and next; chemicals will be well down this 
year; machine and equipment exports are well down. 
Overall, the other sectors of exports in Ontario have been 
weak enough, I think, to drag down the overall economic 
performance in the province. But with the recovery in the 
United States and with some of the slight depreciation in 
the Canadian dollar that we are looking at, we do see in 
fact a good year for Ontario’s exports, starting in the sum- 
mer late this year and a very substantial amount of growth 
next year, so I think the future is in some sense not bleak 
from that perspective. In many ways I guess it is our opin- 
ion the worst is beginning to be behind us. 

Just a few words about the manufacturing sector 
through this cycle. It has been hit very severely in Ontario, 
I would say probably more severely than we might have 
expected, looking at the overall depth of the cycle. If I can 
just give you some numbers with respect to employment, 
for example, from the second quarter of 1989, which was 
the last peak in employment in manufacturing in Ontario, 
through the fourth quarter of 1990, which is the last quar- 
ter for which we have data, Ontario lost 112,000 jobs, just 
looking at the quarterly numbers in manufacturing. That is 
about an 11% decline in employment in the manufacturing 
sector in Ontario. If we look back at the previous reces- 
sion, 1981-82, wi ‘ch was, as we all know, a very traumatic 
experience, we are now looking at that recession being 
about three times as severe as our current downturn. To 
date, that is the pattern that has emerged. The decline in 
employment in manufacturing in Ontario was 13.5%, so 
the declines that we have gone through in employment and 
manufacturing in Ontario so far in this cycle are of the 
same order of magnitude as that last experience we had. 
Hence, I think it underlines the point that manufacturing in 
Ontario has certainly taken it very hard. 

Other sectors: The service sector definitely has not and 
has maintained some weak, fairly anaemic growth for 
much of 1990. It is possible that there may be to some 
extent a formal structural change going on in the manufac- 
turing sector in Ontario. I am not sure many would argue, 
but I think there are issues with respect to how many of 
those jobs might come back once the recovery is under 
way, how many will be permanently lost because of substi- 
tution of capital for labour and what that means for job 
retraining and issues in the employment market in Ontario 
as we move through 1992. 

The housing sector in 1990 was in fact a terrible year 
for Ontario. Very high interest rates drove the housing sec- 
tor down, but I think it is also understood that in Ontario 
there had been some excess supply of houses already on 
the market. There had been some speculation house prices 
had been driven up very high. Affordability was an issue. 
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When the downturn began in that market, I think it w 
clear it was going to come down very hard. That is inde’ 
what has happened. | 

In fact, we are looking at further declines through t 
early part of this year, but we are seeing quite a stro 
recovery ourselves in housing in Ontario beginning 
about the third quarter, through the summer. This is p 
because we believe that the low interest rates will clea 
trigger a rebirth in activity. We also feel there is sor 
fairly strong underlying fundamental demand, partly b 
cause of this continued flow in international migrants wi 
we see coming to Ontario who will need to be house 
This will certainly put some pressure on the market. 

Overall, we see business investment in Ontario as la 
ging the cycle. We do not see any strong activity in tl 
sector until 1992. We have noticed some severe weakne 
in machinery and equipment investment, which causes 
some worry, if you like, because of the feeling that, giv 
the free trade agreement and other issues, at least in Ca 
ada there would be a drive towards modernization, alwa 
with the worry of global competitiveness—these are t 
watchwords—in the back of the minds of businessme 
The collapse that we have seen in machine equipment i 
vestments so far this year from that perspective is wor 
some, but we feel that in 1991 there will be some stimul 
from the introduction of the GST, which does in fact € 
courage machine equipment investment particularly. | 
are looking for some good recovery in Ontario next ye 
in 1992. We do not believe the underlying imperatives 
remain globally competitive are going to disappear. 

What this translates to, just briefly, in terms of emple 
ment growth is a decline of employment in Ontario in bc 
1990 and 1991. We are looking at a solid 1% decline 
employment in Ontario this year. We do not feel that e 
ployment growth will begin to pick up until, in fact, ea 
1992 in any substantial way. Employment always tends 
lag the cycle. Entrepreneurs tend to want to be sure tl 
this recovery is for real before they take on full-time sta 
Hence we do not see full pickup and recovery until n 
year, but then we are looking at fairly decent, say, rougt 
2.5% growth. As a result the unemployment rate stays 
fairly high levels throughout 1991 and 1992, at close 
8% in Ontario, and does not really start beginning to cot 
down until 1993. 

The overall bottom line, if you like, is that we ¢ 
looking at real gross domestic product at factor cost 
decline in 1990 by about 0.5% and this year by anotl 
0.1% before increasing by a solid 4% in 1992. 
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Mr Christopherson: Thank you, gentlemen, for y¢ 
presentation. It was very informative and very interestin; 

Most economists and most people in general accep! 
the fact that the $2.5-billion deficit for fiscal 1990-91 ¥ 
an acceptable level, if you will, not necessarily preferal 
but acceptable, given the situation. There has already be 
a clear admission by the Treasurer that the deficit is gol 
to be significantly higher than that. No dollar figure | 
been given publicly. 


‘ 





I would like to ask your opinion on what different 
llar figures might mean to the economy as you would 
> it. For instance, $5 billion or $10 billion or a $15 
lion: At what point do you feel certain reactions to see- 
zy a number like that, if that were the case? Second, in 
ms of the assumptions that have been made, most of 
m have been made on the American economy: that it is 
it going to get much worse than it is, that their recession 
predictable. Oil prices at this point still do not seem to 
expected to be going dramatically one way or another. 
ere is going to be a decrease in the interest rates and 
me lowering of the Canadian dollar. 

_I would like to ask you, of those key signs, which of 
em do you think is the most fragile and could do the 
st damage if it did not go as expected? 


Mr Frank: I am sorry. I heard the oil question. What 

the other of the signs that you mentioned? 

Mr Christopherson: The interest rates and the Cana- 

dollar value. The reason I asked that, to put it in 

ntext, is that I was meeting with a group of Canadian 
anufacturers’ Association members in my own commu- 
y. I asked them, if interest rates dropped but the econ- 
ny was still perceived to be fairly weak, how would you 
d that? Would you still go ahead and make moves? 
irprisingly, the answer was that this would still give them 
fairly good comfort level, that they would still probably 
» ahead and make a few moves that they are not making 
ght now. So I am curious to see which of the other signs, 
you will, might change most dramatically and would 
a your opinion. 

Mr Frank: All right. Let me come to the last ques- 
on. I will come back to the deficit. 
On the oil issue there are a couple of basic things 
hich you have to keep in mind, regardless of what you 
ad in the papers. The world is awash with oil. There is no 
lortage of oil in the world. That is a fact. The tide of 
dinion, if you like, seems to move so quickly with the 
ot market. If you have the price drop by a few dollars, all 
* sudden that is the forecast for the next few years. The 
umbers that we tend to think make sense, in terms of a 
‘ice that could be maintained over a decent period of 
me, are somewhere between US$18 and US$22 in 
day’s terms. That is sort of sustainable. When you start 
move up to US$30 or to US$40, we would say that this 
| not going to be sustainable. 
| What happens to really throw a wrench into the works? 
ou would have to have, probably, a major disaster in the 
aq war right now that would take out a significant 
nount of Saudi supply. That of course would immedi- 
jely hit the markets and you would see the spot price 
imp up. We could then be pushing into the US$30s to 
|S$40s. We did an alternative scenario in the forecast on 
lat because we had so many people asking that question, 
\What happens if?” 
First of all, we said that with a short war—which is 
hything, say, under three months—there is absolutely 
\ppo economic effect that you can measure. Now I do not 
ant to come across as suggesting that there is no impact 
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of this war, that is not the message, but this is in terms of 
GDP, employment, deficits and all of that. 

If you ask about the other scenario and, say, let’s sup- 
pose this war goes for six to nine months—this is now 
talking about fighting—we would assume under that sce- 
nario that you have destruction of capacity in Saudi Ara- 
bia. Either there are Scuds or sabotage or direct attacks 
that take out refineries. That makes it difficult to get tank- 
ers out of the ports and so on. Then you see oil prices 
rising. In that scenario we put oil prices up to US$40 and 
bring them back down to US$30 within this year or within 
a year after that period. All that does is extend our reces- 
sion about one quarter. So that is the range that we would 
say you have to look for. 

In terms of interest rates, our sense on that is that the 
Canadian government has exercised quite deliberately the 
power of managing the money supply to drive rates as 
high as it has and to keep the spread as wide as it has. That 
suggests to us the corollary that there is policy room to 
reduce the rates. The price that will be paid for that, 
though—this is why economists are always teased about 
having two hands because everything does have a cost and 
a benefit, two sides to every issue—is that the currency 
will come down. 

Our best bet for you would be that a currency some- 
where around 80 cents is probably sustainable with a nor- 
mal spread, which would be something like two and a half 
percentage points, say, between US and Canadian Treasury 
bill rates on the short end. Now the markets tend to over- 
shoot, going both ways. You get a lot of volatility. If we 
were to see the currency spread being narrowed sharply, 
then I think you would see instability in the markets. They 
had a run with that a year ago in January and I do not think 
we will see that type of thing happening now. We are 
going to track down and narrow the spreads fairly grad- 
ually. 


Now coming to the deficit issue, it is a very hard one to 
answer because we do not formally forecast deficits for the 
provinces. We forecast the expenditure side and the output 
side. We do not get into the fiscal situation in the prov- 
inces. Given the kind of outlook that Paul mentioned to 
you and the decline in growth that we expect to occur on 
an annual basis this year, you are probably looking at 
something that could be upwards of $3.5 to $4 billion. 
That would be something that would not surprise me if it 
were to occur. 


Mr Christopherson: I am sorry. We are now talking 
about the 1991-92 fiscal year. 


Mr Frank: Yes. Now there are a couple of things that 
of course drive this that I cannot comment on because you 
people have to make those decisions as government. There 
are issues of pay-setting in the public sector that are criti- 
cal drivers. I am on a hospital board in Ottawa and we had 
to deal with a CUPE settlement that was much higher than 
we budgeted for. I believe we have just been notified by 
the ministry that we would be compensated for that. Now 
that, just in our one little hospital, is $1.5 million a year, to 
give you some idea of the scope. We have province-wide 
the Ontario Nurses’ Association coming up at the end of 
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March. You know what happened in Manitoba. What do 
you want to factor in on that one and then how far does 
that get spread? 

Those are cost considerations that come into it, so 
when you ask yourself what the deficit looks like, you 
have to ask, “What is the likeliest scenario on that opposite 
tax increases and so on that you might put through?” But 
ending it up with all the dust settling, it could be upwards 
of, say, $4 billion. 


Mr Christopherson: I appreciate that. Specifically, I 
understand that the government is responsible for setting 
what the deficit will be based on its political decisions and 
you have said that very clearly and succinctly. I was look- 
ing more at what is the impact to analysts if you hit certain 
figures. For instance, what would $3 billion or $4 billion 
deficits say to an objective analyst? What would $7 bil- 
lion? What would $10 billion? I am trying to get a sense of 
how you, as an independent analyst, would feel about 
those numbers, not knowing of course at this point where 
the number will actually be. 
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Mr Darby: I guess there are a number of issues here. 
One would be if the government were to pursue a coun- 
tercyclical policy and was trying to stimulate the economy 
while we were in a recession period, which is clearly an 
option. Generally, then, you get yourself involved in multi- 
plier theory. For every $1 government is spending, that we 
would put into the economy, how much could we expect to 
get back out in terms of real economic activity? 

For a province like Ontario, that multiplier is probably 
on the order of somewhere between 1.2 and 1.5. So if you 
were to put in another $1 of real spending, then you might 
get $1.20 to $1.50 back out in terms of real GDP. That is 
the very simple answer. 

There are issues with respect to lags. If you start ene 
ing the money now, you may find that by the time it has an 
impact you are—already we are covering into the last half 
of 1991 and all you are doing is sort of fueling the recov- 
ery, aS opposed to actually doing something about the re- 
cession. There is an issue there. Of course, there you have 
to have some faith in the timing of the recession. I cer- 
tainly would not want you coming back to me and saying: 
“Hey, we’ve been in this for two years now. You told me 
we were going to get out in the summer.” That is an issue. 
Timing has always been an issue. 

Other issues have to do with the fact that there are 
supply-side constraints. At a certain point you start throw- 
ing money at the economy and all you are going to do is 
drive up prices. We know that we have gone down into a 
recession. We know that we have some excess capacity 
that now exists. We know there would be room for some 
increase in activity which would not put too much pressure 
on inflation, but at a certain point, putting more money in 
in general should only serve to increase inflation, and in no 
way to get more supply, more production out of the econ- 
omy. There is certainly a constraint there. That is the short 
answer. 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS | 


The Vice-Chair: We have Mr Phillips, Mr Jamiso 
Mr Sterling, Mrs Sullivan and Ms Ward to go yet, so di 
cide on the question and the answer. | 

Mr Phillips: I really appreciate this. I think the . 
banks that we have heard from, two here and one we hay 
read about, agree with you, that mid this calendar year 
will come out of the thing and I think we all feel better fi 
that. I guess I have two or three questions. 

There is no mention of the Quebec situation here. 
realize you may be unable to comment on it and that 
fine, but to me at least that is going to impact on th 
economy over the next two to three years, and whether yo 
want to comment on that or not, that is fine. 

The second thing is your projection for the Canadia 
dollar. You have the exchange rate here, but I am not sma 
enough to translate it back to the Canadian dollar. Yo 
predicted the exchange rate. What does that mean to th 
Canadian dollar? 

The third thing is that you have indicated, I think, 
significant reduction in manufacturing jobs over the la 
year or so. I would like your comment in terms of ho 
important that is to our future. I had always had kind of 
perception that this was a bit of an engine driving us, an 
whether the growth towards service jobs is absolutely it 
evitable and just let it happen or whether that needs to t 
something we need to be concerned about. 


Mr Frank: On the Quebec issue we have made n 
explicit assumption about the constitutional issue, in th 
outline. The reason is, quite frankly, that it is an imponde 
able. That is the honest truth of it and anybody who tel 
you that he knows what is going to happen there is drean 
ing in Technicolor, I think, in simple terms. 


Mr Phillips: You have factored in the imponderable? 


Mr Frank: No, we have not. As I say, we have mac 
no attempt to try to deal with that. What I would say to yo 
is that in economic terms, no matter how it is actuall 
accomplished, if in fact Quebec leaves Canada that is n 
going to be good news on an economic front. That is all 
could tell you, that it is going to be a negative. It will n 
be a positive. How large a negative is an imponderabl 
But that is as far as I can go, honestly, in sort of giving ye 
a sense of that. 

On the exchange rate, if you just want to jot that dow 
what is presented in those tables is Canadian dollars p 
US dollar and basically all you do is invert it. So for 199 
the number would be 85.6 cents, for 1991 it is 84.7 cen 
and for 1992 it is 83.8 cents. The fourth quarter of 1991 
84 cents and the fourth quarter in 1992 is 83.7 cents. 

That might strike you as a small devaluation, and it i 
The reason it is a small devaluation is that this concert 
about inflation is still very much present in Ottawa circle 
and I do not think that is going to change. Remember th 
for a 1% decline in the Canadian dollar opposite the U 
dollar, we get about a 0.3% increase in the consumer pric 
index within, say, roughly a year. So the dollar come 
down 1% and on an &6-cent dollar, 1% of that, you c@ 
figure it out, you are going to get 0.3% on the CPI. Wh 
they have gained by pumping the dollar up, they will lo: 
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t devalues, so the currency will not fall much more 
dly than what we are saying here. 


Mr Darby: With respect to the manufacturing issue, 
in, certainly there have been very substantial declines 
mployment. In fact, even if you go back to the previous 
1-82 recession in Ontario, where I talked about the 
lines we saw at that time, the recovery in employment 
)ntario was fairly anaemic. There was only one quarter 
r the end of the 1982 recession in which employment 
ntario in manufacturing actually got back to the previ- 
peak in 1981. Since about 1987 employment in manu- 
uring in Ontario has pretty much gone nowhere. 


Mr Phillips: In absolute jobs? 
Mr Darby: In absolute jobs. 
Mr Phillips: Percentage has declined. 


Mr Darby: Percentage has declined. It has just pretty 
ch been static. Now that is not to say that output in 
qufacturing has been static and clearly there has been, I 
ald say, a fairly rapid structural shift here towards capi- 
and away from labour within the context of the manu- 
turing sector in Canada. That is possibly, I think 
bably, talking place worldwide. We have seen an enor- 
lus amount of machine and equipment investment that 
it on in Ontario through 1985, 1986, 1987 and 1988, a 
of which will, of course, replace labour. 

As to whether that is a good thing or a bad thing, I do 
really think I can comment. I think in some sense it is 
ng to depend on a lot of cost issues. I think that is 
nething where perhaps employers in Ontario have not a 
of choice. If they want to remain globally competitive, 
haps that is the imperative, but again there would need 
ye a lot of case-by-case empirical work done on relative 
ts within industries to see how important that trend 





























‘But I do think there is still an issue here in terms of 
at you do with the people who are being displaced from 
‘manufacturing sector in terms of employment and turm- 
to other jobs in other sectors of the Ontario economy. I 
ak we can imagine that this process will continue to go 
for at least some time after the recovery takes place in 
2, that the return in jobs in manufacturing probably 
‘1 not equal the losses that we have seen, at least not for 
ong time. Hence I think there is an issue there perhaps 
h respect to job retraining or labour force management 
t could be important. 


Mr Sterling: Could I just ask a supplementary in that 
a before Mr Jamison goes, because it was dealing with 
nufacturing? 

One of the tables that the Royal Bank has supplied us 
h in terms of graphs showed that in 1985, the end of 
35, the average hourly earnings in manufacturing were 
jund $12 in Canada; in the United States it was around 
3.50. Now in Canada we are up to $14.50 and the 
ited States has dropped in real terms to about $12.50, so 
ire is about a $2 spread whereby our manufacturing 
irkers are getting paid more than American. 

| They said also that 42% of that $2 is attributable to the 
\h dollar that we have, in terms of the high value of our 
lar. Given that, is there any hope that we can regain 


back in the manufacturing sector, as Mr Phillips has asked 
you? Is that a significant problem? 
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Mr Frank: The swings that you get with devaluation 
on currencies when you translate from one currency to 
another will make quite a difference. If you are talking 
about going from, say, 86 cents to 80 cents, that six cents 
is 8%, so that makes quite a difference. 

There is another thing that I should say complicates 
these numbers and that is that in the United States there 
has been a bigger move, quite a substantially bigger move, 
to at-risk compensation. So within the manufacturing sec- 
tor, the pay of people over the last 8 to 10 years has be- 
come more at risk than has been the case in Canada. For 
example, you will have more profit-sharing, more incen- 
tive pay, in their pay structure. So the base of pay is not 
moving up as rapidly, but you cannot conclude from that 
that their total compensation has not changed, which is the 
important point. That is a very substantive research issue. 
Our compensation research centre has done a little bit of 
work on that, and I am not really plugged into it well 
enough, but those differences there would be a lot nar- 
rower if you were to account for that one shift in cost. 

There is also this whole issue of benefit costs in the 
total compensation package where we have quite a signifi- 
cant advantage in this country. So again, you have to really 
look at the total cost of labour to get at this issue well. 


Mr Jamison: We have had a number of reports from 
various people, the manufacturers’ association, the banks, 
and there is a significant thing that is going on, and I do 
not think you have really latched on to it, concerning this 
recession, and that is that approximately 50% of the lay- 
offs that we are experiencing in this province in manufac- 
turing at this point in time are in fact permanent layoffs. 
They are not layoffs related directly to the down cycle. 
When we talk about a rebound in the second quarter, my 
question is, where will that rebound take place if in fact 
50% of the jobs that we are experiencing layoffs in are 
permanent? In my mind there is a tremendous amount of 
restructuring going on in the midsized manufacturing area 
at this point in time. Basically, I tend to disagree with your 
feeling about a second-quarter recovery. 

I guess the other part of that equation that you have not 
touched at all on is the trade picture as related to manufac- 
turing, the ability to rebound, free trade, trilateral, Mexico, 
that kind of thing staring us in the face and what economic 
impact those situations can have further on our small and 
midsized manufacturing base. If in fact you are correct— 
and I tend to disagree with you; I think the recession is 
going to run longer and deeper than you are indicating—at 
that point in time when we are really coming out of it, 
what effect could the trade picture have at that point? 


Mr Frank: Let me take a stab at a couple of these 
things and then, Paul, you can help me out here. To be 
candid with you, we are getting a lot of feedback from 
people who say we are too optimistic about our outlook, 
and I am quite prepared to accept that. Your forecast would 
be that it might be in the third quarter that we will see 
growth, and I would say to you that is fine. 
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Now, if you ask what the impact of the FTA is on this 
and how much of that job loss that we have seen since the 
beginning of this recession is permanent or not permanent, 
I know you can look at some of those closures and attri- 
bute them to the FTA. I do not think anybody would deny 
that. Whether it has been a major factor is of course an 
empirical question and it is almost impossible to analyse or 
try to get a good grip on. I have read Maude Barlow’s 
book. I look at all that stuff at the back that is there and by 
implication all those plant closings and so on are due to 
FTA. It is demonstrably not true. 

The other side of the coin is that reasonable people 
would say there has been an effect from free trade. I have 
to go back a bit in time here, because when the conference 
board did its analysis of the free trade agreement, we came 
up with the smallest economic effect of the three or four 
major research institutions that looked at this, including 
the federal government. We said it is not going to have a 
major effect on employment over a decade; I think we had 
a couple of hundred thousand more people working. It was 
very small. The reason was that so much of what we pro- 
duce is already traded on international markets at interna- 
tional prices without any tariffs. What we did say was that 
there would be a major adjustment challenge, as we put it, 
in footwear, clothing and food processing, no question 
about that; also in autos and parts, as I recall now too. 

Again, when you try to quantify that and say how 
much, big, small, that is where you get into this judgement 
call. It is very difficult to do. Our view of it at the time, 
and I still feel this way, is that a lot of the debate now has 
confused this cyclical short-term crunch on inflation with 
high interest rates, which drive up the currency too high. 
They have confused the effects of that with what is hap- 
pening in the structural side under free trade. So when you 
compound the free trade agreement and the adjustment 
going there with a currency moving up gradually to 86 and 
87 cents, it is not surprising that manufacturing jobs are 
lost. Paul did say that we only had one quarter since, what 
was it, 1982, when manufacturing employment got back to 
the peak; it was in probably the second or first quarter of 
1981. So it was a long process to get back and I would say 
to you that you have to anticipate that again. It is not going 
to snap back quickly. 

Mr Jamison: My question really was if that had not 
been weighed into your effect, that I was able to pick up 
on. Again, I am sceptical of the rebound— 

Mr Frank: That is fine. 

Mr Jamison: —when you say it is going to happen. If 
we have high immigration and we have a high unemploy- 
ment rate, again, I do not know if that equates to a re- 
bound, in the same manner that you have spelled it out. 


Ms M. Ward: I just have two quick questions. One, 
you talked about the price of oil and the effect that differ- 
ent prices might have. What other economic implications 
of the war do you see if, say, it extends for some time? 

My other question is more a quick informational one. 
You were talking about the net population outflow of 
10,000 in 1991. I may have just missed your complete 


statement, but is that net of immigration or just from oth’ 
provinces? 
Mr Darby: Just provincial, just net interprovincial. _ 


Mr Frank: It is people moving to Ontario from a 
other province, minus people moving from Ontario to a 
other province. 


Ms M. Ward: Not including immigration from ov 
side Canada. 


Mr Darby: That is right. 
Mr Frank: Your population continues to grow. 


Mr Darby: In terms of the impact of a longer war. 
think it only becomes significant in terms of governme 
financing when and if they run out of their current stock | 
munitions. It is at that point that they have to face son 
serious questions about resupply. They are not in a situ 
tion where they have a lot of excess capacity. They ha 
some excess capacity, but not a lot of excess capacity 
the munitions industry. I am talking particularly about t 
United States now. Hence it is not clear that they are goil 
to get much of a price break. In other words, I do not thi 
it is going to be cheap. As well, they are not in a situatic 
where they have a large surplus in their fiscal situatic 
The US is running a substantial deficit, as we all know. | 
financing at that point will become difficult in the Unit 
States. | 

I think we are looking at something, we are talki 
about a war which would be lasting on the order of a ye 
or more before I think that becomes an important issue, b 
at that time I think, yes, there could be some severe strai 
on financial markets in North America, there could be re 
issues about financing the war. Where is the money goii 
to come from? I think we could see some substantial i 
creases in interest rates; there may have to be tax 1 
creases; they may have to consider some sorts of pri 
controls at that time. This is not a cheap war. That is a re 
risk, that they will have some major financing difficulti 
in the United States if the war goes on long enough tl 
they run out of their current supply of munitions. 

If the war does not go on that long, they can spre 
Out, resupply over a number of years. There are no ott 
real international threats, at least currently, on the horizc 
particularly with the cold war winding down, so they cot 
take a fair number of years to rebuild their supply of mu 
tions and the strain on their fiscal situation would not 
nearly so severe. But if the war does go on long enous 
then I think we are looking at some substantial finance 
problems with respect to financing it. 

In Canada, clearly the burden is not as severe becat 
we are not financing as much of the war. I think the 
issues will still exist to some extent in Canada, but 1 
nearly to the same extent. I think it might be fair to say tl 
if the war went on for a long enough period of time, the 
are some sectors of the Canadian economy which mis 
benefit. Those would include those supplying munitions 
the US government as well as perhaps some of the primé 
sectors mining and nickel. I think there are, though, ma 
issues with respect to the overall financial situation in | 
world economy if the war goes on for a long period 
time because as I say, there is not a lot of excess capac 
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d it will put upward pressure on prices. If we remem- 
r back to the Vietnam war experience, that upward 
essure on prices was, if you like, accommodated and 
> ended up with the 1981-82 recession at least partly 
cause of that. 

If they feel they do not want to accommodate that 
ad of pressure on supply which would result from a 
ng war, then we are talking about generally higher 
yridwide interest rates. If the war goes on for a long 
riod of time, I think it is a fairly good guess that 
terest rates worldwide would rise. That would clearly 
ve some dampening effect on the world economy, in- 
iding Canada’s. 





The Acting Chair (Mr Sutherland): Thank you very 
much for your presentation. It is very important to this 
committee to get that type of general forecasting informa- 
tion. We are very happy that you were able to come and 
share so much time. Our apologies for the delay in your 
presentation. 

Our next presenter is here already. This committee was 
supposed to reconvene at 1:30. I am wondering if, with his 
permission, we could make that 1:45 to give some time. I 
would just ask that everyone try to be here promptly at a 
quarter to two. We will reconvene then. 


The committee recessed at 1313. 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


AFTERNOON SITTING 


The committee resumed at 1350 in committee room 2. 


INFOMETRICA LTD 


The Chair: I think we should begin the afternoon ses- 
sion. I would like to thank Mr McCracken for coming. He 
has graciously volunteered to make a presentation this af- 
ternoon. If you would like to begin. 


Mr McCracken: I was most interested in your ques- 
tions. What I would like to do is very quickly go through a 
handout there just so you know what is there and get a 
sense at least of where I am coming from. Then we can 
throw it open for questions. I know you are already run- 
ning a bit late and you have a large stack of people seeking 
funds stacked up behind me. I am not seeking any funds, 
so we should give them full time. 

What I would like to do is give you some sense of how 
we see the Canadian and Ontario economies evolving in 
the coming years. In particular, I will speak mainly to the 
environment that you are going to have to be dealing with 
in the context of your budget deliberations. Most of the 
emphasis will be on the national economy, but I am pre- 
pared to speak to some of the numbers on the provincial 
side as well. 

Before we start, I think it would be good if we could 
share a common view about what is good economic per- 
formance—what is the target, if you will, in terms of the 
rate at which the economy should be expanding. 

For the national economy, we have a concept called 
potential growth or potential of the economy, basically a 
number in terms of a growth rate that is consistent with the 
unemployment rate neither rising nor falling. If the econ- 
omy is expanding at roughly 3% per year at the present 
time, we would expect to see, with very minor perturba- 
tions, an economy with a stable unemployment rate. The 
potential of the economy is much more arguable. It is, how 
far can you go in a sense of full employment and a stable 
unemployment rate? My view is that that is a number for 
the national economy more in the neighbourhood of 5% 
rather than the level of 8% that seems to be implicit in the 
actions of the federal government. Either one of those is, at 
this point in time, looking for a return to an economic 
growth rate of, let’s say, 3%, which would be sufficient to 
keep the unemployment rate from rising further. 

Why do we worry about that? If you start talking about 
economic outlooks in which the outlook is for 1% growth 
or zero, or negative, or even 2%, what you still face is an 
environment in which that unemployment rate will con- 
tinue to rise. This notion of potential is essentially deter- 
mined by two things: one, the growth of the labour 
force—in other words, how many new entrants, net, will 
be coming in—and two, the productivity growth of the 
economy that you are looking at. 

It appears for Ontario that the potential growth rate is 
roughly of that same order of magnitude, roughly 3%. If 
anything, it may be slightly higher. Productivity growth in 
this province may be slightly higher than the national, and 
with the substantial increases in net immigration expected 


| 
over the next few years, labour force growth in this pro 
ince may be somewhat more rapid than in other regior 
That is the target we are looking at, and this number is n 
fixed and immutable. 

Back in the 1960s and early 1970s, potential ora 
rate for the Canadian economy was about 5%. We had 
very much more rapid labour force growth at that partic 
lar point in time, and a more rapid productivity growth. | 
the last half of the 1970s, this number was more on t 
order of 4% and in the 1980s moved down through 3.5 
towards 3%, and when we got out into the period 2000 a 
2010, basically the numbers look like they will be ont 
order of about 2.5% or 2%. 

What of course interests you is, what is it now or ov 
the next two, three, four, five years? It is 3%. 

Before we get into the forecast, we should make cle 
as I am sure all the other forecasters who have come 
you, that there is no such thing as a forecast of the eco 
omy without a wheelbarrow full of assumptions that cor 
along with it. We make what are called conditional for 
casts. At the present time a very key one is the assumptis 
that people are making about the world oil price, and 
that particular instance, we are assuming in the forecé 
that you see here that the world oil price will avera 
roughly US$30 through 1991 and drop to $20 in 1992. — 

We have other cases. We have cases with lower pric 
and higher prices, but I have not yet been moved off tl 
forecast which we prepared back in late November natic 
ally, and on a provincial basis we are back still prepari 
the final parts of it. : 

All of us know the price today is down below $30, t 
low 20s, but what we are in a sense suggesting to you i 
period in which that price may bounce back before 
drops. In 1992 we have the price dropping to $20. I wot 
not, if I were you, get too excited about that. If the numt 
is different from that. I can tell you roughly what it dos 
so it is not as if we are not aware of the marginal effect 
that. But I have been reluctant to jump on the bandwag 
and assume $20 for 1991, or even $15 or $12 as sor 
pundits would have you believe. 

A second key assumption is that with the fiscal pac 
age that has been put in place in the US and the kind 
world oil price scenario that we had, the US economy is 
a recession from the fourth quarter of 1990, continui 
through the second quarter of 1991, with the result that 
US economy essentially does not grow at all in 1991; 
fact, it slightly declines. In that environment, there is sot 
easing of interest rates in the US, and that again, in 19% 
with the cessation of war and a substantially lower pri 
for oil, inflation eases and the real economy in the | 
expands on the order of three-plus per cent. 

In describing the outlook in a very general sense 
would like to build it up in the form of a set of recessic 
or a set of factors. 

Recession A started in April 1990 nationally, the | 
half of 1989 in Ontario manufacturing, and is in a set 
the result of the high real interest rate, high exchange r. 
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ind the fiscal cutbacks at the federal level particularly that 
yave been put in place. This particular recession was pro- 
seeding and was fairly mild, although occasioned by a rise 
n the unemployment rate and negative growth in the sec- 
ynd and third quarters. 

There was a recession B which started shortly after 2 
August as a result of a sharply higher oil price. If you take 
hat as being roughly a $10-oil-price shock, what that 
ranslated out to in the Canadian context was something 
very similar to a $6-billion tax increase which consumers 
ind others would pay, plus roughly a $300-billion tax in- 
stease worldwide occasioned by a $10 oil price being ap- 
died to the 50 million barrels a day of consumption. 

Sure enough, that weakened the US economy. Europe 
and Japan hurt our exports, hurt our trading activity inter- 
jationally, so the combination of those two gave us reces- 
sion B. That was on top of the recession that we had 
already in place. 

There was a change of that particular recession as of 
oughly 17 January into, let’s call it, B prime, which is a 
war, which in the first few hours pushed the oil price up to 

-plus. But the enthusiasm that was exhibited in the 
ense that this was going to be a quick one led to prices—I 
hink the lowest they got was about $19, and now running 
around $21 or $22, which is however just in the first few 
ays, SO we ought not to get too excited or make too many 
guesses about how it will proceed. 

The point of that one is it has taken that tax hike off in 
the world. It has taken it off in Canada, although there is a 
few months’ lag before it comes through. But we have 
evertheless created some new uncertainties out there in 
terms of both the duration and the possibility of other ad- 
verse effects downstream. 

1400 

There are a few things that have not yet happened but 
which, in looking at the next few months, we ought to not 
forget about that could affect the outlook. We have not in 
this forecast inserted them, but there is the issue of, will 
GATT fail? And if it does, what would be the fallout from 
that and will there be an inability to reach a decision or 
Tfemove to protectionism? As a trading nation, and one 
particularly with a lot of agricultural exports, that would be 
bad news. Then we have our own factor of political uncer- 
tainty in Canada regarding Quebec and the rest of Canada, 
which could be both this year and next a device for a 
Shock to the system if the developments there are deemed 
to be pessimistic. 

Okay, so we are sitting here; we have an outlook. I will 
summarize that quickly for you. The good news we are 
looking for, if we can see it, would be things like world oil 
prices declining, interest rates declining, both in nominal 
and real terms. Good news in some sense would be no 
increases in taxes or cutbacks in expenditure at the federal 
level, a recovery on the US side and some pickup follow- 
ing that on the demand for resources and basic industrial 
goods, all of which would be to Canada’s benefit. When 
might that happen? No one knows, but I just described to 
'you the conditions. I would think at this point that April, 
May, June of this year are likely to be the earliest, but there 
is no reason to think it is something automatic that is going 



















to happen at that point in time as long we prolong the 
continued poor economic performance. 

Just with reference to the charts, I have tried to give 
you through a sense of an arrow what is happening. In 
1990 the economy declined or slowed down in growth, 
averaging only less than 1% in real growth. In 1991 we are 
anticipating another very substandard year, with negative 
growth overall, with a weak consumer, business construc- 
tion falling, housing, government restraint continuing, ex- 
ports weak with a weak external economy, inventories 
being snubbed in. 

If oil prices went to $20, they would add about 1% 
growth in 1991 to the numbers you see there. That would 
be insufficient to overcome—it would basically turn it into 
a zero year or a slightly positive year but still one which is 
a recession by any stretch of the imagination. We do how- 
ever in this scenario with lower oil prices, with a recovery 
of the U.S. economy, with declining interest rates, see a 
fairly sustained recovery in the 1992-95 period, again con- 
ditioned on the kinds of assumptions that we are making. 

For the province of Ontario I have plotted for you the 
real growth that we are forecasting year by year, or just for 
the next five. We would go out to 2010 or 2020, if you 
wish, but I do not think anyone in this room has that long 
on the horizon, so I thought just four or five years might be 
an adequate thing for openers. Essentially, in 1990 the On- 
tario economy did worse than the national, in our view, 
whereas the national economy expanded a little less than 
1%. Our calculations suggest the Ontario economy de- 
clined by about 0.6%. In 1991 we anticipate the economy 
will decline by about 1.5% in real terms, again somewhat 
more sharply than the national economy. But in the period 
1992-95, the Ontario economy will expand above poten- 
tial, will expand at a rate greater than the national econ- 
omy. Those numbers in 1992 are 4.9%, 6.2%, 5.5% and 
4% in 1995. That is not unusual, as you can look back to 
the last recession. I purposefully wanted you to see the 
1982 recession in here. Again, Ontario dropped more than 
the national total, but in almost all of the years since then 
the Ontario economy has performed at or above that of the 
national economy. 

Now inflation basically in 1990 was slightly down; 
4.8% on a year-average basis, compared to 5% the year 
before. In 1991 we are suggesting this will go up substan- 
tially, something in the order of 7%. Again, if we take a 
lower oil price view, it averages $20 instead of $30, we 
would knock about one or one and a half percentage points 
off that, so you would be in the 5.5% to 6% range. But 
then you would not see as much improvement in inflation 
in 1992 if that occurred, because we do have the price 
dropping. 

A big story in the next few months will be the GST. It 
is expected to push up all the measures of inflation. With 
the economy as slack as it is, there is I think a strong 
likelihood that it will be just the GST that you see, at least 
initially. As the year evolves, you should see inflation rates 
cooling quite substantially, the year-over-year down to 5% 
by October, inflation less than 4% in both 1992 and post- 
1993-95 period. 
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I am just hitting the major aggregates, just to give you 
a sense. The unemployment rate rose in 1990, averaging 
8.1% a year as a whole but ending the year at 9.3% nation- 
ally. In 1991, that continues to rise, consistent with that 
slow or negative growth. We expect an average for the 
year of 1991 of 9.7%. That would imply greater than 10% 
likely in a number of the months. In 1992, the average is 
still above 9% as the overall economy expands only 
slightly above potential, and it is basically down to about 
7% by 1995. : 

In the last recession, these next two charts, one shows 
you what happened in the 1982 recession and another one 
shows where we are going now in the 1990 recession. You 
can study those in more detail. The large number by each 
province is the total increase in the unemployment rate that 
occurred from when the unemployment rate first started 
rising to when it stopped rising. In the case of, for exam- 
ple, Canada, in July-August 1981, it was at 6.9%; ended 
up in December 1982 at 12.8%, for a rise of 5.9%. At the 
same time, Ontario went from 5.9% in August to about 
12.1% in that same recession, for a rise of 6.2%. 

Now, where are things so far in this one? I think that 
what is interesting, and the other point may be too, is some 
provinces had already started slipping before the official 
recession date or the national recession date, and some 
lagged, the unemployment rate continued to rise, post that 
period. In this one, the province that stands out like a sore 
thumb, both figuratively and literally, is Ontario, whose 
unemployment rate since June 1989 bottomed out at 4.7%, 
has been rising since that point in time and is now up to 
7.8% in December. 

Most of the other provinces joined in later, around the 
April start date of the recession. But there was already, if 
you will, a regional or a provincial recession or industrial 
recession that was showing up in rising unemployment 
rates in Ontario. So it is of a somewhat different pattern 
from what we have seen before. 

If you plot the unemployment rate in 1981-95 in On- 
tario, again you can see the same pattern that I spoke of a 
moment ago, of the unemployment rate rising during the 
1990-91 period and only slowly coming down post that 
period. The Ontario numbers here in 1989 are 5.1%; in 
1990 6.3%; in 1991 8.3%; in 1992 8%; in 1993 7.1%; 
6.2% and 5.7% in 1995; again, the unemployment rate in 
Ontario remaining below the national but nevertheless ris- 
ing, not unlike it but in the recovery period perhaps drop- 
ping slightly more rapidly than the overall national rate. 

Interest rates—again an important element in your pre- 
budget discussions—where are they going? We saw them 
rise in 1990, on average. It was a crazy year in many ways, 
with interest rates rising in the beginning of the year and 
more recently having come back down. The prime rate 
ended up at 12.75% at the year end, having peaked at 
14.75%. In 1991, we see some further easing of interest 
rates, even with the goods and services tax and the oil 
price shock, primarily occasioned by the very weak econ- 
omy and declining US interest rates. A prime of 11 or less 
by the end of the year is not unexpected. There are some 
optimists who think it may be down at 10 or even lower. In 
1992, we see some further easing, particularly if the infla- 
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tion rate does come out around 4% or less. A prime rate of 
10 or less is possible in that environment. Over the 1993: 
95 period, we are suggesting some continuing easing ir 
real and nominal rates, some stability returning to the sys: 
tem. | 
1410 

On any day-to-day or week-to-month basis, we cautior 
you against trying to bet against the Bank of Canada i 
terms of the movements of interest rates. They are full o 
surprises. | 

Another key variable is the federal government bal. 
ance, how it stacks up, because that may condition agair 
the environment within which you are operating. In 1990 
the deficit slipped somewhat from both the plan and the 
previous year. Basically, the slowing growth and highe: 
interest rates that were in the February budget have causec 
them to raise their deficit forecast by some $2 billion. | 

In 1991, we suggest there will be a substantial furthe: 
slipping of the federal balance with the startup costs of the 
goods and services tax and a weak economy. The costs 0 
the Gulf war may or may not be significant. We can talk 
about that, if you want, in your question period. Lowe: 
interest rates, if they materialize, will help somewhat. Ou 
estimate is roughly $8 billion higher than their target in the 
last budget, on a fiscal-year basis $27 billion, $28 billior 
or roughly $35 billion, compared to the fiscal year 1990 
91 of about $5 billion. | 

In 1992, with improved economic growth and witl 
lower interest rates, we see some turnaround in the defici 
here, lowering by about $2 billion from the level achievec 
in 1991, and some further improvements as you move out. 

The key and most important factor in what happens t 
the federal government balance will be a restoration 0 
interest rates to more normal levels, real interest rates. We 
can talk again about that, if you wish, at greater length. 

The exchange rate appreciated somewhat in 1990, av 
eraging over 85 cents—about 85.6, I think, was the fina 
number—as interest rates remained high relative to US 
rates. We are expecting some depreciation in 1991. But 
must tell you that that is a tenuous forecast. We have bee! 
wrong there, I think, as much as we have been right. Agail 
we see some further easing in 1992, 1993, 1995. If thi 
does happen, it helps on the real growth side, it helps ou 
exports. It gives you a bit more inflation, and that is the 
tradeoff, but it would be consistent with the story of some 
what easing interest rates that I portrayed to you a fev 
moments ago. 

Very quickly, what are some of the short-term concern: 
that we have? Obviously, the recession itself: How long 
how bad? Will in fact this interest rate break continue 
Everyone is so excited about interest rates or the bank rat 
being down below 11, the prime rate at 12 or declining 
But I would suggest to you that, setting aside the good 
and services tax effects for the moment, you are still look 
ing at real interest rates in the Canadian economy in th 
order of bank prime 8%. In Treasury bills you are lookin; 
at something in the order of 6% to 7%, taking a 4% viev 
of inflation. 

When we look a little bit outside of the Canadian sys 
tem, we see a US system in which the financial institution 
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nain in trouble, real estate projects are still in jeopardy, 
ul estate loans are still problems. So we could get some 
sty surprises in that dimension. 

The goods and services tax is a reality. We are watch- 
x how it does work through the system. But clearly, in 
» first year in particular, it does hit the consumer; that 
s not been an issue of dispute. The overall economy was 
pposed to be roughly neutral. This depended on invest- 
ont picking up in response to lower investment costs. We 
ll be looking for that to occur. 

Then, of course, we will all watch what is happening in 
> Middle East where things could go, it seems to me, 
her way, up with oil prices over $40 or down $15 or 
ore. As I say, if those get pushed off the popular list of 
ncerns, we ought not to forget the fallout potential from 
constitutional debate or other actions in that area. 

Let me try to take a quick whack at some considera- 
ms to prompt some questions in this whole area about 
ether any provincial fiscal action is desirable. I under- 
d this is a pre-budget feeling out or setting up. The old 
lage in Canada has been primarily that any sort of contra- 
clical fiscal policy, that is, something trying to do some- 
ing about a recession and a rise in unemployment, is the 
irview of the federal government; “purview” not in any 
mstitutional sense, but that the feds are in some sense the 
ht group to do it. 

This has been taken on head-on in a recent article by 
ym Courchene in the second volume of the C. D. Howe 
Stitute’s inflation study called Taking Aim. There is an 
‘tended section in there on provincial fiscal policy. Basi- 
illy the point that he is making there—I think they all 
ive some legitimacy—is that would be great if in fact the 
deral government were willing or capable of taking con- 
a-cyclical fiscal policy, but what if it does not or cannot. 
particular, with a high interest rate and a focus on infla- 
mm reduction as its overall objective, you run into the 
iuation we are in currently where the federal government, 
least up through 2 August, would have taken credit for 
e recession and the rise in unemployment rate as a delib- 
ate policy to slow the economy down. 

_ Tom Courchene argues that we ought to look again at 
is old adage and recognize that different parts of the 
duntry, particularly in the Canadian context, may be be- 
wing quite differently. There may be relative price 
iocks that help one area versus another. For example, at 
€ moment or up until 15 January, one would have said 
Iberta was given a psychological boost at least and cer- 
inly something in the order of $3 billion a year at annual 
‘te on the higher oil price flowing into that economy, the 
‘ivate sector, another couple of billion into the Treasury. 
t the same time, Ontario was getting hit by overvalued 
‘change rates and by interest rate policy, two variables 
hich Ontario was particularly sensitive to among the 
‘ovinces. In that kind of an environment, what makes you 
‘ink a national contra-cyclical policy would be appropri- 
e? Should you not be tuning it in fact to the particular 
‘gions? 

One of the other factors he raised is that the fiscal 
ultipliers at the national level may be difficult to move 
‘ound. There may be more opportunities for focusing par- 
























ticular expenditures, ones with higher domestic content, at 
the provincial level. Of the areas that you might want to 
stimulate for that purpose, the non-tradeable goods and 
services are again areas that perhaps are most directly in 
the bailiwick of the provincial governments. Interest rate 
policy is something which the feds basically have to keep 
interest rates in line between Canada and the world, al- 
though Tom realizes that the bank has not been quite doing 
that over the last several years, and he raises the hope that 
there might be a concerted action with some co-ordination 
with the federal counterpart. 

In other words, if a province could stimulate and the 
federal government would not offset it at the same time, 
you might have a basis for a somewhat more tailored or 
more focused fiscal policy than we have. If you were to do 
that—these of course make sense for both the federal side 
and the provincial side—in the provincial context the 
kinds of things you can do are obvious: reducing various 
taxes, particularly sales tax, speeding up infrastructure 
spending—we have already seen some announcements of 
intent to do that by this government—fast-track expansion 
of social housing, starting up of planned hospital and 
school construction now, adjusting unindexed welfare pay- 
ments. . 

In this particular environment we are in currently, that 
would go some way to offset the shocks from the oil price 
increases that are already in the system. Then there are 
other things, basically the criteria, something which is fast- 
acting, reversible and where you can minimize the leak- 
ages into imports. 
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So let’s do it, right? No questions. Well, there are con- 
straints out there and those include what the fiscal position 
of the province is. Will there be offsetting federal moves? 
If there are, all you will have managed to do is twist the 
people in the provincial economy, one way by provincial 
policy and then the other way by federal policy. There may 
be constraints in terms of leakages, although again I sus- 
pect any leakage to other provinces of increased economic 
activity might well be welcomed. Then you may be con- 
strained in terms of how many options of speedy things 
you have to do if you have already exhausted that list. 

Let me stop there. I hope I have occasioned at least a 
couple of questions, and if not, we will get back on sched- 
ule real quick. 


Mr Sutherland: You have presented all your figures 
here. I do not claim that my knowledge of economics is 
that great, but you seem optimistic that we are going to 
come out of the recession later this year. I look at what you 
forecast for 1991, 7% inflation, right? You also expect the 
federal deficit to be going up $8 billion and that leads you 
to believe, though, that at the same time the interest rates 
will come down towards 11%. I do not see how a 7% 
inflation rate and an $8-billion increase in the deficit, 
based on what the Bank of Canada has been doing, is 
going to come down. If that does not come down, I cannot 
see the Canadian dollar coming down significantly, which 
has an effect on the manufacturing sector which is sup- 
posed to drive our economy. 
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Mr McCracken: Should I explain it? 

Mr Sutherland: Yes. Looking at that, it does not 
seem we are going to recover as quickly as what you said 
in your brief. 

Mr McCracken: Okay. I purposefully chose to sort of 
put out that 7% number just hoping I would get a response 
like that. The consumer price index is a useful measure. 
Every month it is timely but it is a terrible measure of what 
is really happening out there in terms of inflationary forces 
in the economy. It includes all the indirect taxes, it in- 
cludes tuition fees, it includes imported goods, and in the 
case of the goods and services tax, we know the whole 
effect of it is to concentrate the tax on the consumer. That 
is the whole purpose of the exercise. So we know that if 
we are going to look at any price, it is going to be the CPI 
that is likely to get the biggest hit from those kinds of 
things. 

It is also important to distinguish between inflation— 
and perhaps I should have done so in my comments— 
meaning an ongoing process in which prices continue to 
move out at some phase, and one-time price shocks. Both 
the oil price and the GST should both be viewed as one- 
time shocks to the price level, not as inflation. In the case 
of the GST, while the consumption deflator or CPI will go 
up roughly 1.2% as a result of the GST alone, at the same 
time, in 1991, investment prices will be declining by 2%, 
machine and equipment prices declining by 6%, govern- 
ment investment by 1.8%, even government expenditures, 
the deflator will be going down slightly. Exports will be 
declining about three tenths of a point. 

If you look at a broad measure of the price behaviour 
in the Canadian economy, the so-called GDP deflator or 
the national gross domestic product deflator, the total im- 
pact of the GST on that measure is only about one tenth of 
one per cent and that number for 1991 would be in the 
order more of 5% or less when the CPI is 7%. Same story 
if you look at the world oil price. While it might be adding 
somewhere between 1% and 3% to inflation in 1991 if it is 
at $30, if it reverses to $20 in 1992, you would be taking 
1% to 3% in the other direction. 

I think one has to distinguish those two components 
and I would suggest to you the Bank of Canada in a public 
statement has said it will. They will not be reacting to the 
oil price shock or the GST shock. They will be standing on 
guard for thee against any induced effects from those. But 
with a slack economy it is not clear that you are going to 
have large induced effects, so we would suggest that they 
will be reacting to something in the order of a 4% or 5% 
inflation environment, maybe even towards 3% and 4%, 
which is consistent with interest rates coming down. 

In fact, if they were perhaps a bit more sensible, the 
rates would come down even a lot more because the level 
of real interest rates, that is, nominal interest rates less the 
rate of inflation, is still extremely high. It has been high for 
most of this period of expansion as they have tried to 
experiment with a new way of conducting monetary poli- 
cies. So think about the 7%, but also do not forget about 
the 3% in terms of what is coming up. 
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Mr Sutherland: But do not worry about that defi 
increase that you mentioned, because that seems signi 
cant in what has been talked about before about keepi 
the deficit under control so they do not have to put inter; 
rates up. | 

Mr McCracken: I do not think they will have to} 
interest rates up because of the deficit. There is a debai 
economics in terms of which way the arrows flow. I 
tell you with mathematical certainty that higher inter 
rates raise the deficit, the debt servicing costs. It is m 
more dubious about the arrow running the other way: | 
large deficits in fact cause higher interest rates? That 
particularly dubious in an international economy or 
open economy like the Canadian economy. 

I would suggest to you most of the reason that 
deficit will soar in Canada is because we will be growi 
3% to 4% below potential growth. In that kind of an en 
ronment, you have no expectation other than a rise. Une 
ployment insurance contributions are fixed in 1991 
1992 so that they will take the full heat on the unemph 
ment insurance program and the federal deficit in the 
two years. | 

There are a lot of things that are working adversely, | 
again, one ought not panic on it, because if you can rest 
the economy back to growth to get that turnaround anc 
you can keep those interest rates moving down, a lot of | 
heat will come off the public deficit. 

I will try to make my other responses a little shoril 
think that is a good question. 


Mr Christopherson: First off, I want to thank you: 
the presentation. I particularly like the format and the si 
plistic, if you will, way that you have laid out all the k 
issues. 


Mr McCracken: Can we change that to say “sim 
and clear” as opposed to “simplistic”? 


Mr Christopherson: Fair enough. Given Hansar 
accuracy, we will make sure we say the right thing. 

I really was impressed. Many of the presentations hé 
been as equally good in their calibre, but harder to dist 
guish the most key things being brought forward. I th 
oughly enjoyed this. 

I have just a couple of questions, both of which are 
the third to last page. You said in your notes that the | 
financial system is in deep trouble. I think you used 
phrase that there could be some nasty surprises. I would 
curious to know your opinion on what would happen 
there were major bank failures. There are already sor 
Some are suggesting that the S and L is the tip of 
iceberg vis-a-vis the entire financial situation in the stat 
If the banks start to tumble, how would that affect us < 
what should we watch for? 

The other thing is under the last point on the possibil 
of $40 per barrel. It was suggested by a previous pres 
ter—they did not use a $40 figure, mind you, but th 
suggested that probably what we would see is just, é 
they qualified the word “just,” an extension of the rec 
sion for one or two more quarters and that there would} 
be any real further deepening of the recession or any ot 
impacts. I was rather surprised by that, but I would | 
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our thoughts on whether you think that is “just” an exten- 
ion that would happen, or are there other things that 
rould happen if that turned out to be the reality. 


Mr McCracken: On the US side, you can be schizo- 
hrenic. You can get very, very worried. When you look at 
1e number of banks, as opposed to savings and loans, that 
re on the level 4 list, in trouble, when you see large insti- 
itions like the Bank of New England having to become 
ae New Bank of New England, when you see some of the 
argest banks in the world posting large losses, in the case 
f First City or Citibank, you can become very concerned. 
430 

In the conduct of monetary policy in the US, we often 
nink—and even in this country we often say that the first 
bjective is to get inflation down da-da-da, but there is a 
age 1 and we ought to realize why the Federal Reserve 
ystem is what it is today and the pressures that put in 
lace at the Bank of Canada. Basically, page 1 says, “You 
hall not let the financial institution in the system in the 
sountry come down around our ears,” because we have 
ad that before. We have had that in the US in the 1930s 
vhen the banks all had to be closed. 

I think what you really want to think through, and put a 
rery low probability on, is system-wide failure. So what 
en is the next step? The next step is one in which the 
‘ederal Reserve and the regulatory institutions take a 
yeavier and heavier hand in the regulation of economic or 
inancial institutions in the US; where there is probably a 
endency to lower interest rates, thinking that that will re- 
uce the cost of money to those institutions, allow them 
rhaps to spread their margins, which is what happened 
vith most of the interest-rate declines in 1990—the bor- 
‘owers did not see the lower rates, but the spreads of the 
as were widened to keep them profitable, or to keep 
hem at least above water—and there will be a focus on 
setting the economy moving. 

: Inevitably, when that happens, though, there are some 
secondary effects. Basically, financial institutions get 
ighter in terms of their credit-granting. They start getting 
edit-conscious. You start having other institutions getting 
trouble, some non-financial corporations, where the 
yanks throw up their hands and pull the plug or they can- 
10t get the financing and therefore they go into bank- 
uptcy. 

I do not think it is going to get completely out of hand, 
but I would suggest to you that it is going to be a contin- 
ied pressure. As a result, it makes one less optimistic 
ibout the US economy growing, but it probably makes you 
nore optimistic about the kind of interest rate policy it will 
dursue. In other words, there will be a tendency to err on 
he downside to lower rates in the US environment. That is 
\ positive item for us; at least it gives us more room in 
Which we could move our interest rates down without any 
xchange rate consequences. 

To the extent that these failures lead to problems on 
al estate loans, lead to problems of syndicates that the 
-anadian banks are involved in, it could cause them some 
roblems in terms of larger losses. But again, I do not 
ow of any bank in this country that is so involved in US 






















real estate or so heavily involved in any one particular 
activity that it is going to have any destabilizing problems. 
Sure, they are going to lose some money, but it should not 
affect their decision process here. In fact, it might even 
remind them that there are some good opportunities here. 

On the second point, the easiest way, I find, and it 
seemed to work pretty well in keeping my thinking sorted 
out during the first oil price shocks and all the oil price 
shocks, is to just think of it as a big tax increase. So for 
every US$10 the world oil price goes up we are consum- 
ing basically 50 million barrels a day. That is $500 million 
a day, so that runs out at about $200 billion a year that you 
would have for every $10 tax increase. In Canada we con- 
sume roughly 600 million barrels a year, so for every $10 
that would be another $6-billion tax hike. 

Whenever you raise taxes, the immediate question 
comes up, what do the people who get the money do with 
it, compared to what happened to the people who paid the 
tax? If we are paying the tax, we are going to cut back on 
our expenditures. What happens to the people who get it? 
If it is going to the Organization of Petroleum Exporting 
Countries and we are not respending it in Canada, then that 
is a leakage. We lose that. If it is going to Alberta Treasury 
and it is simply using it to retire debt and to stock up 
financial assets, there is no recycling going on. If it goes to 
the oil companies that are paying off loans and improving 
their balance sheets but not doing any investment, then 
there is no recycling in that area. If it is going to the 
federal government in higher corporate income taxes, and 
then they are using it to reduce the deficit, there is no 
recycling. 

That is the worst case where you would get $6 billion. 
If it goes to $40 billion, it is another $6 billion on top of 
that. And it is not a one-timer; it is continuing as long as 
that price stays up there. So I do not see how people could 
argue, “Oh well, it is just another couple quarters of dam- 
age,” because it is a permanent diversion of income. It is 
not going to be transitory unless you think the world is one 
in which oil prices now will stay at $30 or $40, in which 
case then you begin to see some recycling occurring out 
there. 

You see the oil companies saying: “Let’s go put some 
more holes in the ground. Let’s look at secondary and 
tertiary recovery. Let’s dust off some of these 
megaprojects and go with those.” Or you see the Alberta 
government cutting other taxes out there, buying consumer 
goods, which has a shadow effect back here. Or you see 
the federal government saying, “With that source of in- 
come, I do not need to take as much out of your pocket 
over here.” So it is recycling in some sense. 

In the ultimate sense, if you could somehow ensure 
yourself that this tax increase would trigger twice as much 
spending over here, then you could get a positive effect out 
of it. But the betting at the moment is that any of these 
jumps in oil price would be viewed as transitory, the ex- 
ception being, for example, that a significant part of the 
Saudi oilfields were taken out and taken out in a way 
where people say there is no way that is going to be com- 
ing back on stream for a number of years. Then I think you 
would see people focusing everywhere. Where can I get 
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some oil? You would see Hibernia and you would see 
tarsands plants. It would be a rather macabre world in 
which to do that. 

Mr Christopherson: What would be the effect on the 
economy of that say, $6 billion, if that is what went out to 
OPEC? 


Mr McCracken: Well, $6 billion is roughly 1% of the 
economy, so you are basically sucking 1% out. That is the 
easiest way to think about it. 


Mr Christopherson: And that would do what, 
though? In a recessionary time, that would have the effect 
of— 

Mr McCracken: You have a 1% growth, an unem- 
ployment growth 0.5% or more as a result of that. So it is 
just like, it does not matter who puts the tax on. 


Mr Turnbull: Mr McCracken, I would like to throw 
out your views on this question of debt. The provincial 
debt, during the last five years of the Liberal government, 
increased substantially. That was during a period of proba- 
bly the best growth that Ontario has had in the last 50. It 
was not just a question of the debt load, it was actual 
increases in program spending where, as I believe, during 
that same period the federal government has been able to 
control program spending within the tax that it is gather- 
ing, but it has not been able to wrestle down the debt and 
therefore the cost of servicing it has increased that debt. 

What is your view as to, I mean, if you were to advise 
all parties here on what we have to do and how urgent it is 
to start addressing the paydown of the debt. I do not think 
anybody here would suggest that this is the appropriate 
year to do it in, but there has to be a certain point in time 
when you as an economist would say that this is the appro- 
priate direction for the government to go in. What sorts of 
benchmarks would you use as to when that battle would be 
appropriate? 

Mr McCracken: Let me try to tackle that. First off, 
can we all assume we are not talking about waste in gov- 
ernment expenditure, we are not talking about all of that 
stuff? We all, as a motherhood or fatherhood virtue, will 
go for more efficiency in government spending wherever 
we can get it. Let’s put that canard aside, all right? 

The issue then comes down first to, what is the social 
return that you get on the activities you undertake as a 
provincial government, and how do those compare to the 
financial cost of borrowing to finance that kind of an in- 
crease if you chose to finance at the margin, some of that 
through debt? That is the basic question. 

Now if in fact, as they are all supposed to, your depart- 
ments and the people coming to you soliciting funds, have 
done a proper benefit-cost study and have shown that their 
real rate of return exceeds the 10% real or the 8%, what- 
ever the hurdle rate is in this province, and if you can 
borrow at 4% or 5% real, then what is the problem? There 
is none. 

I am talking theory here now. The only still residual 
nagging problem that there may be is if you are in a world, 
as we unfortunately have been for most of the 1980s, 
where the absolute level of real interest rates exceeds the 
real growth of the economy. 
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Then the thing you know is that that debt-to-GDP rati: 
for the province, the ratio of your debt divided by the siz 
of your economy, will continue to rise as long as that rez 
interest rate exceeds the real growth, unless you are pre 
pared to run a substantial so-called operating surplus o 
primary surplus. That is not theory, that is arithmetic. | 

The question mark even then is, so what? In othe 
words, what happens with a rising debt-to-GDP ratio 
There are conjectures that this could be a problem, al 
though those conjectures have proven so far to be unsut 
stantiated because debt ratios have been rising for th 
corporate sector, for the government sectors, not just i 
Canada but in the US and elsewhere. | 

Certainly, we have historical periods in which the det 
ratio was extremely high; coming out of the Second Worl 
War, over 100%, the federal debt-to-GDP ratio, doubl 
what it is today. But at that point in time our environmer 
was one in which real interest rates were low, real growt 
was high and we found that that debt-to-GDP ratio esser 
tially evaporated over time. We outgrew it. So you, 
seems to me, have both a microproblem, ie, are our sys 
tems for making judgements about what we do on pre 
grams and on new capital expenditure such that we ar 
assured we are getting good returns on those decisig 
relative to our borrowing costs? 

Second, what kind of an environment are we going t 
be living in over the next decade in terms of real interes 
rates relative to the real growth of the economy? In othe 
words, are they going to be greater than 3% real or not? | 
they are greater than 3% real, you should recognize thé 
you will face rising debt-to-GDP ratios if you choose t 
not offset that with some kind of a primary surplus. Yo 
may or may not lose sleep over that. Certainly a lot ¢ 
people lose sleep over it, but they do not do anything abot 
it. We have had rising debt-to-GDP ratios in the US, Car 
ada, Italy and in most other countries of the world. But thé 
is really what it boils down to. 

Now, when have I raised this notion federally wit 
people, that the real rates return and what they do shoul 
exceed their real borrowing cost and that they are, ¢ 
course, doing these proper benefit-cost studies, all I get: 
eyes rolling back into their heads and saying, “Gee, I wis 
we did have that information.” 

So if that is the problem, I mean, if you are not conf 
dent that the returns that are occurring out of your expend 
ture are greater than your borrowing cost, then you have 
problem. But that is a management problem, it seems t 
me, about what you choose. You want to make that choic 
regardless of whether you are debt-financing it or not. 
mean, there is no point in your going out and spendin 
money on a program, even if you are running a surplus, 
the return on that particular program from the societé 
viewpoint is lower than what return you would get if yo 
left the funds out there to be used by people and not take 
away from them in taxation or in future commitmen 
through the debt. 

So I am not trying to be simplistic on you, but it seer 
to me you can focus on a couple of problems. You may sa 
as a strategy, if you think real interest rates are going 1 
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»main high for the decade, that we ought to be leaning 
ywards something where we stabilize that debt growth or 
o not let it get too high. That might mean that you have to 
hoose a mix where you are running an operating surplus 
ta primary surplus as you get out there. 

Again, I think your comment was quite well taken. You 
vant to choose that time carefully. It is a long-term choice 
yat you are making and certainly, when you are operating 
s we are now in a recession economy, the last thing you 
vant to do is to convince people that your actions are 
oing to make it worse and longer, because that runs the 
anger of triggering a loss of consumer and business con- 
idence, which could in fact deliver on a much worse out- 
ok and choke off a lot of private decisions to spend or to 
avest. 


Mrs Sullivan: I want to go back to your final two 
ages as I frame this question. It seems to us that as we 
ave listened to presenters during this period, and from 
hat we know about this recession, that there are two 
actors involved in this particular downturn in the econ- 
my. One of them is structural change, and the other is the 
ecessionary factors which have been described in great 
etail. In the manufacturing sector we are probably look- 
g at a sector which will never have a recovery in em- 
‘loyment that we would have seen, say, before 1982 when 
here was a structural change following that. Probably 
nanufacturing is as lean and mean as it will ever be. 

I am interested in seeing some of the figures on our 
yusiness investment growth and seeing that, although there 
s a decline in that area, there is still substantial business 
nvestment and in fact continuing emphasis on research 
ind development. I was interested that you and the Confer- 
nce Board both talked about, and this is the first time that 
have heard it, a severe decline in manufacturing and 
Pehinery equipment. In the long run, if we are looking at 
oo of provincial dollars to jig the economy, to jig a 
ecovery, if you like, I am wondering, given that the pre- 
lictions of a short-term period for recovery, that we are 
alking now about another two quarters if in fact the injec- 
ion of provincial funding is valid and valuable. Second, 
what sectors, given structural change in certain sectors, 
would that injection to rejig the economy, to reflate the 
sconomy, be most valuable in? In fact, what is the value, if 
iny, of provincial jigging? 

Mr McCracken: Let’s start with separating out reces- 
ions from structural change. Okay. First off we cannot, 
gut the one thing we typically notice is that structural 
changes happen slowly. In fact, that is why we call them 
hat. I would suggest to you, just to be a bit heretical, that 
he structural changes, for example the deregulation, the 
3ST and yes, even the free trade agreement have little to 
lo with the recession that the Canadian economy is cur- 
ently in, or the Ontario economy. 

Some sense of that you could get from asking what 
vas the largest possible effect you might have gotten rela- 
ive to prices or on tariff removal out of the free trade 
igreement, and compare that to the kinds of movements in 
he exchange rate that have occurred over the last couple 
of years, you would see that that is the dominant element 











more so than the other one. If you recall, on the unemploy- 
ment rate side, we have the economy moving up to 8.3% 
with vigorous economic growth in 1992 through 1995, ie, 
above potential. Nevertheless the unemployment rate still 
only comes down to about 7% at the end of that period or 
6.%-something in the case of Ontario, still below where 
you were two years ago. 

I do not think that somehow you have this little win- 
dow of a month or two that you can help, and after that it 
is all roses. You could start now and spend money to get 
this economy moving and build your capital projects, and 
they will still be contributing to an improved economic 
outlook certainly over the next several years. And that is 
why I talked, when I first started, that this sort of 3% real 
is needed almost to stand still. Above that, we have to go 
and get the unemployment rate down. There is lots of 
room for the economy to move forward. 

Where do you spend it? How do you spend it? You 
might well want to look at some of these structural 
changes that are occurring out there and ask the question, 
is there something we can do to make them work better? 
In other words, globalization is an issue. The free trade 
agreement is an issue. The GST is an issue—on and on 
and on. The answer is, sure, you can, and in particular the 
area that economists focus on often is infrastructure, for 
two reasons: First, it is a responsibility of government so 
you have your hands on that lever; second, infrastructure is 
something which helps the economy function better. It 
helps private productivity improve—not just nice to have, 
okay? 
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Take a simple example in this province, and some of 
you, I am sure, are closer to this issue than I am. I do not 
know if anyone here realizes that Ottawa is part of the 
problem. There are difficulties in moving people and 
goods and services in and out of this province. I am told 
that there are increasing backlogs at most bridges, that we 
may well find people locating elsewhere, like in Buffalo, 
not because of any great virtues of the city of Buffalo, but 
simply to be able to provide dependable supply to 
customers in the US from a warehouse located there. Why 
is that? We have choke points. The fact is that Ontario is 
an island when you get right down to it. What do you do 
about that? You build some bloody bridges. You improve 
the flow of traffic or you look at ways of otherwise decon- 
gesting it. 

There is also a temptation to talk about physical infra- 
structure—roads, sewage treatment plants—but we ought 
to broaden our concept of infrastructure way beyond that, 
and of course two of the key areas are people, in the form 
of education and their health, and then research and devel- 
opment, or capital stock that we have in terms of intellec- 
tual activity. You have touched on both of those. I think 
those are key areas, and areas which not only have a bene- 
fit in some broad social sense, but also benefits to the 
individuals, benefits to the private decision process. 

If you are asking where I would put my emphasis. It 
would be there. I must say that I do not share your pessi- 
mism about manufacturing. We expect a substantial 
bounce-back in manufacturing output in 1992, 1993 and 
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1994, and in fact so strong that in 1994 manufacturing 
employment will be back over the 1989 level. That is vig- 
orous. But you are quite right that it has been dropping for 
a while and certainly we get down in 1991 to a level that 
is— 

Mrs Sullivan: But with substantially fewer employ- 
ers. 


Mr McCracken: No, on the employment side I even 
catch up, but that takes vigorous growth and we have dou- 
ble-digit or 7% or 8% growth for two or three years after 
the recession. 

One other point I would like to get on the record is 
something which I think confuses decision-making, at the 
federal level certainly, and it often causes some problems 
with other provinces. There are two ways you can think of 
things: One is that if Ontario grows that hurts other areas, 
or you can recognize the reality that if Ontario grows it is 
helpful to other provinces. 

There was a lot of discussion, as you may recall, over 
the last four or five years about how we have to slow down 
Toronto or how we have to slow down Ontario to some- 
how benefit the rest of the country. That is hogwash. If you 
slow down Ontario or you slow down Toronto, you slow 
down the rest of the country and we are, I think, amply 
going to be demonstrating that again. 


Mrs Sullivan: Take this quote and circulate it around 
the country. 


Mr McCracken: But the flip side of that is that if in 
fact you can speed up Ontario, other regions will benefit as 
well. Conversely, if other regions stimulate as Quebec at 
the moment is starting to do in a couple of areas, there will 
also be a positive shadow effect back into Ontario. Keep 
that in mind in your activities, that if you can get this 
economy moving vigorously that will be not just to 
Ontario’s benefit, but to all. 


Mr Phillips: This is good news again. I think that 
when you are in the middle of a storm, you cannot see the 
end of it, but I think every economic forecaster—the three 
banks, yourself, the Conference Board of Canada—have 
all predicted a recovery in the mid to the latter part of this 
calendar year. I think you say that it will come towards the 
end of this calendar year. 


Mr McCracken: I think trying to pick a month—we 
cannot even measure it that close. At the provincial level it 
is hopeless. 


Mr Phillips: Right, but we are into that sort of range 
that we are only months away from— 


Mr McCracken: Well, 1992 will be a good year com- 
pared to 1991, but 1991 is a terrible year; 1990 was a very 
bad year. You have had two very bad years where you 
have given up 4% growth in 1990 and you have given up 
another 4% growth over potential likely in 1991. That is 
8% of a gap that you opened up in two years between 
where you wanted to be and where you are now, so if you 
want to get out of that hole you have to grow 3% to 4% a 
year, plus somewhere pick up that 8% growth—2% a year, 
3% a year. You can have very, very vigorous growth and 
still not run into any brick walls out there. The hope is 


there, but do not let that be an excuse for saying, “Ther 
fore, let’s not do anything.” 
Mr Phillips: No, I understand that. | 


Mr McCracken: Okay, because that is a condition 
forecast, that you do not move in the wrong direction ar 
that we do get a return on business investment, that bu: 
ness investment is not hit terribly bad, that it is helped 
the GST, that they take advantage of that break, that we ¢ 
get a turnaround on the US side, that we do get so 
sensible monitoring on fiscal policy management, and th 
will help you. 


Mr Phillips: I really did not get my question out and 
am not sure I am going to. I will talk quickly. The ballpai 
answers that come out at the end of the year—this may t 
too difficult and if the other members do not want to he. 


it, fine, just in terms of— | 
Mr Stockwell: I do not want to hear it. | 


Mr Phillips: Okay. Your forecasting must take in 
account the impact of the GST and the free trade agre 
ment. I do not want to get into a whole debate about goc 
or bad, but I would like your opinion of whether for O1 
tario that is something that is going to be helpful to o1 
economy. ! 


Mr McCracken: No problem. There are published r 
sults on this. Let’s just make it simple and go 10 years ou 
Think of it as a structural program. Ten years out both tl 
goods and services tax and the free trade agreement w: 
have been a positive thing for the Ontario economy and f 
the Canadian economy. It will be particularly a benefit f 
Ontario in both cases. Why? Because this is where most: 
the manufacturing is. This is the province in which most: 
the investment goods are made and so anything which is 
positive effect for people’s desired levels of investme 
can redound to this province, and that is the fundament 
nature of both the GST and of the FTA. You do not have 
believe it, but that is the result of quite a few studies th 
have been made on both the GST and the FTA by pro 
ince, and are reproducible as opposed to the conjecture 
view. 

Now run it back and say, “What about the first year, t 
second year?” By and large in both cases we get positi 
effects on the FTA, essentially wash effects in the case. 
the GST in the earlier period. The wash effects in the GS 
when you take it down to a provincial basis, are slight 
positive for Ontario, slightly negative for some of the oth 
regions, because again the items where the tax is comil 
off relatively, those things that paid a lot of manufacturer 
sales tax, are more dominantly made in Ontario. The oth 
manufactured products which are being taxed for the fit 
time are dominantly being made in some of the other pro 
inces, particularly Quebec and Manitoba. 


Mr Phillips: That is with manufacturing job i 
creases. 


Mr McCracken: It is a small part of the total. That 
the other thing I would like to leave with you, that fl 
whole FTA effects on the province of Ontario over a | 
year period have been more than blown away in the lé 
year or two through the kinds of swings in the econon 
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it have occurred. The total impact on the provincial 
onomy might be a level of income per person or GDP of 
o or 4%. I just mentioned We have opened up a gap of 
6 in the case of manufacturing and an even larger gap 
er what we could have done, so the other thing, as a 
ninder, is to just keep your perspective, that the way we 
ynage the macroeconomy can be a hell of a lot more 
portant than these effects of some of these structural 
licies. On the other hand, getting 3% and another 1% or 
from the GST are all in a sense positive things to have 
ing for you that will raise the real income levels per 


pita over the longer haul. 


The Vice-Chair: I hope you liked the answer there, 
t Phillips. 


Mr Phillips: I am just looking for the truth. 


The Vice-Chair: I would like to thank you for appear- 
g before the committee after the invitation we sent out to 
u and I think you have enlightened us quite a bit with 
jur predictions. 


Mr McCracken: My pleasure. 
00 


ONTARIO COUNCIL OF REGENTS FOR COLLEGES 
OF APPLIED ARTS AND TECHNOLOGY 

The Vice-Chair: The Ontario Council of Regents for 

lleges of Applied Arts and Technology, Mr Pascal. 

wry for the time delay there, but we have been running 

hind all day. 


Mr Pascal: My congratulations to you for your suste- 
ince in terms of not only the important content, but the 
imate in the room is a major challenge for you I am sure. 

Thank you very much for the opportunity to spend a 
w moments with you. I am here to talk a little bit about a 
fess story, to talk a little bit about lifelong learning and 
talk a little bit about renewal and institutional change in 

t-secondary education. I wonder if I have your permis- 
¢ not to, at any time during my remarks, ask for money. 
wonder if that is appropriate. 


Mrs Sullivan: Refreshing. 
| Mr Pascal: It may be novel. 


Mr Phillips: You are going to a new job, though, on 
onday, are you not? 

Mr Pascal: On Friday, I am told, so I do not know 
w to spell swan song, but I am very pleased to talk a 
tle bit about the colleges. If it is okay, I would really 
her talk more philosophically than financially, because I 
€ that as an important mission. 

The first question I would like to ask—and I wonder 
ocedurally, whether it is okay for me to ask questions of 
& committee—with your permission, how many mem- 
Ts have been in an Ontario community college for more 
an an hour? 


The Vice-Chair: Studying or just touring? 
_Mr Pascal: In conclusion, I want to thank the com- 
ittee for—perhaps I do not need to continue. A picture 


id an experience of an hour or more is certainly worth a 
uple of thousand words. 






















The colleges over the first 25 years of their history 
have indeed been a success story, but it has been a success 
story that is not told as often as it needs to be. The colleges 
have been so busy responding to requests from so many 
different clients that they have had very little time to bask 
or even time to beg. If one wants to find out about the 
success of the colleges, one needs only to ask the thou- 
sands of graduates, both full and part-time. One could sim- 
ply ask the experienced worker who is taking a robotics 
retraining course for a more secure future or one could talk 
to the owners of a mom-and-pop, family-run hotel or 
motel who need in-service training to remain competitive, 
or with their children who will take over the business over 
the next several years with the self-confidence typical of a 
graduate of one of our tourism and hospitality programs. 

The Ontario colleges over their first 25 years have been 
both efficient and flexible in serving a very diverse group 
of clients: the chronically unemployed youth lacking suc- 
cessful work experience, single mothers who wish to be- 
come tool and die makers or computer-aided design 
technicians, and young men who wish to pursue a career in 
nursing. 

When the Ministry of Labour wants its occupational 
health and safety inspectors trained it turns to one of our 
colleges. When the Ministry of Natural Resources wants 
the fish in our ponds and lakes to be mercury tested it turns 
to our natural resource experts in our colleges. When Sci- 
ence North was established, it was our technology experts 
from a local college who provided the upfront leadership 
and training to enable that enterprise to get off to a suc- 
cessful start. When the young and experienced with major 
special needs and a variety of handicaps present them- 
selves, the colleges, all 23, seemed to have responded quite 
ably. 

You all have received a summary of the Vision 2000 
document. I did not, through the clerk, send you the com- 
plete report, although it is a user-friendly report that is 
short enough and easy enough to read that I commend the 
full report to you and would be pleased to provide mem- 
bers with the complete report. But more important than the 
40 recommendations that you have noted in that report is 
the process itself. The process was the most important part 
of the product. It was an experiment in collaborative pol- 
icy. When I use the word “collaborative,” I am talking 
about shared power. I am talking about a process of inclu- 
sion in terms of involvement of all the stakeholders within 
the college system, together with our external stakehold- 
ers, and a process which included, as members of the com- 
mittee know, a political inclusion in terms of members of 
all three parties through one interview process or another. 

As a result of it, we have some new directions for the 
colleges which suggest again that the colleges are willing 
to not just ask for financial support, but simply the moral 
support required to get on with institutional renewal and 
institutional change. The colleges in Ontario and my col- 
lege colleagues, the 15,000 individuals who work within 
the colleges, the 23 college presidents, the leaders of 
OPSEU, our provincial union, and so many other stake- 
holders are prepared to engage in a process of renewal 
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because they all own the recommendations that you can 
read very easily in the draft summary. 

There is a preparedness to do the right thing for the 
sake of Ontario’s citizens in the name of taking lifelong 
learning, a phrase which shows up in the speeches of edu- 
cators and others. That phrase has to become a tangible 
reality for so many Ontarians. 

The directions that you have noted I will summarize 
very simply as the need for quality to be assured through 
province-wide standards, a major broadening of the curric- 
ulum so that our graduates are not only gainfully em- 
ployed, but that successful employment becomes 
successful employability over the lifetime of the college 
system’s graduates. 

The college system has done a superb job with so 
many, but for so many the open door has been a revolving 
door. Our level of attrition is unacceptable. The amount of 
accessibility that we have enjoyed we think has been su- 
perb. The stakeholders in the system with whom we shared 
the Vision 2000 process tell us that the colleges need to be 
more accessible, and for those who come in, we have to 
ensure that they have reasonable opportunities for success, 
and for so many that has not been the case. 

Finally, I notice that you have had discussions today 
with my colleagues from other parts of the education 
panel. You have talked to leaders from the school systems. 
You have talked to my friends and colleagues from the 
university system. My guess and my hope is that you have 
heard their interest in ensuring that our educational system 
becomes a seamless opportunity for lifelong learning. 
Right now there are so many systemic barriers in the way 
of having lifelong learning become that tangible reality to 
which I referred. The Vision 2000 report talks about the 
need for very strong linkages between the schools and the 
colleges and some enabling mechanisms to bring that 
about. 

With respect to our post-secondary system, it is sur- 
prising to me, after 25 years, the isolationism that both 
sides of the post-secondary fence have enjoyed, if I can 
use that rather bizarre expression to describe it. That sim- 
ply has to be part of the past. We have to ensure that in this 
province, a province where we talk often of developing 
our human resources, there are no systemic barriers to 
achieving full and equal credit for what people have done 
in learning institutions and in life’s experience. The Vision 
2000 report talks about methodologies for ensuring that 
happens. 

My guess is, having looked at your schedule today, that 
you may have heard differences of opinion about topics 
such as university tuition from groups representing univer- 
sities. Let me urge upon everyone who studies the issues 
of tuition and other issues to look at these issues in a 
holistic and integrated way, that you cannot look at univer- 
sity tuition and questions of accessibility without looking 
at what happens to college graduates in terms of being 
labour-market ready, in terms of their ability to go on to 
university and get full credit for what they have done. 

To look at tuition policy in a narrow yes or no fashion, 
without looking at the colleges in relation to the universi- 


ties and the enabling effect that colleges can have in ter 
of accessibility, I think would be a mistake. | 
1510 | 

I am sure, through your smiles and response to | 
supposition, that you may have had differences of opini 
from the same sector on issues like that, that there 
ways of looking at issues such as tuition in a broader 
more integrated fashion. That is one of the beauties 
Vision 2000. All the stakeholders are part of it. There 
directions in that report about what might happen with 
issue of tuition. | 

In the name of lifelong learning, I would simply 
to table at least my personal definition of it, because it 
phrase that is used a lot, as I indicated. I am not sure 
ever pause enough to define what it is we mean by th 
things. For me, it means learning throughout one’s life 
order to accrue the positive intellectual, emotional, s 
tual, financial and physical benefits which arise from 
individual’s constant quest for personal improvement 
learning society is one in which all of its members h 
access to the developmental benefits of lifelong learn 
and can look forward to the collective effects of a fut 
which is more fulfilling, through greater justice, equ 
health, safety and comfort. 

In closing, I want to read from the letter I have writ 
to my son. My guess is, during your discussions with ot 
stakeholder groups, that you often have people come. 
read letters to members of their family. Here is anot 
example. Last summer I was asked to give a keynote 
dress at a conference of post-secondary educational leac 
in San Francisco. At the time, I had hoped that my 
would be able to join me in one of our annual Blue J 
following quests. We had in mind a coastal trip follow 
my remarks. I was feeling rather blue the evening bet 
my remarks that Jesse was unable to join me as a resul 
his 11th-hour decision to go to a leadership camp. I ' 
asked to address this conference with respect to issue: 
leadership and education, so I wrote a letter to Jesse wi 
I decided to make an open letter. It was the keynote th 
gave on that occasion. I am waiting for an opportunit 
give the one I did not give because I spent quite a bi 
time on it. It had some interesting remarks that I will s 
for another time. 

In this letter, I said a few of the following things. I 
not burden you with the complete letter. 

“Jesse, by the year 2000 you will have just celebr 
your 27th birthday. Scary thought. The life decisions 
you and your friends and your four billion peers aro 
the world make between now and the turn of the cent 
will determine whether the new millennium marks a1 
beginning with a chance or the beginning of the enc 
your dreams and mine. Don’t worry. A few of my educ 
friends will assist, especially those involved with com 
nity colleges as we know them in North America. 

“And Jesse, I don’t know when I have been proude 
a parent than when you and I visited Durham Colles 
few months ago in order for you to check out their sp 
administration program. It was the first time that I had « 
entered a college as a parent. It was a great day for me, 
I hope it was for you, but I don’t think I told you | 
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oving the experience was for me. Suddenly, our Vision 
00 project on the future of the community college sys- 
m in Ontario took on a deeper, more personal meaning 
r me. One of my own kids was going to a community 
yllege. It felt great. My commitment to community col- 
ge education was genuine. Did I have doubts? Not really, 
it feeling good in the gut was very comforting. 

“You know, Jess, going to a community college is 
jore than just entering a system of education. It’s more 

e joining a movement, at least that’s the way I would 

ke you to see it. It’s a progressive movement designed to 
t out beliefs about equity and fairness, to promote a 
etime of learning for all, to realize accessibility as an 
portunity to succeed in reaching high standards. 

“Education generally has an essential role to play in the 

velopment of a world which is peaceful, environmen- 
lly sound, equitable and economically viable. Education 
ould help balance individual and community needs and 
ster personal initiative and co-operation within human 
Jationships based on mutual respect. 

“Education, in particular community college education, 
hould ensure that people have the opportunity to develop 
t skills and knowledge they need to adapt to and make 
onstructive contributions to the world in which they live. 
Mucation should enhance students’ choices and opportu- 
i and promote the development of individual poten- 
al. It should also assist learners in developing their 
ommitment to social responsibility and care for the com- 
aunities in which they live, and respect for cultural integ- 
ity and self-determiniation of those whose language and 
‘aditions may be different from their own. 

“At the heart of this, Jesse, is the notion that (eadereiip 
3 a very collaborative process. Collaboration means shar- 
ag power and it means living the equity message. 

_ “Jess, I know you’ve often discussed with me what 
ou’ll want to do when you grow up. There are exciting 
ossibilities for you because you are blessed with many 
atural talents. But I am more concerned with what you 
vill be, not just what you will do. Participating in the 
ommunity college movement as a student should help 
‘ou on both counts. Because I am a bit older, I have a 
learer sense perhaps of what I would like to be if and 
vyhen I ever grow up, and the community college move- 
nent we are soon to share will help in so many ways. 

_ “Jesse, let’s be less proud of what we already know 
nd more invigorated by what we have yet to learn, be- 
jause we want to be leaders. It’s great to love humanity, 
jut let’s like people, finding value in their diversity of 
nind, experience and culture, because we’re part of a 
novement. 

“Let’s learn to deal gracefully and securely with ambi- 
uity and complexity, because we’re leaders. 

“As healthy, white, privileged men, let’s judge our 
vorth not by our ability to protect what we are or what we 
lave but by a behavioural commitment to share power 
vith those who remain unequal partners because of differ- 
nces which shouldn’t count when it comes to opportuni- 
ies for comfort, dignity, safety, health and equality. And, 
esse, sharing power with unequal partners means giving 
IP some power. You and I will do this because we are 
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trying to be leaders who will lead with ideas, not the power 
embedded in position or office. 

“And to paraphrase JFK (or Ted Sorenson, his 
speechwriter)”"—Mr Chair, I apologize for the American 
reference; the setting was San Francisco—“let’s ensure our 
college movement is informed by committed beliefs in 
human dignity as a source of purpose, in human liberty as 
a source of action, in the human heart as a source of com- 
passion, in the human mind as a source of our invention 
and our ideas.” 

In closing I want to say simply that Vision 2000 has an 
agenda. It is an agenda that is owned because of the inclu- 
sive nature of the process. The college system is part of an 
educational panel that needs to be more integrated, more 
holistic in how it deals with some of the Vision statements 
arising from my public remarks to Jesse. Everyone who 
has a stake in our future, including members of your com- 
mittee, needs to do everything he can and we can to de- 
velop a deeper understanding of what colleges have meant 
to the province of Ontario and, more importantly, what 
colleges can mean to realizing what I alluded to before; 
that is, a healthier and more comfortable, more equitable 
and just future. Thank you very much. 


Mr Sutherland: I must say I do congratulate the for- 
mer Minister of Colleges and Universities for the initiative 
with Vision 2000. It is a terrific document. 

I just want to pick up on the articulation process and 
get a real sense from you as to how you feel that process is 
working in terms of transferability of credits from colleges 
to universities. I was wondering if you could also com- 
ment on what the ability is to move from college to col- 
lege, because I know in the university system it is very 
poor. I wanted to get a sense of what it is in the college 
system. 


Mr Pascal: Unfortunately, Mr Sutherland, as to the 
ability to move from institution to institution on the uni- 
versity side and the college side, I will tell you, through 
some interviews we did in Vision 2000, in some cases it is 
difficult to move from campus to campus within a large 
institution and get full credit for what you are doing in the 
same program. We have to ensure that when people have 
invested time and energy and financial resources in formal 
learning experiences, they get full credit for what they 
have done from institution to institution within the college 
side of the fence and certainly within the universities. 

At present we have about 5% of the applicants to col- 
leges coming from universities and about 2% of our gradu- 
ates are going on to university from college. Many of the 
deals that students can get are based on their assertiveness. 
We should be designing equity based on some principles 
and procedures rather than whether someone is an assert- 
ive consumer or not. The mood of the receiving registrar 
will determine whether or not chemistry 101 at a particular 
university gets 0.63 credits at the sending institution, and 
vice versa. The same kind of thing does exists within our 
college system. 

The good news is that in the last couple of years we 
do now have extant within the system about 72 
degree-completion agreements between a college program 
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and a university program, where the graduates of an early 
childhood education program at college A can go there and 
go on to university B and receive full credit and take one 
more year and get a degree, and vice versa. The program 
goes in both directions. 
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But we still have thousands and thousands of students 
who are not able to mix and match freely around the prov- 
ince. I will tell you one story to illustrate, I think, the intent 
of your question. A graduate from Fanshawe College in 
early childhood education—Fanshawe is in London— 
upon graduation wanted to return to her home town of 
Windsor, where St Clair College has a degree-completion 
arrangement with early childhood education at the Univer- 
sity of Windsor. She asked if she could go immediately to 
the University of Windsor and avail herself of the same 
principles, and she was told: ““We have a deal with St Clair 
but not with Fanshawe. You have to start over.” 

Let me simply say that while there is the beginning of 
some successful co-operation between our universities and 
our colleges, we have a long, long way to go until the issue 
of equitable access and mixing and matching the fine re- 
sources in both institutions is a reality. 


Mr Fletcher: I was just going to comment on Vision 
2000, and it was nice to see that my friend Doug Auld was 
at the top of the list when it came to some of the contribu- 
tors. I do believe it is a very good document. It is a good 
document with a lot of good input. Where is it going? I 
guess it is along the same lines as what Kimble was ask- 
ing. Where have we gone? 

A lot of the recommendations, in fact all of the recom- 
mendations, are that the Ministry of Colleges and Univer- 
sities ‘‘should,” the college system “should,” the provincial 
government “should.” There is not a “will.” There is not a 
commitment from any part of government or anyone else 
that they want to do something in there. I know it is just a 
vision. 

Mr Pascal: Obviously we could not use “will,” be- 
cause we were simply—I should not say “simply.” We 
were about 2,500 stakeholders who got together and got to 
“yes” with respect to major directions and a vision. But the 
good news is, because it was inclusive, both politically and 
in terms of our colleagues in ministries, not just MCU but 
in the Ministry of Skills Development and members of 
other government ministries, there is broad ownership, I 
believe, at this time in terms of the will that is required. 

I cannot say the following will happen on some dimen- 
sions, because it is my minister. I have a minister,. I report 
to Dr Allen, and I am very comfortable with the kind of 
research that he and his ministry have done in terms of 
what should or should not happen and when these things 
should happen. But while I am optimistic that you will all 
see tangible evidence that the will is there, the good news 
is that there are a lot of recommendations in Vision 2000 
that have already given impetus for further dialogue and 
for action independent of what government decides to do. 
For example, there are already some very informal discus- 
sions at a very high level between college leaders and 
university leaders to talk about the concept of the institute 
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without walls, the institute without walls being a no 
bricks-and-mortar opportunity to ensure that there is goi 
to be that equity. Whether university X or Y decides 
look at the future or a rear-view mirror would matter not. 

In that context there is an awful lot of very constructi 
dialogue taking place. Your friend and colleague Do 
Auld is among those who are involved in that. Because 
the process, I am quite confident that the agenda is own 
by all. I am comfortable that the government is very co 
fortable with the directions, and what remains I think is 
manner in which things will be implemented, and the ti 
ing. But that is not my job, to make those pM. 
or to even handicap when they might be made. 


Mr Fletcher: One supplementary: I notice the ot 
part, as far as this document is concerned—I mean, own 
ship was taken over by the Ministry of Colleges and U 
versities, but there is never a dollar figure, a numeri 
figure, put to some of the funding or some of the pi 
grams. What does it cost, the long-term costs of what 
plan to implement? I know it is difficult to do that ir 
crystal ball sort of way, but we do have to look at | 


reality of the money we are working with. 


Mr Pascal: That is a very important question and « 
viously an apt question coming from this committee 
particular, and that is why it is easy for me today to ce 
and desist from asking for money and from encourag) 
government to set aside X dollars for Vision 2000. Ther 
a very strong tendency, when we are trying to craft put 
policy around the cornerstone of doing the right thing, 
think about the manner in which—you know, Rome 
burning right now, etc, and we wanted to ensure that 
spite of the fact that there are colleges right now which 
well constrained by resources, we freed ourselves of a 
ing questions about financing division. We wanted to m 
sure that this document, this process, was clearly set 
pointing the system and the government in the proper 
rection in terms of our colleges and education generally. 

With all that said, however, your question remains 
important one, and right now there is a process of de 
mining priorities in terms of direction and costs. Thi 
more a function, I think, of the bureaucracy in the Mini: 
of Colleges and Universities in this instance. 

What is important to say, however, is that many of 
recommendations do not require large amounts of mone 
am glad Mr Fletcher raised the question. Developin 
mechanism for ensuring province-wide standards will 
cost a lot of money. It will cost a very small amoun 
money, if anything, in terms of redirecting funds. 

The lifelong learning implications of Mr Sutherla 
question will not require money. What is required is 
educational leaders on both sides of the post-seconc 
fence begin looking at the future in new ways in terms 
commitment to lifelong learning. So many of the key 
ommendations do not require infusion of large amount 
money. Some of them do. I do not want to mislead | 
some of them do. 

Mr Phillips: That may have answered my questio 
it, which is, we heard this morning quite an impassic 
plea from the universities and I do not want the colleg 
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shortchanged. It may be from the next group that is 
ming here that we may hear the financial requirements. 
u have brought the strategic framework. 

Just while I have the floor, I wish you the best of luck 
the new job, by the way. It is a fascinating and important 
D; 
Mr Pascal: Thank you for that and, hopefully, the col- 
oration that I have alluded to will stand us all in good 
ad in terms of other things ahead, both for me and for 
u. 

Mr Chair, I am not unaware of the fact that I am being 
lowed by Mr Trump, who represents the council of 
ssidents through the Association of Colleges of Applied 
ts and Technology. He and I do have each other’s phone 
mbers on our speed dial and, as a result, my guess is he 
iy provide Mr Phillips— 


Mr Phillips: Is this a tag team? 


Mr Pascal: No, it is not terribly well rehearsed. We 
2 not as good at rehearsing some of these things as our 
iversity brothers and sisters are, but my guess is my col- 
wgue Mr Trump will probably get closer to, I think, the kind 
tangible expectations that members of the committee may 
ve, and you should hear that message, but I thought my 
e today ought to be a bit vision-directed and philosophical. 

I do believe, in answer to the question of Mr Fletcher, that 
much of what has to happen will require simply will and 
ion rather than money. However, Mr Trump may allude to 
> fact that although 2,500 colleagues and 15,000 others are 
ite enthusiastic about the directions of Vision 2000, maybe 
zy need to be a little less numb with respect to the current 
ite of affairs to proceed down the path of renewal. 

_ But what is important is that commitment to change is 
ty much there on the college side. I will not allude to 
nether or not my colleagues on the university side are com- 
itted to doing many new things in many new directions. I 
in a university professor as well, at least for the next 
tee and a half days, and so I have a tremendous respect for 
our universities do for society at large. 
My plea is that we learn how to do it together more 

ively and that the social and emotional disease that I 
fer to as hardening of the categories in our province, where 
sre is too much that belongs to person X or person Y or 
oup A or group B, that is something we deal with in new 
ays, because I cannot think of a major social or economic 
iue facing the province of Ontario that can be pursued 
taningfully without stakeholder groups coming together. In 
2 context of which I speak, of course, I am talking about 
ucational leaders from the schools and universities and of 
urse, last but not least, from Ontario’s colleges. 


The Chair: Thank you for your presentation. 
30 





















ASSOCIATION OF COLLEGES OF APPLIED 
ARTS AND TECHNOLOGY 
The Chair: Our next presentation is by Chris Trump 
om the Association of Colleges of Applied Arts and 
chnology. If anybody can tell us where the state of the 
tis going, it should be you. 


Mr Trump: Let us try. I do not think I can get you 
back on schedule, but I will try. 


The Chair: Just as a personal aside, I was present 
when you announced the experiment in a spaceship, the 
bread or yeast experiment. What happened to that? 


Mr Trump: The bread in space? Sadly, the explosion 
of the shuttle intervened and the Getaway Special program 
of NASA is in as dire a strait as some other elements of the 
program. We have done the right things for the partici- 
pants, I believe, but having been away from Spar now for a 
year and a half, I cannot say whether they invited them, as 
I suggested, to a shuttle launch to at the least partake a 
little bit in the space program. I believe the Ontario Sci- 
ence Centre had an exhibit of how the oven would have 
worked, but at least in this century it is not going up. 


The Chair: It was a fascinating afternoon to be there 
when that was announced. 


Mr Trump: Yes, it was great fun. I often believe that 
the space program gives the chance to a lot of people who 
are not scientists and technicians to participate in some- 
thing that has bigger meaning. 

Anyway, in my new role as executive director of the 
colleges of applied arts and technology of Ontario, I want 
to present to you—I will leave you a two-pager, but I 
would rather just speak to it—picking up where Charles 
left off on Vision 2000. 

I was privileged to be part of the steering committee, 
which did indeed include members from the academic 
community, secondary, university, colleges, business and 
industry, president of IBM, labour, Jim Turk, Ontario Fed- 
eration of Labour. It was an interesting series of sessions 
through some 18 months. If it is not quite as visionary as 
we would like, that is what you get when you have com- 
mittees at work. If you want a visionary, send someone up 
on a mountain for 40 days and you will get an even more 
unworkable plan. 

Vision 2000 has 40 recommendations. The presidents 
chose three of them to address: improved access, increased 
success in programs and academic mobility, which has a 
great deal to do with standards and accreditation. Three 
Mondays ago, we had the most interesting session ever in 
the history of the colleges. Around the table at the associa- 
tion gathered all of the constituent groups: full-time and 
part-time students, folks from community industrial train- 
ing committees, the Ontario Public Service Employees 
Union, faculty, staff, administrators, presidents and gover- 
nors. 

The issue was, what will we tell the minister, Richard 
Allen, is our intention for the colleges over the next five 
years in terms of what we want to do? In other words, 
putting not only meaning and substance to the vision with 
milestones that are measurable, but also the costs that are 
associated with it. 

I am pleased to report that at the end of that session we 
had agreement. The students felt that the physical plant at 
the colleges was abysmal and that a great deal more should 
be spent on capital improvement. The present administra- 
tive staff felt that the principal issue was how badly the 
administrators were treated by the college administration 
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presidents. Fair game. I hope they tell that to Minister 
Allen. 

But the essentials, improved access, that is, running 
programs in the evening that are the mirror image of those 
in the days, recognizing the fact that you have working 
mothers who need their children cared for while they are 
in school, all of these are things that can be quantified. 
There is a backlog at Cambrian College of 200 special- 
needs applicants who cannot be accommodated because 
there is no room. 

Suppose we start with each college and begin to say, 
“What is your backlog and over the next years how will 
we open the doors wider?” Once you have said that, then 
you come to the point of, “Well, it’s one thing to admit 
you, but suppose you flounder, find you are in over your 
head and quit?” The attrition rate in some technology pro- 
grams is 40%. We should also establish milestones that 
improve retention, that is, reduce the attrition rate. This 
will require improved counselling, remedial instruction, 
and again that is a long-term objective to improve the role 
of the colleges. 

The final one—and Charles gave the example of the 
early childhood education student from Fanshawe who 
went to Windsor and the University of Windsor said: “We 
have an articulation program with St Clair. You don’t 
count.” I would not necessarily knock the University of 
Windsor, because the colleges are woefully deficient in the 
area of standards and accreditation. I was pleased that 
when Premier Bob Rae spoke to the presidents a week 
after the election, at which point he said he was no more 
surprised than they were that he was there, he mentioned 
standards twice in his 20-minute remarks. I was pleased to 
hear that. 

I was pleased to hear that OPSEU has that as number 
one on its list. We must have standards, because what in 
the world is your education worth if it cannot be measured 
and found to be in congruence at least within the college? 
We have the example of one major college which shall 
remain nameless that has five early childhood education 
programs and there is no interchangeability between them. 

We have the example of a Loyalist student who after 
her first year went to Humber and was told, “Go back to 
the point of beginning in early childhood education.” For- 
tunately Doug Auld and Squee Gordon talked about it and 
the case was straightened out, but what kind of a system 
makes a presidential case out of the efforts of an individual 
to move from one institution to another, to say nothing of 
moving from a college to a university or, God forbid, mov- 
ing to another province? 

We are working on that. It is something that requires a 
great deal of leadership within the colleges, because there 
are many who just love to carry on the way they are doing, 
taking refuge in the notion, “We are community colleges.” 
Right, but in Ontario they are first and foremost colleges 
of applied arts and technology, often programs that should, 
in terms of outcomes, have individuals, men and women, 
who are competitive in a global marketplace. So that is the 
long-range plan, which we hope Monday next to present to 
Minister Allen in a two-hour session. 


For the immediate, I have to tell you our backs are; 
the wall. I know the universities have told you this too a 
have documented it in greater degree than we have, 
cause the Council of Ontario Universities has a 26-pers 
staff. We have a four-person staff, but we try. Thanks 
some very serious work done by the folks at Geor 
Brown College under the aegis of Doug Light, we ha 
determined that next year a 12% increase in the fundi 
base from the Ministry of Colleges and Universities 
required to accommodate the 5% enrolment na t 
first in five years, that we endured this fall. 

The retention rates which we have experienced no 
where people are no longer leaving but staying on, 
give us a base increase, we anticipate, next fall of 3% a 
an anticipated increase of yet another 5%, if not more. 
will permit us to offer the level of programs that we ha 
at the moment. Should the increase slip to 10%, we w 
have to tighten belts, which means that things that we 
doing now will have to be truncated. | 

Should the allotments slip below 10%, then the word 
fiscally mandated enrolment caps. We will have to do it 
a selective basis, particularly in Metropolitan colleges- 
am talking about Toronto, which is where 60% of the c 
lege enrolment is in the province. It will have to be in: 
tuted. That is the unvarnished exposition. It is document 
I have the two-pager to leave with you. Should you wi 
the documentation, I will be delighted to bring it, but a 
wrote to the Treasurer, I did not want to belabour the po 
with still more reams of paper. I am sure you have be 
buried in paper a lot. 


1540 

To close on a urighter note, I keep reading all the ti 
of what is wrong with Canada, what is wrong with ( 
tario. I would like to submit that there are things that 
not cost a lot of money, as Charles said, that give gr 
hope for the future. 

I am speaking of a movement and Charles spoke o 
movement, the community college movement. This one 
called Skills Canada. Its genesis was at Georgian Colle 
in Barrie, a small town in Ontario. A dynamic dean 
technology there, William Leslie, said: “What if we | 
young people in high schools and in colleges, regardless 
their vocational and professional aspirations, and brou, 
them together in clubs? Work hard, play hard, pursue w 
it is you are interested in, have conferences.” 

I was at one that they hosted in Bolton. The vice-pre 
dent of Dofasco was there. The young people introduc 
him and thanked him; the vice-president of the SkyDor 
the same thing. It develops communication skills at 
same time. There are now 2,000 enrolled, 100 high scho 
and 9 colleges. We want to make that all 23 colleges” 
fore this year is out. The objective by 1995 is 50, 
youngsters throughout Canada, something that started h 
in Ontario. 

What gives me the greatest hope is that for the f 
time ever last summer, an Ontario team which represen 
Canada, there being only Ontarians aboard, of 37 yot 
people went to Tulsa for the North American Sk 
Olympics in competition with 4,000 Americans. Only } 
state garnered more medals than Ontario and that ' 
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ilifornia. We had a bronze, three silvers and two golds. 
ie gold medals were won respectively by a Fanshawe 
ident and a Milton high school student. The Fanshawe 
ident was an apprentice in precision machining, the high 
hool student in the culinary arts. 

_ This to me is one way in which the colleges can make 
mark, to put the imprimatur of dignity and the worth of 
| things that human beings do. If we move in the areas of 
cess, success in programs, standards in accreditation, we 
ill come closer by the turn of the century to having 
oven that seamless web that Charles spoke about of life- 
ng learning or long-term training. 

| Anyway, end of speech. I brought copies of the article. 
ie Financial Post has written a little bit on Skills Canada, 
id here is our two-pager on our needs. I will be delighted 
leave that with you. 


Mrs Sullivan: Your presentation was very articulate 
a a note, and we appreciate too the length of time 





at it took so that we can all have an opportunity to ask 
1estions of you. 

I am interested in your funding base increase request, 
1%, I think that would probably add under $1 million to 
our budget. Is that right? 


| Mr Trump: It is a bit more than that. The funding is 
. the order of $750 million, so you are looking at a bit 
ore than $1 million. In fact, $1 million is what, little 
ore than 1%? 


Mrs Sullivan: Ten million. 


Mr Trump: Of $750 million, you are looking at $75 
illion just at 10%. 


_ Mrs Sullivan: Good. Thank you. I just do not have 
lose figures. 


| Mr Trump: It is almost like a Monopoly game when 
by get to that ethereal reach. 


_ Mrs Sullivan: In that funding base, have you included 
icreased emphasis on the access programs? I have Sheri- 
an College in my riding. There has been great emphasis, 
ot instance, on expanding night and after-work opportuni- 
2s for people who are moving from one career to another 
t from one business to another, one kind of work to an- 
iher, who have other pressures than the 19-year-old stu- 
ent has, whether family pressures or credit crunch 
fessures. What of your funding base would include in- 
‘eased emphasis on attracting the older student? 


Mr Trump: I could not answer that at the moment. In 
ther words, what we are doing literally is coming here at 
ie eleventh and a half hour, inasmuch as the allotments 
ormally are announced in November. What we are really 
eering towards, after the emergency of 1992, which is a 
‘unch year—as I said, our backs are to the wall—is the 
inister’s commitment. 

The question was asked, ‘What in fact are you doing to 
ut Vision 2000 into place?” Well, it cannot be done by 
ist talking about it or getting on a soap box. It needs 
ymmitment from on high, saying: ““You have made sense. 
low begin to position some milestones and we will mea- 
Ire you on how you reach them.” At Seneca College, they 
ave a dean assigned to educational effectiveness. Tony 























Tilly’s sole role is to open wider the doors and ensure that 
those admitted are accommodated in a way that ensures 
success in the programs. Whether it is at Sioux College or 
whether it is at Mohawk College, where George Lueddeke 
is in charge of the program, they are just champing at the 
bit: “Give us the go-ahead” and “How can we expand?” 

But at the moment, their resources are finite and it is 
really a combination I think of your own efforts, through 
the minister—I might add too that 51% of the colleges’ 
activities are non-Ministry of Colleges and Universities. 
That is more than half at this juncture. So we are also 
working with Labour and Employment and Immigration. I 
just learned the other day that Marion Boyd’s ministry, 
Education, gives $100 million to the colleges. So when 
you get through an aggregate, you have quite a purse to 
fund the activities of the colleges. 

By identifying this area in particular, the access, the 
success in programs, we believe we have something that 
can say, “We are moving from point A to point B and 
beyond.” 

Mrs Sullivan: You talked about some of the links be- 
tween the high schools and colleges, and the major ques- 
tion of delivery of some of the technical and technological 
training has been a question in the past. To a certain extent, 
it was addressed in the Vision 2000 report. Have the com- 
munity colleges as a group talked about the question of 
student assistance programs to ensure that the access is not 
limited to certain socioeconomic levels? 


Mr Trump: I would hate to be facile, but I think it is 
almost a given. I think the colleges are the institutions that 
do have their doors open by far wider. 


Mrs Sullivan: But in terms, for instance, of the On- 
tario student assistance plan, the loan and grants programs, 
do the colleges have a position on where they should go, 
how those programs should change, what new funding 
would be required for them? 


Mr Trump: If they have, I have not heard about it. It 
is almost a case of when it does not show up at the associa- 
tion, at the council of presidents, it means it is in reason- 
ably good shape. We had a bit of a kerfuffle last year 
because they moved the whole operation from Toronto to 
Thunder Bay, but as we have discovered now, it is working 
even better after this year of ripples than it was previously. 

I would say, just as a given, that our students are ac- 
commodated at least as well as university students in terms 
of where is the wherewithal: a combination of loan pro- 
grams, part-time work, scheduling to fit the needs of the 
student. 


Mr Sutherland: I was wondering if you could give a 
brief comment on how colleges are handling the issue of 
the learning-disabled. I know I had one constituent 
approach me about his son, who is very capable—I think 
he might have been in an apprenticeship or technical 
program—who could do the actual work technically and 
pass it, but had trouble doing the written work because he 
was learning-disabled. There was really no one there, no 
counselling or tutorial support to help that person through. 
He himself can be a very competent individual, doing his 
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specific tasks, but cannot get the certificate to go into the 
employment area. 

Mr Trump: I think that too is an area that we have no 
statistics on at the moment. I get little anecdotal reports of, 
“If we could only, then we could help someone like that.” I 
know Fleming College in Peterborough has instituted a 
program where, within the first week of enrolment, every 
student has a counselling session. That just psychologi- 
cally sets the stage to say, ‘““We won’t let you sink.” 

But the ideal in my view, and I look to the States for 
that, is what Miami-Dade does—85,000 students in the 
college system down there around Miami and every one of 
them tracked. You cannot hiccup or get the flu without it 
showing up, and when the water level gets to chin-high, 
you are in for a counselling session with a remedial 
teacher assigned to you. A good move on the part of Flor- 
ida, because if you think it is expensive to invest in that, 
look at the cost later on when you have a human being 
who is not employed. 

We have much to do and when we say, “Success in 
programs,” it rolls off the tongue easily. Let’s get each 
college to say, “What in fact will you do?”, presuming, and 
I am presuming, that the minister, Mr Allen, will say, 
“These three areas, go for it,” and we will then give the 
assignment to each college, ““Let’s see what you can do, 
learn from those who have already done more than others 
and put a program into place.” It it probably more a prom- 
ise than it is real at the moment. 


1550 


ONTARIO PUBLIC SCHOOL 
TEACHERS’ FEDERATION 
The Vice-Chair: Next is the Ontario Public School 
Teachers’ Federation. We have Mr Martin, president. 
Would you mind introducing your colleague. 


Mr Martin: It is a pleasure to be here and appearing 
before you today. I am Bill Martin, president of the On- 
tario Public School Teachers’ Federation. With me is Gene 
Lewis, the first vice-president, and there is a possibility 
that our general secretary, David Lennox, will also be with 
us this afternoon. 

As most of you probably know, OPSTF is one of the 
five affiliates of the Ontario Teachers’ Federation. We have 
a membership of 23,000 members comprised of statutory 
and voluntary teachers, occasional teachers and educa- 
tional support personnel. In the brief we would like to 
discuss with you this afternoon, there are three major areas 
that we are looking into: the level of provincial support, 
the inadequacies of elementary grants and the need to sta- 
bilize child care in the province of Ontario. 

We understand the realities of a recession. We believe, 
however, that an investment in elementary education and 
child care services should be an integral part of the govern- 
ment strategy for dealing with the recession and for the 
fostering of economic recovery. 

The first area I would like to address is the provincial 
share of educational finance for elementary and secondary 
schools. Pages 2 to 4 of our brief review the current status 
of the provincial share of educational costs and outline the 
reasons why it is important to address the increasing bur- 
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den of education costs born by the property taxpay; 
While the governing party is on record for its commit 

to restoring the provincial share to 60% and the Mini 
of Education has ensured us her ministry is preparec 
review the full structure of financing education, these 
long-term commitments and The Treasurer must now t 
interim steps to address the issue. | 

I would ask you to turn to the graph on page 3 in 
brief. It clearly shows that while the actual provincial 
penditures have increased each year, the provincial sk 
of educational costs has consistently declined since 1! 
when provincial revenues covered 61.3% of the total c 
of elementary and secondary education. As you can. 
from the graph, the provincial funding reached its lov 
point— | 

The Vice-Chair: Could you just hold on for a secc 
We are just trying to find your brief. | 

Mr Martin: We are on page 3. The figure of 4 
refers to the public and separate school funding. If we t 
that away and just look at public school funding, at pu 
school boards of education, it is even more alarming, « 
rently being funded at less than 30%. The Treasurer 
not announced transfer payments to school boards an 
today’s Globe and Mail the Minister of Education ' 
quoted as saying that figures would not be released u 
mid-February. It is impossible for boards, as a result 
speculate to what extent the municipalities will have 
once again raise property taxes to pay for educatic 
costs. 

The bottom line is this: Per-pupil expenditure ceili 
in both the elementary and secondary panels must be 
creased to better reflect the real costs of education. 

On page 4 the submission refers specifically to 
elementary situation. Particular attention must be pai 
eliminating the inequities in funding between elemen 
and secondary panels, a position supported by the Ont 
New Democratic Party policy paper going to its upcom 
convention. I quote from the paper, A New Democr 
Party Philosophy of Elementary and Secondary Educat 
It is on page 4. 

“The early years of every child’s education are ] 
foundly important and an educational system designec 
New Democrats would give both recognition to and ¢ 
quate funding for this reality. As just one element of ] 
viding funding to school boards for primary education, 
would eliminate the inequitable differences that curre 
exist between per-pupil grants for elementary and secc 
ary panels.” 

That is taken from this document. I do not know if 
have it but if you have not, we can get it for you. 


Mr Phillips: You should have that. 
Mrs Sullivan: Some do, some don’t. 


Mr Martin: If you turn to page 7, the table provid 
history of the gap since 1970. If you look at the infor 
tion on the graph you can see very quickly that appl 
slightly higher percentage increases will not address 
current problem. 

In December a memorandum was sent to the direc 
of education. In the memorandum the Ministry 
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ducation advised that the 1990 grant ceilings would be 
icreased by $50 for elementary pupils and $25 for the 
scondary pupils. 
The memorandum stated—see page 8—“The purpose 
f this adjustment is to improve equity in the grants plan 
ad reduce the gap in funding between elementary and 
scondary levels. The Ministry of Education is committed 
» high quality education with particular emphasis on the 
arly school years.” 
This approach to the grants plan is a welcome change 
1 government policy and we would urge the minister to 
Bier address the equity issue when the general legisla- 
ve grants for school boards are determined later this year. 
When you look at the gap, back to the figures on page 
, currently existing at $930, that is the difference in fund- 
1g for education allotted to a child at an elementary level 
nd to the child at a secondary level. We believe the only 
rs that gap will be reduced is by putting additional mon- 





ys, significant dollars, at the elementary level in order to 
ring the funding closer together. 

Class size reduction is also supported by the education 
olicy document that will be presented to the NDP con- 
ention. It states this on class sizes: 

“Smaller class sizes are particularly important in the 
arly childhood years...Smaller class sizes obviously offer 
: advantage of providing more individual attention and 





equate supervision. They also facilitate recognition of 
aming problems, and make it easier for children with 
jental or physical disabilities or those with behavioural 
oblems to receive an equal education.” 
Over the years, we do not believe that elementary 
unding has reflected the changes in elementary education. 
have been at this table for a number of years and each 
ime we were told that we had to go out and negotiate 
hanges in our collective agreements. Well, the elementary 
2zachers are now better qualified. The average years of 
ixperience has increased. The teacher-pupil ratio has been 
owered and preparation time has been increased through- 
ut the province of Ontario. But even with these increases, 
je grants have not reflected these changes. The gap con- 
inues to grow. 

The additional funding would allow for smaller class 
izes. It would enable elementary schools to staff resource 
libraries. In the late 1970s, we heard of Partners in Action 
$ a resource for activity-based learning. Unfortunately we 
/0 not have the resources to put resource teachers in librar- 
28 in our schools in Ontario, yet it would allow for more 
mportant, specialized teachers in physical education, 
qusic, art and other technical studies. It would also pro- 
ide funding for adequate textbooks and learning materials 
nd would provide guidance personnel, a much-needed re- 
ource in our elementary schools. 

600 

If you look directly at the class sizes, on page 9, an 
mphasis on elementary education should be part of this 
Overnment’s attempt to address the needs of those most 
‘isadvantaged by the recession. In a brief presented last 
nonth to the House of Commons subcommittee on pov- 
Tty, the Canadian Teachers’ Federation stated: 
























““We were able to identify health, learning and behavi- 
our related characteristics associated with child poverty, 
both from the researcher’s perspective and from the expe- 
rience of classroom teachers. A survey of projects in Can- 
ada and the US demonstrates, again, that early and 
sustained interventions with children will provide greater 
returns in human as well as economic terms.” 

The recent comprehensive provincial review of 
children’s services, Children First, also points clearly to 
the need for early identification of children’s problems: 
““We now know a great deal more than we once did about 
the conditions that imperil healthy child development. We 
also know that problems that occur in childhood can im- 
pair adult life and that the beginnings of many ene 
problems lie in childhood.” 

Early identification of children’s learning and emo- 
tional problems is also important in terms of cost-effec- 
tiveness. It is a lot less expensive to remedy these 
problems during the early school years than to wait until 
the high school years. 

The final area I will speak to is the support for child 
care services. Child care is an important economic and 
social support to working families. Child care becomes 
even more important during a recession when families are 
stressed and when a second income is even more crucial. 

Pages 10 to 12 outline some of the key problems facing 
child care programs and the need for immediate and long- 
term measures to deal with them. 

As a founding member of the Ontario Coalition for 
Better Child Care, we support the coalition’s new funding 
proposal and its call for additional child care subsidies and 
program spaces. The proposal for funding is briefly out- 
lined on page 11 of our submission. 

To conclude, OPSTF recognizes that the province is in 
the midst of a recession and that the Treasurer faces some 
difficult decisions. We would urge the government not to 
apply too narrowly its mandate to assist those individuals 
most vulnerable to the effects of an economic downturn. 
An elementary school system which is sufficiently staffed 
and supported to provide for early identification and early 
remedial attention is vital for responding to the needs of 
our most vulnerable children and for long-term investment 
of our human resources and future workforce. 

Likewise, it would be shortsighted not to move to sta- 
bilize and expand existing child care services so as to pro- 
vide an essential support to working families and quality 
care for young children. 

We leave your committee with four recommendations 
which are found on page 13: 

1. That the Ontario government’s strategy for address- 
ing the needs of those citizens most disadvantaged by the 
current recession include significantly increasing support 
for elementary education and child care services; 

2. That the elementary and secondary per-pupil expen- 
diture ceilings be increased so as to ensure an improve- 
ment in the provincial share of education costs; 

3. That in fulfilling the government’s commitment to 
improve the provincial share of education costs, the Trea- 
surer provide sufficient funds to the Ministry of Education 
so as to reduce the differential in per-pupil grants between 
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the elementary and secondary panel and maintain the cur- 
rent class size reduction in grades 1 and 2; 

4, That the Treasurer provide funding to the Ministry 
of Community and Social Services to create an additional 
10,000 child care subsidies and an additional 10,000 child 
care spaces in the province. 

I will take any questions. 


Mr Stockwell: Briefly, they are going to give you the 
same song and dance or dog-and-pony show they have 
given everybody: “we are in tough times through a reces- 
sion” and so on and so forth. They are probably not going 
to tell you that in this party’s Agenda for People, which 
you quoted in here, they admitted in August that we were 
in a recession. They knew full well we were in a recession, 
yet they still made these promises. 

The question I have which will cut right to the heart of 
the issues is—which I find almost disgraceful—that they 
would make the comment that they are going to return 
funding to 60% levels, and you are talking about $7 billion 
or $8 billion, knowing full well they could not do it. Did 
you honestly believe that when they said it? Did you be- 
lieve they were going to do it? 

Mr Martin: I believe, in speaking with the Minister 
of Education, that there will be a move back towards 60%. 
That is something we have not heard by parties in the 
Ontario government for a long time. I do not believe that 
commitment will take place overnight. However, I would 
hope for and strongly encourage the release of moneys to 
education in the spring, that the downward trends that have 
continued since 1975 will be reversed and start moving at 
least in that direction. 


Mr Stockwell: That is a good answer, but it was not 
an answer to my question. The question was, did you be- 
lieve it when they said in the Agenda for People that they 
were going to return the funding levels to 60%? Did you 
believe in fact they could do that, that they are capable of 
that? 


Mr Martin: I believe this government is capable of 
moving anywhere it wants if it sets its priorities, and I 
believe education is the priority that should be set. 


Mr Stockwell: Okay, so really you thought that could 
be done. 


Mr Martin: And I would hope that at the end of the 
five years I will be proved right. 


Mr Stockwell: Fine and dandy. For your sake, I hope 
you are proved right as well. I do not think it will be, but I 
hope you are proved right. 

The next question is, what about the makeup of the 
60% and how you see that, the guidelines of exactly how 
much, where, and is it strictly—if I look at your figure 2, 
the underfunding, page 7, you talk about the gap from the 
1970s. Is that where you see the increase being made up? 
Is it the gap that we are talking about? 


Mr Martin: I believe the funding has to cover two 
areas. Obviously the number one area is the overall expen- 
diture on education. The grant ceilings at both secondary 
and elementary levels are unrealistic. Boards of education 
are spending millions of dollars above those rates which 
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have been set by the government. That is number one. E 
also, when we are doing that, we have to address tl 
separation of this double standard that we have in ¢ 
educational systems on. how much we pay for an elem 

tary child to be educated and how much we pay fot 
secondary child to be educated. Yes, there is going to ha 
to be money to reduce the gap. | 


Mr Stockwell: So you see it as a two-front attack. ! 


Mr Martin: But also as the gap is being reduced t 
would not expect that to be at the expense of the needs! 
our secondary colleagues and the secondary system. 


Mr Stockwell: Right, so you are not robbing Pete 
pay Paul. It is new money. | 
Mr Martin: It is new money, and as one goes up g 
will hopefully climb a little higher. 


Mr Stockwell: Good luck. 


Mr Phillips: I think the leadership of the One 
Teachers’ Federation very much agreed with the 60% a 
is personally on the hook for it, because certainly, as I he 
said to most education groups, I think that if there was ¢ 
issue that impacted me it was education. | 

Certainly the teachers in my area may like me pers 
ally, but they sure did not like the fact that we would 1 
fund 60% and they had a commitment from the NDP t 
it would fund the 60%. I think the teachers’ leaders! 
clearly believed it and in fact passed a resolution suppt 
ing the NDP and mustered a lot of financial resour 
behind it, as well as helping organizationally. If there v 
an issue that the leadership of the educational commur 
got behind, it was the 60%. I think the NDP was very cl 
on it. 

My question really is, were you as surprised as I was 
find that the definition the minister has for the 60% 
cludes teachers’ pensions and capital, and that the minis 
is planning to cap the spending on education provinciz 
to control the 60%? It was quite a shock to me yesterday 
hear that, because that was totally contrary to what I th 
the commitment was. I was wondering if your organi 
tion was as surprised to hear those three things. It inclu 
capital, it includes your pensions and there will be a cap 
the per-pupil spending determined by the province. 

Mr Martin: I will start the answer off and my ¢ 
league to my right will conclude. When we say 60%, 
are talking about operating expenses of the board. We 
not referring to our superannuation and we are not rei 
ring to capital expenditures by the boards, so are we s 
prised that the minister mentioned that in her statemen 
guess you could say yes, and we would have to disag 
with her statement. If we go back to 1975, when the le 
was 60%, I believe—and I will turn to David—the “oy 
ating” was basically operating expenses. 
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Mr Phillips: No capital, no pension. 

Mr Martin: No capital, no pension. So if we 
going to move to 1991, we had better add on what 
percentage was with capital and superannuation in 1 
and make sure that we are playing with the same figure 
1991. David might want to add to that. 
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Mr Lennox: I can add two or three things to it. First 


all, back in 1975 there probably was very little capital 
yey available because of the declining enrolment situa- 
n. So that will not be a major part of it, but pensions 
rtainly were a major part and they were not included in 
» 60%. 

This concept was perpetuated by a former Treasurer, 
en he conjured up this idea that the 60% is 60% of 
yat? I think we have to go back and make sure that we 
ve everything on a level playing field. The Minister of 
lucation, through her bureaucrats to this committee, per- 
tuated what a former Treasurer had stated, and that was 
it we are going to put in the pension money, we are 
ing to put in the capital money and we are going to 
‘get that for 60%. 


Mr Phillips: She said she ran on that. That was her 
mpaign platform, that included— 


Mrs Sullivan: She said that was her understanding 
d she answered directly. 


Mr Lennox: That may be, and I am not going to chal- 
age that here. The aspect, as far as I am concerned, is 
at the 60% has become a very symbolic number. Some- 
dy has to ask the honest question: 60% of what? Then 
iu have to go back and ask a more honest question: How 
uch does it cost to educate a child in the province of 
atario? I believe the Fair Tax Commission will not ad- 
ess this. I believe it has such a huge mandate that the 
a section will not get the profile it deserves and 





uires. 


| I believe that until we get the recommendation from 
2 select committee which asks for a task force studying 
lancing of education and asks the fundamental question, 
w much does it cost to educate an elementary child and 
secondary school child and a community college student 
da university student, we can play at all sorts of games 
this province, but we will never come home to answer 
at question. The 60% will be symbolic. We will play 
ese games called “60% of what, and what’s included in 
” And Mr Stockwell’s “Good luck to you.” 


I think it is incumbent upon the government to set up a 
ik force to study financing of education as immediately 
it can, so that we do not get to the fourth year and it 
ys, “Oh, now we are going to set up a task force.” I am 
dking for within the next six months. 




















Mr Phillips: It is clear in your brief what your defini- 
m was. I was in many staff rooms having to debate the 
sue with other parties’ members. So it is very, very clear 
my mind, and I think there will be some very interesting 
bates in staff rooms over the next few months. 


Mr Fletcher: I am just going back to what the Minis- 
‘of Education said yesterday, and perhaps Mr Stockwell 
is not here when she was saying it. I am not sure if he is 
Te now. I am certain that the 60% figure was there, and I 
(ow that during the campaign we did say over a five-year 
niod and that is what you are looking for, over a five- 
jar period. We do understand it is not an overnight thing, 
| you said in your brief. 


Mr Martin: That is correct. 





Mr Fletcher: What would you consider to be a first 
move towards the 60% over a five-year period? 


Mr Martin: That is a good point. I think what I men- 
tioned at the outset is that we continually see the line dip- 
ping. If this year we even saw it rise, we know we are 
heading in the right direction. I have heard figures of 10% 
to 15% in other briefs. I believe it would be a very positive 
reaction if the gap started to close at the elementary and 
secondary level, that the one-two funding that was pro- 
moted through the previous government was maintained 
and probably extended and that the overall expenditures, 
or the ordinary expenditures to a school board, in fact, 
showed less of a responsibility to the local taxpayer as 
what currently stands in this province. 


Mr Fletcher: I tend to agree. 


Mr Sutherland: I want to ask you a rather blunt ques- 
tion because it seems to be popping up among some of the 
property tax coalitions that exist within this province, and 
that is the question of teachers’ salaries. I think in my 
board 75% of the cost of the education is teachers’ salaries. 
We got from the Ministry of Education that on average it is 
63% of the total cost of education. Many of these property 
tax coalitions are saying, “If you’re going to look at cost, 
you have to look at where the largest area is,” and they are 
looking at instructional salaries. And in some cases they 
have called for zero increases in all areas of public sector 
further increases, or no more than inflation. What do you 
say to those people when they suggest that the prime area 
of looking at controlling costs is teachers’ salaries? 


Mr Martin: I think the first thing I would talk in 
terms of is the qualifications that the teaching force cur- 
rently has in the province of Ontario. Elementary and sec- 
ondary teachers are probably the best trained here in 
Ontario over anywhere in Canada, the number of people 
now who have master’s degrees in education, early child- 
hood certification, special education certificates, computer 
knowledge etc. When I look at the number of years it takes 
for a teacher to become qualified—three years of univer- 
sity, usually an honours degree after that plus a year at the 
faculty of education—it is not something where you just 
leave high school and become a teacher. There is a lot of 
growth involved. 

As far as I am concerned, when I look at the qualifica- 
tions, when I look at the number of hours that teachers put 
into their profession and the job they are doing in Ontario, 
the actual costs of those salaries are quite within reason. 
When you compare it to other professions, I think it clearly 
shows that teachers are not overpaid in Ontario. 


Mr Lennox: May I expand on that just for a second? I 
have talked to several taxpayers with that attitude and I 
commented to them quite frankly about two things. One is 
that they are frustrated because of the burden on the local 
property assessment, which is a regressive tax. They are 
frustrated on that because of the downloading of the pro- 
vincial government to the local taxpayer. They are using 
anybody who comes out of the public purse—teachers are 
a good example—as a scapegoat for their frustration. 
While you talk about zero-based increase for teachers, I 
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think we are taking the brunt of something we do not 
deserve. . 

The second aspect of it is, having been an elementary 
school teacher and an elementary school principal for a 
number of years, I found this philosophy between elemen- 
tary teaching salaries and secondary teaching salaries to be 
very interesting. With the very high number of elementary 
teachers with their degrees and with their master’s degrees, 
with the reduction of class size in the elementary schools, 
which has created the need for more teachers, that was 
denied for years and years in elementary education, right 
up until 1980 when To Herald a Child was produced. 

I think between 1980 and 1990 we saw a great deal 
more influence and impact upon the elementary education 
reduction of class size and this has caused some of it as 
well. All of that, or the vast majority of that, has been 
translated on to the local taxpayers’ back and it is time we 
stopped that so we can give them some relief. 


Mrs Cunningham: Welcome. It is good to see you 
again. I thought you did a very good job of quoting the 
NDP policy, but it was not alone, you know. The policy 
statements with regard to class size and increased funding 
were probably part of the mandate of many elections over 
the years. In chatting with some people who have been 
involved almost as long as you have, they tell me about the 
meaningless use of the words 60%, because it is 60% of 
what? 

1620 

I would encourage you to expand upon page 2 of your 
brief, given the announcement yesterday, and explain ex- 
actly what you mean by way of a footnote today, so that 
we can get it into the Hansard. You say the 60% target for 
the provincial share has become a symbolic one in the 
education community. Given that the minister was, I think, 
throwing a few other things in yesterday which many of us 
will not complain about—having the other things thrown 
in—as long as people clearly understand what the 60% is, 
I think quite frankly what we are looking for is for the 
province to pay 60% of the operating costs eventually, 
down the road, if it is at all possible. That is my under- 
standing of your position. If it is, I would just like you to 
verify it, because that is not what we are hearing in the 
halls of this Legislative Building today. 

Mr Martin: It is our position that the government 
would pay 60% of the operating costs. 


Mrs Cunningham: Based, I assume, on the research 
that you people have done in the operating base funding 
for 1973. 


Mr Lennox: The answer is yes. The second answer is, 
we would be quite prepared to provide some supplemen- 
tary information on that and develop some questions that 
would raise the interest level in the Legislature once it 
resumes. 


Mrs Cunningham: I am assuming you are aware of 
the trustees’ position earlier today when they asked for a 
concurrent committee to take a look at education financ- 
ing. I am also assuming that in your presentation this after- 
noon that is what you want as well. Given that the Fair Tax 
Commission is looking at expenditures, I think, across the 


government and the subcommittee will be looking at ot 
ministries—at the subcommittee, my understanding is 
education will be part of it and that we will be lookin 
other ministries—you are asking for some concurrent ¢ 
cussions with regard to funding education, to build o1 
suppose, what we heard in 1985 with the Macdonald cc 
mission, and probably take in some new demands that 
all know about. Could you clearly tell me what your i 
of that model is? 


Mr Martin: I believe the model that we would 
most favourable to is recommendation 3 from the se 
committee on education, which dealt with all partne 
education getting together and finding out exactly w 
that true cost is. I do not have the exact wording, but! 
are on record in Hansard already a number of times to t 
that recommendation that was put forth by the select CC 
mittee and put it into action. | 


Mrs Sullivan: In her responses to questions yesterc 
the minister made it very clear that she would be look 
not only at including capital and at including teach 
pensions, but also including the cap, as she was defir 
what 60% of the funding of education meant. You h 
indicated that you believe the 60% refers to operat 
Your figures in your presentation speak about spenc 
$789.99 per pupil over the grant ceiling. I gather that th 
are for the public boards. The Ministry of Education 
ures show a spending of $1,106 for all boards. 

Do you see in the 60% operating funding a posi 
where there ought to be a cap, or should all of the func 
be subject to the 60%, the operating expenses? 


Mr Martin: If I can talk first of all in terms of wl 
our figure came from and where the $1,000 came from. 
did the grade 5 math question, where we added up 
overexpenditures of every board across the province 
divided by 70 or 150, whatever the case was, and thi 
how we got our $700. If you prorated them or weigl 
them, as they have in the ministry, we would concur \ 
the minister that it would be approximately $1.000-f 
So we are in agreement with that. 

The second part of your question dealt with, how fa 
this 60% and where does it cap? I believe the cap is de 
mined when we investigate exactly what we shoul 
paying for in education. There are frills to education. 


Mrs Sullivan: But your position now is that 609 
operating expenses, whether approved or unappro 
ought to be covered by the province. Is that your posi 
now? 





Mr Martin: Approved costs, operating costs. 


Mrs Sullivan: Operating costs and approved cost: 
not the same thing. 


Mr Lennox: You are correct. 
Mrs Sullivan: You said “operating.” 


Mr Lennox: Yes. The operating costs—the first t 
that you have to do is start looking at more real 
ceilings, and then you cannot analyse that until you loc 
what the cost of education is. We know that whateve: 
have, there will always be boards determined to 5] 
above that amount of money. If you have 60% of 
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erating costs on a more realistic ceiling, that is a good 
ace to start, but the total costs, you will never end up 
ving all 200 and some boards in the province of Ontario 
ving every cent paid on average of 60%, because of the 
cessity for special programs in any given area. 

So I think the problem, when we hold this discussion 
the 60% situation, is that we have to go back to the 
sics, that the ceilings were unrealistic. So we cannot 
en identify 60% of approved or operating. We have to 
mand say, what are the operating costs of a board? Then 
2 turn and say, okay, what is 60% of that? And we say 
at is realistic; now what is that on average? 

Then what are the programs we want to operate in 
atario? If we want heritage languages, let’s put those in 
e operating costs. If we want this for special education, 
1e. If we want this for guidance, fine. That is why I said 
e 60% is symbolic right now, because we have all sorts 
‘the puzzle out there that we have to sit down and an- 
se and people have been avoiding it now for a decade, 
ied on several other important things in financing edu- 
ition along the way, the Bill 30 funding and the pooling 
dso forth, but have not gone back to ask some very 
Hamental questions on financing education. 

I know I have slightly evaded your question. It is be- 
se I do not have a good answer, because until we start 
Idressing the realistic ceilings there is not a good answer. 
_Mrs Sullivan: But what I do hear you saying is 60% 
"total operating, because the boards will determine the 
eds of the individual communities. 


Mr Lennox: They will, but there will be boards that, 
) matter what you set that at, will increase their level of 
ysts and the government must be accountable at some 
scision on the cap. You cannot have open-ended funding, 
guess is the answer. You are going to have to have some 
vel of grant ceiling out there. That is an understandable 
ec on average to educate a pupil in the province of 
ntario. 


| Mr Phillips: I think it is very clear in the breakdown. 
he ministry figures are 41%—that is what you said in 
am document—and commitments to go to 60%. 

Mr Lennox: That is right. 

_ Mr Martin: That is correct. 

_ The Chair: I would like to thank you for your brief 


‘is afternoon. Good luck in your deliberations. We cannot 
ait until February. 


























ONTARIO SECONDARY SCHOOL 
TEACHERS’ FEDERATION 

The Chair: Our next presentation is the Ontario Sec- 
idary School Teachers’ Federation; Mr French, if you 
ould introduce your companion to the committee. 
_ Mr French: I am Larry French, legislative researcher. 
ith me is Neil Walker, my esteemed colleague, executive 
sistant for communications. We are the B team. The A 
am is back at the ranch. It has an important pre-assembly 
eeting and the president sent his best regards and is sorry 
» cannot be here to deliver this brief himself. 

We will try to keep it brisk. It has been a long day for 
du guys. I sympathize with what you are going through. I 





would just like to mention that we do represent 42,000 
teachers and workers in education, professional and non- 
professional employees. We will do it a little differently. 
Neil will read the recommendations of the appropriate sec- 
tions first from the compendium and then I will speak 
briefly to each of the recommendations. 


Mr Walker: Thank you, Larry. Take a look please on 
page 4. There is a compendium of recommendations 1 
through 3: 

“1, That the Treasurer reiterate in his budget statement 
the commitment of his government to raise the provincial 
share of education costs to 60% over five years and to 
outline the concrete steps he intends to take to implement 
this commitment. 


“2. That the provincial share not be restricted to 
‘approved’ costs, that it exclude payments for capital and 
the teachers’ superannuation fund, that it be so defined 
publicly and that it not be changed unilaterally. 


“3. That the transfer payments to school boards be in- 
creased by a minimum of 11% for 1991.” 
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Mr French: Everything flows a little bit from the pre- 
vious discussion, as you can realize. We, as educators, like 
the NDP’s Agenda for People, especially the 60% funding. 
We have talked that over with Mr Phillips. 

We mention in appendix A the OTF news release at the 
time of the leaders’ debate, endorsing Bob Rae’s position 
and asking the leaders of the other parties to join up. We 
call on the Treasurer to do the same, to define the 60% 
accurately, the way we have just outlined, and to outline 
the steps he plans on taking towards meeting that commit- 
ment. 

We think there is a series of steps that the government 
has got to take to move towards meeting that commitment, 
even though it does not happen overnight. There has been 
a lot of support in the community for it. The Macdonald 
commission has recommended it. T think there is a con- 
sensus in the New Democratic Party that it is out of kilter. 
At one point it recommended 80% funding from the prov- 
ince, 20% local. Certainly from the public school commu- 
nity and the separate school community, we think the 60% 
barometer, no matter how we define it, is about right. 
There is community support for it. 

We have mentioned the Environics poll during the 
election campaign or just after, that 75% of those surveyed 
supported a move to an increased share by the province. It 
is a problem that is coming to the attention of the taxpayer 
locally. 


On graph figure 1 on page 7 we show you the impact 
of the withdrawal of the provincial share. Public local edu- 
cation used to get 13% of the budget share; now it gets 
about 5.3%. That is a dramatic decrease in funding prior- 
ity. If you look on page 8 you will see the dramatic decline 
that my colleagues from OPSTF referred to. This one is 
public secondary education. It goes from the high-water 
mark of 59% down to 26% this year. That is the lowest 
since 1944. In 1944 the province funded at 13% because of 
difficulties we can all relate to. We have added for your 
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delectation our election time underfunding kit, the media 
kit we gave out. 
Mr Phillips: It looks familiar. 


Mr French: It got a lot of attention, as you can well 
imagine, during the election campaign. One of the things 
we do point out there is that in comparison with competing 
jurisdictions like the United States neighbouring states and 
the other provinces of Canada, our expenditure per pupil, 
even though it does seem high, is not totally competitive. 
Other provinces are doing better than us. 

We also point out that the effort in Ontario—and I 
think this is a key part of the whole discussion—is the 
lowest in the country. The per capita effort directed to local 
education is the lowest in the country, except for British 
Columbia. There is a little bit of room to muscle in and to 
beef up the commitment to education, we feel. 

As a starting point, we endorse OPSBA’s position that 
the transfer payments issued should go up by 11%, and if 
the mill rates across the province were 11% last year, we 
estimate that would immediately keep them at 5% this 
year. 

There are a lot of tax revolts brewing out there. You 
folks with local connections know that, in the Hamilton 
area, London area, eastern Ontario. I think your brothers 
and sisters in local government need a little help. They 
would certainly appreciate it in this election year, if you 
could help them. 


Mr Walker: Recommendation 4: “That Bills 64 and 
65 be amended to mandate the delivery of adequate com- 
pensation to public boards for any revenue losses incurred 
through the imposition of the pooling of commercial and 
industrial assessment, and that the finance branch of the 
Ministry of Education be directed to develop and publish a 
method of calculation of such losses based on the actual 
revenue transfers from public to separate boards and the 
concomitant funding shortfall suffered by the former.” 


Mr French: We are talking of sort of a spillover of 
separate school funding. During the debate on Bill 64, 
which some people will remember, the NDP, supported by 
the Conservatives, wanted an amendment to the bill that 
would guarantee the compensation to public boards. The 
government was not keen on that approach. I guess they 
felt it would tie their hands a little bit too much. 

We calculate that it is a significant revenue loss to 
public boards this year. The estimate that was made in the 
Ontario Public Education Network study was a $12-mil- 
lion loss. That rises in escalating steps to $116 million 
annual loss to public boards by the sixth year of imple- 
mentation. This is too much to ignore, and this is taking 
into account already the government compensation pack- 
age. 
The new OPEN study will be announced very soon. 
After one year’s experience we are keen to see it. We are 
sure it will verify the truth of what we outline right here. If 
there is not enough compensation offered to public boards, 
local public taxpayers through their local mill rate will be 
supporting or subsidizing separate education. We do not 
think this was the intent of Bill 30. 
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Mr Walker: I am going to quote recommendation 
and 6 on page 4: “That special funding assistance be | 
fered public boards struggling with the aftermath of se 
rate school extension to permit them to offer a via 
program to those students and parents committed to n 
denominational education” and “That an English first-] 
guage grant modelled on the French first-language gr 
be offered to boards having a minority English-langu: 
section.” | 

Mr French: The single-school communities wh 
separate school funding has been implemented are hav 
a rough time in some areas of the province, areas that 
have brought to your attention. We have talked to the m 
ister about Rayside-Balfour having a very difficult ti 
because of a competing separate school that is draw 
away its enrolment base. It basically needs help, a sn 
French-language school that served the community fo 
long time. It needs more help than the Sudbury board 
give it. It needs provincial help. Essex county is erupti 
Right now there are stormy meetings down at the bos 
There is an imminent transfer of a couple of schools 
single-school communities that Bill 30 was supposed 
protect. 

These parents in the public school community, as | 
can imagine, are in a very difficult situation. We feel 1 
the responsibility for Bill 30 and solving the problems 
Bill 30 is not the public board’s problem. It is mainly 
problem of the provincial Legislature. All three parties 
support Bill 30, and we feel it is up to the province to fi 
it adequately to make sure that the single-school comm 
ties are not threatened. 

Prescott-Russell is a very special case. It lost all 
French-language high schools during an en bloc tran: 
and was left with a burden of debt that is significant an 
capital commitment that has never been delivered up 
We call on the government to recognize those difficult 
It is also almost unique in that it is English-minority | 
guage. It has a very small base from English-speak 
pupils, and we recognized that in the French first-langu 
grant. We feel this board needs an English first-langu 
grant to help keep it viable. 


Mr Walker: Recommendation 7: “That the desigt 
the per pupil ordinary expenditure ceiling elementary. 
secondary be rigorously linked to the program cost: 
each panel, that they be raised to realistic levels to ref 
these respective costs, and that the grant to adult conti 
ing education be raised to reflect real program costs.” 


Mr French: This is a very delicate area of the bt 
Where are my colleagues? I guess they have decided nec 
be bored with it. The ministry memo B-11 did focus 
attention wonderfully, let me tell you. It is the one 
OPS referred to, a top-up of grants, $50 elementary, 
secondary, to close the gap. We have done a lot of lister 
on the close-the-gap argument. We have been told by @ 
of people that it makes sense to fund elementary stud 
the same level as secondary students, that one studer 
worth as much as another. Quite a few MPPs have tol 
that. 


We felt that we should take a look at that assumption 
cause it does not deserve to go unexamined. We agree 
ery child is worth another, every student is worth an- 
her, but some cost more to educate than others. We draw 
2 analogy of the family with children to nourish and to 
phe. It costs more to provide the necessities of life to a 
enager—all parents would agree, I think—rather than to 
shild who is of elementary age. In the same way, without 
luing in any way, it costs more to educate a secondary 
ipil than it does an elementary. This is what we call the 
ibborn and irrefragable reality of educational funding. 


Mr Stockwell: Irrefragable? 


_Mr French: Irrefragable, right. We took that from the 
ienam war. The levels at which the per-pupil expendi- 
res are designed recognize this. There is a reason why 
e secondary ceiling is higher than the elementary; it costs 
ore to educate these pupils. 












fl to the local mill rate and the local share, we referred 
the tyranny of the local mill rate. None of these boards 
vend unless they absolutely have to spend, especially if 
yu are over the ceiling level. Former trustees will recog- 
ze this, because it is total local dollars, no grant ingredi- 
it whatsoever. 

| On page 15, we have tracked for you the growth in 
ver-the-ceiling expenditure, and it is nearly twice as high 
the secondary level. As the grant rises, the over-the-ceil- 
g expenditure at the secondary level rises almost twice as 
lickly as at the elementary level. If you look at the graph 
1 page 15, you will see that the secondary over-the-ceil- 
ig overshadows significantly the elementary over-the- 
tiling. That has been a constant pattern. Board 
‘penditure patterns bear that out. They spend what they 
e forced to spend, and the secondary panel, separate and 
iblic both, spend more than elementary. 

We do not say that we should keep the elementary 
jant down and the secondary up. We would like both 
‘ilings to go to realistic levels that are program oriented. 
e look at the program, we decide how much it is going to 
ist to educate everybody and we design a realistic ceiling 
‘that respect. 

At the same time, we think we should look at adult 
lucation. A large part of our population and a large part 
‘Our immigrant population are adults. Their grant is only 
lout half what it costs to educate them. It should be real- 
tic, as the government was told a few years ago. 


Mr Walker: Recommendation 8: “That a major in- 
ease in the allocation to school capital projects be made 
both new and repairs and renovations accounts to begin 

| Close the capital needs deficit.” 


Mr French: We will just steer you very quickly 
rough the deficit. In 1989, the deficit between allocation 
id requests was $941 million, about $1 billion; this is 
iblic and separate. In 1990, it has risen to about $1.5 
llion, and unless the government addresses this very 
lickly, there will be no solution. 

Now the good part of the brief. 
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Mr Walker: Recommendation 9: “That the Treasurer 
implement as quickly as is feasible the progressive taxa- 
tion policies included in the Agenda for People.” 


Mr French: We have referred to the fact that the On- 
tario effort to education is not as great as that of most other 
provinces. We support the Agenda for People approach to 
progressive taxation. We think that is the way to go. 

There is a misprint on page 18 in our policy. The last 
word of our policy about federal and provincial taxation 
policies should be the word “taxation,” not the word “‘in- 
come”—“an equitable distribution of taxation.” A signifi- 
cant difference there. If you could change that, that would 
be great. 

We suggest that these taxes would be supported by the 
public. I think the NDP garnered support for them during 
the election campaign. We suggest that the government 
consider a new tax, a leaving the province tax, that is sort 
of like a death tax only it is triggered by exodus, so that 
those companies that have profited from the infrastructure 
in Ontario return something to Ontario when they leave. It 
seems that a lot of them are leaving at the moment. 


Mr Walker: The final two recommendations: “10. 
That the Treasurer and the Minister of Education investi- 
gate the creation of unified school boards which will en- 
sure continued provision of educational services including 
those offered on an open-access non-denominational basis 
by public school boards, and those required by the Consti- 
tution of Canada for francophone and Roman Catholic citi- 
zens of Ontario. 

“11. That the Treasurer offer incentive grants to any 
boards willing to achieve economies through an integrated 
or co-operative approach to the delivery of educational 
services and program.” 


Mr French: We feel that it is time to consider, in the 
light of the pressure on all our fiscal resources in the prov- 
ince, that the unified school board would reduce wasteful 
duplication, as we see it. We mention some of the things 
that occur. One of the things that is difficult to justify, but 
it is a fact of life, is the assessment bounty hunting. Both 
systems now are defending their taxation base with very 
aggressive taxation search-recruitment programs and as- 
sessment defensive mechanisms. It does not make sense. 
That does not contribute much to what happens in the 
classroom. 

We must say that several public boards have extended 
a hand to their coterminous boards, but it has not been 
really picked up. I do not think there is enough encourage- 
ment given by the province for them to do so. We suggest 
to the Treasurer that he facilitate this by making it worth 
everybody’s while. In the short term, it might cost a little 
investment but in the long term, there would be a lot of 
payoff. 

Transportation: for example, if you structured the grant 
so that each coterminous board offers an independent 
transportation system, it might be funded—it is funded 
fairly rigidly—70%. However, if 75% of their pupils are 
on a shared system, you could bump that share up to 80% 
and take some of the local burden off, but the total pack- 
age, we are convinced, would cost much less. Harry 
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Bowes knows what is happening in York county. The Au- 
ditor General pointed out that there is about $1 million in 
overexpenditure in the separate board transportation bud- 
get. There are ways of making enormous savings through 
this approach. 

Finally, we too have a task force on the funding of 
education and delivery of services and the president has set 
it up. We refer to it at the bottom of page 20 and we will be 
ready to collaborate with the government whenever it is 
ready to receive input from groups like ours. We are eager 
to participate. . 

We mentioned that we are taking a very good look at 
Children First’s recommendations. At this point we sup- 
port co-ordination of services but not the creation of a new 
superministry, which we think would be costly. 

We urge the committee to see educational expenditure 
as a needed investment in Ontario’s future. Thanks again 
for your attention. 


Mr Sutherland: My question is on recommendation 
3. When OPSBA was in here earlier today, it recom- 
mended the same amount, a minimum of 11%. When they 
were here, I asked them what type of impact they felt that 
would have on property taxes. I did not really get an an- 
swer from them that they could give a definite amount. I 
would like to know, since you have the same figure, how 
did you come to the 11% figure and what impact do you 
figure it would have on property taxes in the upcoming 
year? 

Mr French: This would change the chemistry of the 
transfer and of the local and the provincial share. In the 
last couple of years, the mill rates across the province— 
and this is fairly rough—rose by about 11%. If their spend- 
ing patterns stay the same, in other words, no big, new 
ingredients that we cannot anticipate, but they were going 
to do roughly what they were going to do before and the 
11% on the basic transfer grant was there, probably they 
would only need about a 5% to 6% increase. It would 
make a major— 


Mr Sutherland: So basically an inflationary at the 
property tax level? 


Mr French: It would be inflation plus 11%, a signifi- 
cant help to these local boards. Oh, I see, an inflationary 
rate for the mill rate. 


Mr Sutherland: For the property tax owner. 
Mr French: Right. Absolutely. 


Mr Sutherland: I would be interested in having you 
answer some time the other question I asked the public 
school board, but maybe I will ask you that separately and 
let someone else in. 


Mr Cousens: I want to congratulate the federation on 
an excellent presentation. I think that you have, as usual, 
put together an excellent document and I will be going 
back and looking at it further. I sincerely hope that your 
time is not wasted. It was not wasted in August when you 
were making presentations to the different politicians. Ev- 
erybody was listening to you then. 

I just want to know whether or not you had any com- 
mitments from the present government, which did not 


think it was going to be the government then, on wha 
would do on some of the recommendations when we 4 
all talking about them in such a friendly way back seve 
months ago. Do you have any evidence that they wo 
have been supportive and co-operative? What feelings 
you have or proof that we could use in the House oi 
committee just to remind them of commitments that t 
made? 


Mr French: Election campaigns are very enormo 
sensitive times and everybody is listening a little har 
than they do normally. That is absolutely true. 

Mr Cousens: I can tell you, we are always listen 

Mr French: Good. 

Mr Stockwell: And they are always promising. _ 

Mr French: Right on. We were very supportive of 
NDP commitment to the 60% funding. I am sure it ' 
sincere. We accepted that it was sincere and that a \ 
would be found to make it happen and we did not ant 
pate that the New Democratic Party would form the g 
ernment. We were in the same position as everybody € 
However, we welcomed that commitment and we are s 
the government is going to take it very seriously. 

1650 


Mr Cousens: Did they make any other commitme 
on your recommendations prior to election? 


Mr French: No, actually we had been discussing @ 
of curriculum-related matters with the New Democr 
Party. Basically, we were happy with its commitmen 
the 60% funding and that was the major area of our disc 
sion prior to the election, the streaming, destreaming. 


Mr Phillips: I am interested very much in the 6 
As you know, Neil, in Scarborough that was a big is 
with all of my friends, who really hammered our p 
pretty heavily on it. 

Mr Cousens: So they should have. 


Mr Phillips: He drops in for about 10 minutes, y: 
and then leaves. 

In the press release that the Ontario Teachers’ Fed 
tion put out I think it was quite clear, because you 
tioned the 41% funding, which is the ministry fig 
operating, and the NDP commitment of 60% funding. 
minister yesterday said that she campaigned on the basi 
the 60% including pensions and capital. That was the : 
time, because I have debated the detail of that often \ 
OSSTE. The leadership was very much involved I thin 
this. Was it the understanding of the president and 
leadership of OSSTF that was what she was campaig! 
on, or did you have some assurances that 60% did 
include the pensions and the capital? 


Mr French: I think the Agenda for People menti¢ 
the 60% without going into the specifics. However, 
understanding was that everybody understood that it 
the 60% that had been defined in 1975, the high-w 
mark, and that the benchmark had moved down to ¢ 
and that it was going to move back up to 60%. If 
define it the way the minister seems to be defining it r 
now, and we have already communicated with her that 
disagree with this definition, then rather than the ¢ 
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are right now, it is a 57% share. There is about a 17% or 
% difference in those figures. 


‘Mr Phillips: Never flew when we tried it. 


Mr French: Therefore, in terms of 1970, what Dave 
mnox was talking about, probably it would have meant 
it the high-water mark was about 67%, 68% in those 
ys, So we would have to redefine everything in order to 
ick it and to maintain consistency in the tracking. That is 
1y we asked the Treasurer: “Define it, please, and stick 
th the definition. Then we do not have to worry about 
iat the definition is. We do not have to debate that one. 
t’s debate the amount.” 


Mr Phillips: Were he to do so, he would impose a 
uch-needed measure of integrity on our discussion. I 
nk that is an important line. 


Mr Fletcher: I just want to say that I liked your pre- 
intation. I think your brief was very good and I agree 
ith many of your recommendations, especially the one 
en it comes to co-operation between the school boards, 
ith different systems, the separate and the public system. 
hink it is about time that began. I know it is something I 
lieve in and I know there are many others in our caucus 
ho believe in that also, so maybe we will start moving in 
at direction. 

It is funny hearing OSSTF defend some of the prac- 
es of the school board, especially when you have negoti- 
d with school boards. But some of the spending habits 
‘the school boards, as you say, they are trying to defend 
ir tax base and they are vigorously promoting their 
yards’ advertising and spending on big budget items such 
community relations and things like that. If some of 
se areas were eliminated from the school boards’ bud- 
tts and they stopped what I call wasteful spending—be- 
use I was a trustee and I did vote against budgets that I 
ought were excessive—that in itself would go a long 
ay towards lessening the impact on the local taxpayer. 
thaps if it started at that level also, then we as a govern- 
ent could probably move in a little more. I think it has to 
ork in both areas. I think local boards also have to be 
countable. Do you think local school boards should be 
ade accountable by the Ministry of Education? 


Mr French: Yes, the select committee looked at that 
le very strenuously for a year. I think they are relatively 
countable right now. The province is the senior level of 
)vernment and the province can really dictate the terms 
ider which a school board will operate and I think the 
countability from the point of view of the province is in 
w much it gives, and the programs it dictates too, I must 
imit. But the real tyranny, as we refer to it, is the account- 
lility to the local taxpayer that the board must meet. I do 
it think any board is irresponsible in this respect. It does 
hat it has to do and tries to be as efficient as it possibly 
n. I am sure of that. 


Mr Fletcher: Thank you for your political answer. 


_ Mr Cousens: A number of your statements were po- 
ical too. 


Mr Fletcher: Yes, but I am paid for it. 
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Mr Stockwell: Actually, I think more than yourselves 
are confused with the Minister of Education’s comments 
on interpretation of the 60%. If that was her interpretation, 
she did not tell her leader, because the Premier certainly 
did not interpret it that way during the election. I know full 
well, according to the information Mr Phillips has given, it 
is the same position that was put forward by the NDP 
candidate in my riding and the ridings around. The only 
one who appears to be confused is the Minister of Educa- 
tion, and that is really important because she is the Minis- 
ter of Education. 

The other point that I wanted to address is the 11% to 
5%. It is true that if you get 11%, your school portion of 
your local tax bill is going to be—potentially you are look- 
ing at a 5% increase in the mill rate. But again, it does not 
reflect directly that your taxes are only going to go up 5%. 
You have to include the region and the local councils and 
so on and so forth. I want to leave the message very clearly 
that simply 11% does not guarantee a 5% hike, everything 
else being considered. 

Mr Sutherland: Should be the education portion. 

Mr Stockwell: Just the education portion. 

Mr French: That is what they are referring to. 


Mr Stockwell: There are a lot of sections; in Metro it 
adds up to about half your tax bill. 


Mr French: I am sorry, the education portion. 


Mrs Cunningham: I will just underline for you to 
maybe revisit your definition of the provincial share and 
your concerns about it, as with the former government, and 
how closely your concerns match what was stated yester- 
day. I am just drawing that to your attention. 

The question I would like to ask you now is a process 
question. You have I think some interesting solutions and 
ideas for the government to consider as it takes a look at a 
tremendous responsibility in the funding of education. To 
be specific, you talk about progressive taxation policies, 
which I may or may not disagree with; I have not given it a 
lot of thought. It is the first time I have seen anything like 
that in a brief of this type, but that is interesting. 

The unified school board: I certainly have had some 
experience with school boards and have always recom- 
mended the sharing of services and cutting down costs to 
taxpayers. So I think you have some interesting advice. 

How do you best see your advice being dealt with in a 
public forum? I would like you to respond to how you see 
the Fair Tax Commission working, and the subcommittee, 
and respond to the recommendations that we have had, 
both from the public school teachers, elementary, and from 
the school boards earlier today. 

Mr French: Actually, we were very encouraged by 
the response we got on Bill 12, where amendments that 
you brought forward were accepted by the government. 
We thought it was very helpful, a good signal. We are 
ready to participate in that public process. 

I mentioned that we do have a task force at our of- 
fice which is looking at these things. Our educational 
finance committee is looking at them. We have one of 
the best persons in the province, John McEwen, working 
with us. We are going to define what we think a board 
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should be spending and we are going to attempt to get a 
definition of what the 60% means in real terms for the 
province and then what is the local burden, no matter 
what it might be, and if Toronto decides to do a little 
better, great. That is beyond the 60% commitment. 

We are drafting that material right now. We will be 
ready to plug it right into the Fair Tax Commission, plus 
the ministry’s interministerial review of educational fi- 
nance. We consider ourselves to be one of the stakehold- 
ers in the process and we will mention to the minister 
that we think we can helpful in this area. 

We are meeting with the minister later in February 
and we will outline these procedures. We are getting 
government help to come to speak to us as we define 
what we are trying to do, our task force on education 
finance. Yesterday, Colin Maloney spoke to us about 
Children First. It helped a great deal in focusing where 
we fit in the services to children and we will be continu- 
ing in that sort of global, holistic look at the delivery of 
education and other services to the children and the 
youth of our province. 


1700 


Mrs Cunningham: To be specific, the other two 
groups have asked for concurrent discussions around a 
funding model for education, both elementary and sec- 
ondary, in Ontario, to begin immediately, given that 
their observation and concern was that the subcommit- 
tee to the Fair Tax Commission would not only include 
education funding but funding for other ministries’ pro- 
grams as well. It felt that it was too much work, it would 
take too long, and they were asking for concurrent dis- 
cussions in another arena for education financing. It is 
not new. No one has come to grips with it. 

You refer to the Macdonald commission. I would not 
want to tell you how many others I have been involved 
in over the years. So do you concur with their recom- 
mendation and would you be part of those discussions? 


Mr French: I think we would. I would have to get 
clearance from the A-team. 


Mrs Cunningham: You are in a worse position 
than I, and I am elected. I could say on behalf of my 
colleague Mr Cousens and I right now that we would 
approve of that. 


Mr French: We would be very glad to participate. 
We are offering our services, you might say. We think 
there should be a secondary representative on the new, 
reconstituted Premier’s Council on the Economy and 
Quality of Life. That would helpful since so much of 
what we are doing is involved with training. We are 
eager to participate in that process. 


Mrs Cunningham: Do not take my last comment 
seriously. I think you have made a considerable contri- 
bution to good policy decisions in Ontario over the 
years and we thank you for it very much. Again, we see 
a very positive brief today. 


The Chair: Thank you for coming. 
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YORK REGION BOARD OF EDUCATION | 
The Chair: Our next presentation is the York Reg 
Board of Education. 


Mr Bowes: We did not want to impress you v 
numbers but we hope to impress you with quality. I 
Harry Bowes, chair of the York Region Board of Edu 
tion, trustee for Whitchurch-Stouffville, which is a sub 
of Claremont; Joanna French, vice-chair of the board; 
Wakeling, chairman of the government relations comr 
tee, and we have with us our resident expert who ' 
bring the chair up when we have finished the presentati 
Bob Cressman, our director of education. 

I would like to say at the outset that this brief has 
support of the Growth Boards Coalition. Unfortunatel 
delivered these briefs to Mr Decker on Thursday af 
noon—have they got the briefs?—and we had a meetin 
the Growth Boards Coalition on Thursday night. T 
unanimously supported this and asked me to let you kr 
that. Otherwise, the brief would have been like this wit 
the names of the boards on it. 

The Growth Boards Coalition, of course, consists 
eight large boards in the greater Toronto area: the | 
Board of Education, the Dufferin-Peel Roman Cath 
Separate School Board, the Halton public and Cath 
separate school boards, the Durham public and Cath 
separate school boards and the York Region public 
Catholic school boards. 

These boards represent about 400,000 students, 90, 
of which are in temporary accommodation. I think we 
probably one of the few groups that are presenting to 
in this session representing so many public and Cath 
students together. 

We also have the support of some of our local cour 
which have passed motions supporting us—the cit, 
Vaughan, Whitchurch-Stouffville; you may have : 
some of the local papers that have publicized that qui 
bit—supporting us and OPSBA on the 60% solution. 
we have letters here. You remember last Thursday the. 
Increasing Taxes group was here and we have letters f 
that HIT group supporting us as well. 

The Minister of Education, the Honourable Ma 
Boyd, has told us that she wants solutions, not compla 
In my closing statements, we will have four recomme 
tions that you have in the presentation, plus two r 
personal solutions of my own that I will present. 

It is a great pleasure to be here and represent the 
est-growing school board in Ontario and probably in 
nation. Our board has more than a passing interest ir 
support given by the government of Ontario to the ed 
tion of our greatest resource, our young people. Our i 
est in the government’s progress to establish its an 
budget is heightened by the fact that previous budgets | 
seen support for education wane, and in the instance 0 
York Region Board of Education, the support has al 
disappeared. We are down now to less than 14% provii 
support. 

It is our intention to leave you today with only 
recommendations—plus, as I said, two of my own wh 
will include later—albeit four of great significance 
support to our proposals, we wish to identify first for y 





nber of salient facts that have given cause to the cir- 
nstances in which we today find ourselves as a corpo- 
e entity attempting to provide excellence and 
icational opportunity and outcome for 63,000 students 
111 schools in the region of York. 

Despite the numbers in this presentation being our 
n, the York region board’s, the principles in this presen- 
on are fully supported by the growth boards. I move it 
er now to Sue Wakeling. 


Ms Wakeling: A glance at the provincial scene 
dily identifies some interesting and discouraging facts 
jut the manner in which the succession of provincial 
gets has receded from the strong support experienced 
Ontario’s school systems in the 1960s and the 1970s. 
In 1975 Ontario allocated a little over 15% of the 
ince’s budget to support elementary and secondary ed- 
tion in the public and separate school systems, but by 
8 this allocation had decreased to just over 10%. That 
almost one third. That was in spite of the announce- 
mts that there were going to be additional stresses to us 
cause of the extended funding to Catholic schools. Edu- 
‘ors and trustees have been alarmed and discouraged by 
continuing decline of provincial dollars that come our 
ty. We cannot keep doing all this with the money going 
wn. The piece of the pie is getting smaller. 
The decline in the education share of provincial re- 
arces has translated into a horrendous shift of fiscal re- 
onsibility at the board level. In 1975 the Minister of 
ucation, through the general legislative grants, provided 
dport to elementary and secondary education at 61%. In 
90 that rate has declined to 40.8%, and we all know who 
s paid for the extra costs: us, the tenants and the property 
mers. We paid that. 
_A major instrument utilized in the general legislative 
ints to lower the Ministry of Education’s support to 
ards was the adoption of unrealistic grant ceilings on a 
ily basis. No school system in Ontario can begin to pro- 
le equal education opportunities and outcome for the 
sts outlined in the general legislative grants. They are 
it not realistic. Expenditures above the grant ceilings are 
only $1,000 per student. 

10 

' When you examine the capital asset needs of Ontario’s 
fool systems, the picture is equally disturbing. Growth 
ards are struggling to build new pupil places and porta- 
*S continue to mount. In York region we have over 1,000 
tables. That is the equivalent of 50 temporary schools 
accommodate the influx of students to the boards. 
The need for renovation and alterations to our older 
vilities to upgrade the roofing and the heating and the 
imbing systems, as well to meet the fire marshal’s re- 
irements and program improvements, does not stop and 
it is not addressed in those costs. We have one school 
w that will cost us more to renovate and to fix than it 
puld to build from the ground up because it is in such 
jor shape. That is one school I know of because it is in 
/ area. There are other schools that are equally in the 
/ne shape. 
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A number of years ago, school boards led by York 
Region Board of Education proposed lot levies for growth 
projects. The Legislative Assembly, after much consulta- 
tion, agreed and Bill 20 was approved. We still wait. We 
have not heard what has happened since the new govern- 
ment has taken over with lot levies and that would help us. 

Finally, on the provincial scene, it is less than reassur- 
ing to be informed by Statistics Canada that Ontario 
ranked second to last among the 10 provinces with respect 
to total spending on elementary and secondary education 
as a percentage of personal income, and the lack of reas- 
surance turns to bewilderment when one considers that we 
rank first among Canadian provinces in terms of financial 
ability to support education. We just need to go back for a 
bigger piece of a pie. . 

Mrs French: I imagine you are weary after a long day 
of listening to people asking you for money and coming up 
with solutions. We can sympathize. We were at a board 
meeting last night until 1 o’clock and we all feel a little 
world-weary ourselves. We will try and be succinct about 
what we ask. We will try and give you a snapshot of our 
particular situations of growth boards. The stresses that all 
school boards experience are exasperated by our growth. 

First, we will address grant rates, which is always very 
exciting. In 1975 our elementary grant rates of ordinary 
expenditures were 51%. By 1990 they had dropped to 
22.5%. In secondary they dropped from 57% to 5%. Capi- 
tal expenditures showed much the same trend. In 1975 we 
had 68.2% of our capital expenditures supported. Now it is 
28.2% at elementary and at secondary it went from 72% to 
28%. In 15 years we have seen a considerable diminish- 
ment of support. 

In that same 15 years our board has grown exponen- 
tially in population. I do not know whether you have in- 
cluded in your presentations the graphs that we had. 
Perhaps you want to have a quick look at the graph. It is 
the straight line that goes up in five years from 48,000 to 
63,000 new pupil places. That really sums up a lot of our 
problems. 

The grant rates applicable to the recognized ordinary 
ceilings raise minimal dollars in comparison to the total 
operating costs when actual expenditures are tallied. Cur- 
rently the York Region Board of Education expenditure 
per elementary pupil is $1,059 over ceiling, and per sec- 
ondary student it is $1,647 in excess. The excess is paid 
entirely from local tax base. . 

We showed these graphs to the Growth Boards Coali- 
tion. The one that particularly struck a chord was the one 
called “Revenue Sources” which shows that the level of 
government support has remained almost exactly the same 
for five years. In fact it declined somewhat from the 1988 
level. However, the cost to the taxpayer and the growth of 
our budget have been steadily rising. In 1985, 24% of our 
budget was offset by government grants. That has dropped 
to 14% and the local taxpayer is now asked to pay nearly 
80% of our day-to-day operating costs and capital grants. 

We receive almost no grants for secondary schools, as 
you can see by the 5.9% and for current construction of 
$100 million worth of new schools. We are building four 
secondary and eight elementary schools at this time. We 
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are very fortunate, I should say, to be building those. What 
people do not realize is that despite the fact that we have 
money granted to us, the majority of the cost is paid by the 
local taxpayer, approximately 75%. So if you build a high 
school for $17 million or $18 million, a good percentage 
of that, about $12 million, comes out of the local taxpayer. 
You can imagine when you have 12 schools, what an im- 
pact that has on your tax situation. 

The five-year forecast for new schools for our board 
totals $185 million with a further $29 million needed for 
renovations and alternations as referenced. At the current 
grant rates we have no option but to mortgage the futures 
of our young residents, thereby increasing the total costs 
several fold due to interest charges. This was a sore point 
with the growth coalition. The interest costs are carefully 
scrutinized by our board because interest paid means less 
money for classroom benefits. The ministry currently pays 
us 28% on new projects in instalments spread over three 
years. In some ways that was an advantage because we 
knew for three years where we were going to get our allot- 
ments. However, it has meant bridge financing for most 
school boards. As a result we pay approximately $3 mil- 
lion in bridge financing costs. That is 1% on our mill rate. 
In these days 1% means a lot. 

The board is forced to assume costs from provincial 
and federal mandates. I am sure you have had this ham- 
mered home to you with rather monotonous regularity in 
the last couple of days. These programs are charged to the 
school system operations, are legislated or regulated upon 
us, Sometimes with some financing but generally with no 
support. 

What is also interesting is that there has been a differ- 
ence in the way the grants are structured in such a way that 
this first covering page illustrates to you the decline, not 
only of the grants, but the fact that the actual general grant 
has gone from $1,064, and then there is a part of the grant 
that is for special use only and there is no option but to use 
it for the various mandates, such as English as a second 
language, textbooks, class sizes, etc. That gives us even 
less room in which to manoeuvre through the pitfalls of 
our financing. 

I am going to give you a rather depressing list of some 
of the things that we have to improve in our budget. When 
you explain this to the taxpayers, they are not really terri- 
bly impressed with our rationale. They say we are passing 
the buck. English as a second language is certainly an 
element for us. We are receiving a large number of immi- 
grants. There is $2.75 million we have to allot to deal with 
that and it is growing daily. Even in this time of recession, 
we have a large number of immigrants coming into the 
southern part, particularly, of York region. 

The day care operations cost us $250,000 and health 
tax $2.6 million. Pay equity: We were one of the leaders in 
school boards in pay equity, and as a result I think we have 
very good labour relations with our various bargaining 
units. However, it does cost us $3.2 million a year to con- 
tinue that. Health and safety and asbestos: In fact, last 
night our board approved a new health and safety officer. 
Asbestos has been an issue of great interest and alarm in 
York region. We have a lot of schools that are old. We 
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spent $1.5 million just removing asbestos in the last y 
The expectation is that as time goes on and the sch 
have to be repaired or renovated that cost will continu 
rise. 

GST is, we think, about $3.2 million, although I | 
expectations that it may be slightly higher than that. 
ways find it myself a bit of a shock when I get the { 
total. As you perhaps know, junior kindergarten is 
something we have as yet implemented. Perhaps now 
you see our predicament of space and dollars, you | 
understand why we are baulking at this. For us to im 
ment junior kindergarten, staffing would cost $12 mi 
and the actual accommodation—which would be 
bles—and renovations to our schools would be $19 
lion. I have real concerns about the actual probability 
happening in some of my schools which have 19, 20 0 
portables on site. There is no room left for another s 
and sometimes it just seems like a physical impossib 
Class size reduction has also created a need for por 
and that will cost of $3.9 million. 
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If you add those all together, you will understand 
the recent tax increases could amount to $26.15 mil 
which translates into 8% on the mill rate. That is not 
the taxpayers are asking us for. Most of them are askin 
for inflation, 4% or 5%. That creates real difficulty, as 
know; you heard Halt Increasing Taxes. They want to 
the line and we are really attempting to do that but 
very difficult. 

In like fashion to your consultation process, we 
currently receiving briefs from taxpayers. We have a 
get committee which now receives briefs from the pu 
We are most conscientious about our expenditures as 
denced by the Ministry of Education records comparin 
school systems. As a large board, we rank second or 
lowest in per-pupil cost and yet we have growth prob 
not experienced by many with which we are compare 
light of that, I guess we are saying we are a really fis 
responsible board. We are not in debt and we try not | 
debt, but we do have a growing and demanding sc 
system and we do need some assistance. 


Mr Bowes: York Region Board of Education re 
mends that the 1991 budget for the province of Ontar. 
established to effect the following in the name of ec 
tion: 

1. Increase the 1991 grants to elementary and sec 
ary education by 11% or $500 million as proposed b 
Ontario Public School Boards’ Association. 

There is no more to be said on that. You have I 
that many times over the past week. Another one you 
heard a lot about, and we support OSSTF and the 1 
presenters who have stated that they know exactly 
the 6% solution is. 

2. Initiate a multi-year plan to establish realistic 
pupil expenditure ceilings and to progressively return 
cation funding to a 60% level of provincial support. 

3. Initiate a multi-year plan for funding the growtl 
non-growth capital projects of Ontario’s school sys 
with a 1991 allocation of $500 million. 


The next three, we hope, may be some solutions to the 
oblem of revenue and cash flow. 

4. Review and reaffirm government support to Bill 
—education development charges—and move immedi- 
bly to permit school boards to enact bylaws in order to 
llect levies. 

I am sure you might have a lot of questions on that 
cause the director is the foremost expert on educational 
velopment charges in Ontario. 

These two are personal ones. These came up when I 
ade a presentation to the select committee on educational 
nding. Because I had a friend who was a pharmacist, 
ese health care costs came up so I am going to have to 
ention it because I think it is interesting. 
Sue Wakeling has mentioned on pages 1 and 2 the 
crease for education in the provincial budget from 15.1 
t cent in 1975 to 10.4% in 1988. As a pharmacist, I 
uted pharmacy apprenticeship in 1940, and that is over 
\years in the health services field; also a member of a 
spital board for 17 years. Also, for a number of years I 
ve had this little blue card which is very good, but I have 
iver had it so good over the past years. Mind you, I have 
Mt to get a new one; this is signed by Peterson. I have 
ver had it so good since becoming a senior citizen, re- 
from pharmacy, and looking back over 50 years in the 
alth services field I have seen the abuses in the health 
Te system. 
In 10 years, health care spending has moved up from 
'% of provincial revenues to 34%. Meanwhile education 
sS dropped from 15%. There has been a threefold in- 
ease in the Ministry of Health expenditures in 10 years. I 
as heartened by the Honourable Evelyn Gigantes’s state- 
ent today that they are cracking down on payments for 
ign health care, but I was saddened by the fact that she 
AS not considering user fees. 

Being in the business that long, in the pharmacy busi- 
'ss and having dozens and dozens of physician friends, 
© user fee in my opinion, while it may be heresy for 
me of the members of Parliament, is the way to go for 
is government to save money and increase revenues. The 
inistry of Health’s budget is the one that is out of con- 
al. 

On 6 September the taxpayers made their feelings 
own. Property taxes are out of control. It is time to 
jange the educational source. The sixth recommendation 
ithat funding the educational source has to change away 
pm property tax, whether it is income tax or whatever 
tm. We would be pleased on behalf of the Growth 
pards Coalition to be a part of what I understand are 
ying to be two commissions running concurrently, the 
ur Tax Commission and the commission on educational 
« reform. We would be willing to make presentations to 
/9se Commissions. 

We thank you on behalf of the 20 trustees of the York 
*gion Board of Education for your time and patience and 
> respectfully request your consideration of our recom- 
endations. I am going to ask Sue to go back and maybe 
> Cressman will come up. I am sure he will be able to 
| Swer some questions. 








































29 JANUARY 1991 


F-281 





Mr Cousens: On behalf of my community, the region 
of York, and as a former trustee on this board and chair- 
man of this board, I want to congratulate and thank Chair- 
man Bowes and trustees for taking the time to bring this 
forward, recommendation 1. 

I have always had trouble and continue to have trouble 
in finding the difference between the high-growth boards 
and the low-growth boards. What really grieves me as 
much as anything is, why is there not a bigger membership 
of the high-growth boards? It is unfortunate that you are 
not able to have a stronger coalition of boards across the 
province to agree with what you have got, because what 
you are talking about is a difference in the design of edu- 
cation within high-growth boards for the children there 
versus those in non-high-growth boards. 

What I see as a problem is that unless the ministry 
gives a special emphasis to the high-growth boards, and it 
has not, we are going to continue to have the battles that 
are going on. It weakens your presentation by virtue of the 
fact there is not a larger list of names on it. 


Mr Bowes: One of the problems, Mr Cousens, is that 
one of the other high-growth boards is Carleton. They are 
so far away. They agree with us but it is a long way for 
Carleton to come. They are probably the only high-growth 
board in eastern Ontario. They just cannot come down 
here to York region for a meeting. Simcoe is sympathetic 
to us, but they are a big, wide, spread-out board and it is 
difficult for them. This is on top of hundreds and hun- 
dreds—you know how many meetings we have in there, 
about fourfold since when you were a trustee. Simcoe has 
trouble. 

Diane Williams, Scarborough board, is interested, with 
the growth in north Scarborough, in what we do and sup- 
ports us but we can only do so much as individual boards 
in getting together. 

Mr Cousens: Mr Chairman, I do not want to take 
longer because you have been going longer than I have in 
this committee, all day. The differences between the high- 
growth boards and the other boards is something—I would 
like to see the differences. I can see the problems you are 
expressing that affect our area, but also I start seeing other 
areas having junior kindergartens and I see other areas 
having other services, so that you are really talking about 
distinctive differences between the high-growth boards 
and the non. Maybe that is something we should begin to 
see, because there is discrimination going on between both 
systems. 
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Mr Bowes: I do not want to take a lot of your time at 
this time of night, but these are some of the extras on 
opening a new school: inadequate funding for furniture 
and equipment, inadequate library and no funding for in- 
ventory of supplies to start up. Our growth requires us to 
buy new textbooks for that growth and that is approxi- 
mately four times as much as cyclical replacement of cur- 
rent textbooks. 

The principal is hired several months in advance of the 
school opening—in fact more than several months—and 
has to be paid. Caretaking staff are phased in at the school 
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well before the opening. All these are extra costs. Secretar- 
ial staff are in place before the opening. Overcrowding in 
holding schools and two new school openings create a 
need for extra staff. I do not know how many portables we 
had at Westminster and the crowding there—we got flak 
from the local residents in Vaughan. When the school is 
being built, we are busing the pupils to the holding 
schools. There is just a horrendous amount of busing, cost- 
ing us about $45 million now. 

The local share of new schools and portables, as Jo- 
anna mentioned, is being added to the requirement for 
local taxpayers. The major point is that we are having to 
bear the cost of the opening of new facilities while the 
grants we receive for the new pupils are required to cover 
the cost of educating these students in the present facilities. 
I think the director could go on and on about the problems 
we have in growth. 


Mr Cressman: In short, it is $1 million more than 
approved grants presently allocate to equipment in second- 
ary schools. We have four going right now. 


Mr Cousens: Is that a secondary school? 
Mr Cressman: A secondary school. 


Mr Sutherland: I have two questions, one short and 
one just on your comment about English as a second lan- 
guage. That is the board’s contribution? Are there not fed- 
eral funds for that? 


Mr Cressman: That is the York board’s cost after 
grant. 


Mr Sutherland: Thank you. Then let’s get into this 
issue of lot levies, since Mr Bowes has got into that. Sorry, 
just before we do that, Mr Bowes, your comment about 
user fees: The only thing I would suggest is to get a copy 
of the transcript of when the minister and the deputy min- 
ister were here, because they discussed that issue. 


Mr Bowes: The Minister of Health? I have read it, 
and that is why I say I was heartened by it. She is going to 
try to get some money from the foreign costs, from the 
people who go to Florida and send their bills back. 


Mr Sutherland: . There still seems to be some contro- 
versy about the lot levies. There is still a sense among 
some circles that whether there are lot levies or whatever, 
that is still a municipal burden, that the property owners 
are going to have to pay that in the cost of their houses at 
some point or other. I was wondering if you could com- 
ment on the issue as to how you see lot levies as maybe 
different from regular downloading. 


Mr Cressman: Let me recount to you a telephone 
conversation in June 1989 between me and a taxpayer who 
had just received his bill wherein we had increased by an 
average of 16.7% all mill rates in the region. His munici- 
pality happened to come in at about 21%, and the man was 
understandably upset. 

When I explained to him where the major costs were in 
the budget—they were in growth, new schools, provisional 
staff, etc—and about the underfunding, he said, “You 
mean to tell me that I am paying for the new schools being 
built along Steeles Avenue and up the Yonge Street corri- 
dor?” I said, “Yes, this is a regional school board; therefore 
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the costs are absorbed by the region and the taxes alloc 
according to assessment.” He said: “That’s not fair. 
living in a neighbourhood where we have a six-r 
school that is 38 years of age. My kids went to that sc 
and now my grandchildren go to that school. We pai 
that school, and now I am paying for what is happe 
down there? We don’t have a gym and we don’t h 
library at our school.” I said, “Yes, we are workin 
that.” That is the kind of situation we are in. 

There are 450,000 people in York region, but you 
to remember that during the growth spurt, 300,000 
original residents. Two thirds of them are saying: ~ 
what’s going on here? Why am I being soaked for all t 
new schools that are being built for people coming 
York region from outside the region and in many c 
from outside the nation?” They get some upset about it 

So there is another side to the coin that says that t 
should pay something here if they move in. A lot lev 
$4,000 or $5,000 attached on a $250,000 home, ladies 
gentlemen, is neither here nor there. We all know tha 
fact, we know that has no impact whatsoever on the sa 
houses because the developers will charge what the | 
ketplace will bear. We know that too. 


Mr Sutherland: Do you see that application appl 
throughout the entire province rather than just in Yor! 
gion? 





Mr Cressman: Only in areas where the growth is 
nificant. Don’s question about the difference betweet 
boards—there are boards that are growing in the prov 
by 500 a year and they have total enrolment of 15. 
That means nothing. They have got six schools tha 
just sitting empty. That is not an issue. Their issue 
renovations and repairs to older schools. 

We are talking about growing by 4,000 students a 
in some years. Even right now, in a year of recessic 
deep as it is, we will grow this year by 2,500 students. 
know where they will be? They will be living three 
four families to a home. We get the revenue and tax: 
from one residence, but we have three and four far 
living in that home, as many as eight and 10 chil 
coming out of one house. We have to provide educ: 
and new schools, new classrooms and teachers for that 

In areas where the growth is high, the lot levies wi 
of great assistance to us. In areas where the grow 
minimal, I would admit with you that it will not b 
important to them as the grants they would get for ren 
tions and alterations. I know because I was a direct 
that situation in another board. 


Mr Phillips: First, I do appreciate the presenta 
Some other members earlier said that you are only 
group speaking for the trustees, but I like to see a va 
of groups before us. I know how tough it is in your. 
because it is very difficult to manage growth when pa 
get very upset. I used to be a trustee in the north of S 
borough. I think over my tenure we built in my ar 
least 30 schools. I went through all of that. You go thre 
that every day and I appreciate it. 

I think the 60% funding commitment, if they mo' 
it, will help you. I will set aside the user fee area, bi 
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y, because I realize it was probably an unexpected rec- 

mendation from you. 

Mr Bowes: It came out of the select committee. They 

ed me about how we are going to get money and I 

yught that up. 

Mr Phillips: But on the capital side, this group’s rec- 

mendation for an incremental $500 million in capital— 
number that I have in my mind is that pre-1985, the 

vital budget was $70 million or so. In the last four or 

e years for the province, it has been running at about 

0 million. 

‘Mr Cressman: It was $338 million last year. 


Mr Phillips: Yes, that commitment, I think, is through 
)3 at $300 million. But your recommendation is for an 
emental $500 million each year.on top of that? 


Mr Cressman: No, that is changing the $338 million 
500 million, which is a very simple mathematical cal- 

ation. It gives you a 10-year plan, because you have a 
billion budget ahead of you. 

Mr Phillips: So you moved from $300 million to 

0 million? 

Mr Cressman: Yes, that is the recommendation. 

Mr Phillips: Each year for 10 years? 


Mr Cressman: Yes. That gives you a 10-year plan. 
at is probably longer than people like to see, but at least 
sa plan that would see an end in sight. 


Mr Phillips: I think another group made a recommen- 
jon to us earlier for the capital spending programs, the 
id of antirecession stuff. I think the group was saying 
t maybe part of that could go to the $700 million that 
3 been announced. I understand now; from $300 million 
5500 million a year. 


Mr Bowes: Yes. 


Mrs Sullivan: I am interested in your look at the 
ig-term projections. Halton has also gone through a 
wth area, but not growing nearly as quickly as York, 
ig-term infrastructure planning where the school boards 
1 the municipalities have come together and looked 
wn the road at what their needs would be in terms of 
Nographic change. This is a comment, not a question 
lly. One of the things that they looked at very seriously 
§ the change in demographics over that same period of 
te. They were looking at 20 years, and therefore the 
inge in capital need, as much as it could be predicted, 
t that period of time. 

I do not know if you are finding this, but in our area 
‘first heavy need is at the elementary level with second- 
Schools not requiring proportionately as many pupil 
ces in the beginning. But latterly the emphasis is going 
be on the secondary level where the costs are signifi- 
ily higher for pupil spaces in terms of construction. 
fat was factored into their process. Of course, the whole 
ject was done to spring additional funding. They will be 
'k to do the new government about it again. I suggest 
t you do too. 


Mr Cressman: To use this here as an example, we 
12,700 more students this September than the previous 
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September, which was down 1,300 from the year before, 
when we had a pupil growth of 4,000, and 3,800 the year 
before that. Of that 2,700, 1,500 were elementary, 1,200 
were secondary, so you are right. At the moment there is a 
greater increase in elementary, but you have to remember 
that that wave moves on through. Therefore the impact 
does come in the secondary panel later and the cost in the 
secondary school today is roughly $20 million. The cost in 
elementary is $6.5 million to $7 million, not counting land. 

Mr Sutherland: Can I just get you to clarify what 
size of schools you are talking about at $20 million? 


Mr Cressman: We build our secondary schools for 
$14 million and our elementary for $6 million. 


Mr Bowes: I might say that on Thursday night we had 
quite a long discussion on this with the Growth Boards 
Coalition. I would like to read this paragraph again: 

“Interest costs are scrutinized carefully by our board 
because interest paid means less money for classroom ben- 
efits to the students. The ministry currently pays us 25% of 
new projects in instalments spread over several years. As a 
result, we annually pay approximately $3 million in bridge 
financing costs, 1% of the mill rate.” They were really 
concerned and wanted us to use that part about the interest 
cost that boards have to pay. That ties in with recommen- 
dation 3 on the $500 million. 


The Chair: One of the groups that came to make a 
presentation here suggested that one of the costs that could 
be reduced is if, as the municipalities get 5% of the devel- 
oped land, school boards would also be allocated a per- 
centage of the land. Do you concur with that? Would you 
support that? 


Mr Cressman: That would certainly decrease our 
costs. It would not solve the problem, however. At the 
moment, for the last decade, I have done all the negotiating 
personally for our board with the big guns, the Marco 
Muzzos and the Alfredo de Gasperises and so on, and I can 
tell you that the land prices have escalated considerably. 
The negotiations become more and more difficult between 
those gentlemen and me each year and sometimes end up 
in legal confrontation to solve our problems. 

That is fine, but you have to remember that at the 
present time on an elementary school project of, let’s say, 
$8 million, you are looking at perhaps $1.5 million in land 
and $6.5 million in building. If and when the economy 
returns to full bloom and we go back to this business of 
$500,000 an acre that they would like to see paid, then you 
are talking— 

Mr Sutherland: Is that $500,000 an acre? 


Mr Cressman: That is often where they start. They 
used to start at $750,000 and I beat them down to the point 
where they now start at $500,000 and I will start at 
$50,000. You know the old game in negotiations. You play 
from there. 

Mr Bowes: Industrial land there is $1 million an acre. 


Mr Cressman: That means I would predict that in a 
few years your average elementary school will run you $4 
million or $5 million for land and perhaps $7 million or $8 
million for the building. If that component of land were 
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removed, that would take out a considerable portion, but 
there is still a very expensive building to go up, particu- 
larly in secondary schools, where the percentage is out of 
whack again, building to property. It would help, but it is 
not the total answer. 

The Chair: On behalf of the committee I would like 
to thank you for your presentation. 

Mr Bowes: Thank you, Mr Wiseman and fellow 
MPPs. It might help us to get a few more schools. You 
may even help to get a new school in Uxbridge. 

Mr Phillips: You are shooting for the whole works. 

The Chair: Before the committee adjourns, there is 
one item of business. 

Mr Christopherson: Thank you, Mr Chairman. I ap- 
preciate that. I spoke last night to a group of credit union 
directors and managers and asked them if their provincial 
organization had made any presentation to us and they had 
not. They expressed an interest. I asked them to follow up 
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| 
on it because there may be an opening. We did the S 
thing for the bankers’ association. I understand they, 
phone this morning and that they are pencilled in but I 
wanted to formally, for the record, put a motion for\ 
that indeed they are invited and they constitute part of 
agenda. 

The Chair: We do have a half-hour slot. Is it the 
sensus of the committee to include them? 

Mr Christopherson: Monday at 10:30, I think, i 
time. | 

The Chair: Is that acceptable? Okay, Monday n 
ing, 10:30. | 

Mr Christopherson: Thank you, Mr Chair and 1 
bers of the committee. 








The Chair: This committee stands adjourned unt 
o’clock tomorrow morning. 


The committee adjourned at 1744. | 
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The committee met at 1012 in committee room 2. 
PRE-BUDGET CONSULTATIONS 


ONTARIO CHAMBER OF COMMERCE 


The Chair: I would like to begin this morning’s hear- 
rs with the Ontario Chamber of Commerce: Don East- 
in, chairman of the economic policy committee; Art 
jithard, member of the economic policy committee, and 
m Corcoran, president. Welcome. If you would begin, 
pase. 


Mr Corcoran: Thank you, Mr Chair. Can we assume 
it we have a half-hour beginning now? 


The Chair: Yes. 


Mr Corcoran: Good morning, ladies and gentlemen. 
is our honour and pleasure again this year to be speaking 
‘this committee. We represent an organization of busi- 
ss with 60,000 members across the province of all sizes 
business entities, all sectors and all geographies. As an 
ganization, we certainly applaud the whole process that 
+ see under way, including this repeated theme of consul- 
ion. I would just comment on consultation, that that is 
oided that it is consultation at the policy formulation 
d implementation design stage and not just advising us 
out implementation plans. 

| The presentation we would like to make this morning 
eaks into two parts. The first part will be presented by 
ym Eastman, who is the chairman of our economic policy 
mmittee. The major points we would like to make are 
at the business community needs confidence builders at 
is point in time, not more burdens, and therefore a major 
vint is no new taxes. The second point is that we feel that 
® public sector can lead by example in terms of wage 
ttlements that should be no greater than the rate of infla- 
om. We have comments to make on the fiscal stimulation 
ilicy and the harmonization of the PST and GST. 

_ The second part of our presentation this morning is a 
eme that we have presented before. It has to do with the 
msistency of accounting of government books. Art 
nithard, who is also a member of the economic policy 
Mmittee, will handle that portion of the presentation. 


| Mr Eastman: At this point, as we enter 1991, Ontario 
ads itself in the midst of a serious recession. The coming 
idget should have two major objectives. First of all, end 
2 recession and restore a positive, dynamic provincial 
\onomy that provides productive employment opportuni- 
'S for our citizens, income for people who enjoy the 
pods and services of our market economy and tax reve- 
€ to support the important services provided by the pub- 
> sector. The second major objective should be to 
es the personal hardship being imposed by the reces- 
mM without damaging the prospects for economic recov- 
y. . 
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Let me stop here to assure you that under the current 
circumstances the chamber will not be calling for a bal- 
anced budget this year. 

In order to cure the recession, it is first critically impor- 
tant to understand what caused it. There is a great tempta- 
tion to run out and treat symptoms. We would remind you 
of the medical dictum, primum non nocere, above all, do 
no harm. The current recession has been caused by delib- 
erate policy on the part of the Bank of Canada. It purpose- 
fully set out to increase interest rates and artificially 
increased the value of the Canadian dollar in order to in- 
crease unemployment. 

While we may think that policy is wrongheaded and 
misguided, the Bank of Canada is not being malevolent. 
One of the major responsibilities of the bank is to maintain 
the purchasing value of the dollar by controlling, if not 
eliminating, inflation. Its only tool for doing this is to re- 
strain economic activity by increasing interest rates and the 
exchange rate of the Canadian dollar. The current reces- 
sion is the bank’s response to a disturbing increase in infla- 
tionary pressures. Both the consumer price index and the 
wage settlements began what the bank considered to be a 
dangerous escalation. _ 

In order for Ontario to play its part in restoring the 
economy, it needs to reduce the inflationary pressures in 
the province and permit a growth-oriented monetary pol- 
icy. It also needs to rebuild business confidence that On- 
tario is a good place to be in business. It has been 
frequently observed that this is a made-in-Canada reces- 
sion. It has also been a made-for-Ontario recession. The 
growing inflation problem that the bank is trying to cure 
has been centred primarily on Ontario. 

The recession that the bank has created has had a direct 
and immediate impact on the market economy. Unfortu- 
nately, its impact on the public sector tends to be minor 
and slow. In the market economy, companies are disap- 
pearing and downsizing. Bankruptcies have become dis- 
tressingly common. Many private sector employees now 
find themselves without jobs. Unemployment is rising and 
so is the load on the province’s social services. As a result, 
spending requirements are rising at the same time that tax 
revenue is shrinking. While the market economy is bleed- 
ing, the public sector is largely continuing as though the 
party was in full swing. 

The public sector has been a major part of our inflation 
problem. We have seen tax increases that have been a 
major component of the consumer price index increases. 
We have also had significant legislated cost increases that 
have impacted on business and then flowed through the 
consumer price index. We have also had public sector 
wage settlements that have tended to significantly exceed 
market sector increases. 
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At this point in time, we desperately need the provin- 
cial government to stop being part of the inflation problem 
and become part of the solution. One of the problem areas 
has been public sector wage settlements. They are high- 
profile settlements that have a double impact: They pro- 
vide a target for private sector employees and they also 
increase government costs and result in higher taxation 
needs. How do you tell steelworkers that due to economic 
conditions, ie, negative profitability, that they have to ac- 
cept less than the teachers’ increase or put their job at risk? 
And this just after they get their tax bill for much higher 
education costs. 

Most provincial tax initiatives and legislated cost in- 
creases flow through the cost of goods and services to 
ultimately show up as increases in the consumer price 
index. The provincial government has taken the lead in 
protecting the public service employees from its higher 
taxes, pay equalization costs and the costs of its higher 
environmental and workplace safety standards by indexing 
its wages and pensions to the consumer price index. The 
province needs to stop exempting public service employ- 
ees from paying their fair share of Ontario’s social pro- 
grams. 

The inflation bias that underlies our economy has been 
terribly destructive at a human level. Currently, we appear 
to need a substantial cushion of unemployment in order to 
control inflation. That is tragic both for those who lose 
their jobs and for those economically disadvantaged who 
are less employable. Following its long march back from 
the 1982 recession, the economy was finally beginning to 
provide opportunities for those people in 1989. They now, 
in 1991, find a large and growing barrier of employable 
unemployed standing between them and their reasonable 
job expectations. 
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In addition to this province’s responsibility in reducing 
inflation to permit a growth-oriented monetary policy, On- 
tario needs to look carefully at business confidence. In 
order to be positive, dynamic and self-sustaining, eco- 
nomic recovery must be driven by the market economy. 

The business community’s confidence in this province 
has been shaken and eroded by a variety of legislative 
initiatives, tax increases and new taxes. Business costs 
have been seriously increased in what has appeared to be 
an arbitrary and capricious manner. That erosion preceded 
the current government, but I think I can fairly say that last 
fall’s election has not exactly eliminated business con- 
cems. 

The initiatives that the government has taken since the 
election have generally not been helpful. We have seen 
trailer-length legislation, extended parental leave, rent con- 
trol legislation, pre-emptive cancellation of the Hamilton 
expressway. None of these actions has shown much sensi- 
tivity to the impact on business nor to a consultative pro- 
cess that would have permitted an expression of business 
concerns. 

Business confidence may not appear to be particularly 
relevant to the pre-budget process. However, until the mar- 
ket economy recovers, the province is going to find itself 
seriously short of taxation revenue. Anything that slows 
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the economic recovery will exacerbate the revenue pro. 
lem. 

In the area of taxation, the Ontario Chamber of Cor 
merce welcomes the creation of the Fair Tax Commissic, 
However, we are apprehensive about the potential maket 
of the commission and its terms of reference. We are loo 
ing for a commission that has the ability and mandate 
look past the point of tax collection to understand. wl 
ultimately pays our various taxes and is sensitive to t 
impact of taxes on economic activity. : 

The truly regressive taxes are those taxes and gover 
ment actions that increase costs and reduce productive et 
ployment without providing balancing benefits. In terms 
unnecessary costs, one of the most regressive taxes 
have right now is the provincial sales tax. Whether we li 
the federal goods and services tax or not, it is now a fact’ 
life. By integrating the provincial sales tax and the fedei 
GST, we could save substantial business compliance co: 
and government administration costs. The total effecti 
tax load would be reduced with no loss to governme 
revenue, and in fact government funds available for pi 
ductive social spending would be increased to the exte 
that government administrative costs are reduced. | 

In the area of fiscal stimulation, the Treasurer has i 
nounced a $700-million spending program to help stim 
late the provincial economy. In a normal business cyt 
recession, this would be an appropriate response. With 
monetary policy recession, it is counterproductive. U 
the Bank of Canada fundamentally alters its current poli 
stimulative spending by this government is like trying 
fill a bathtub with a teaspoon while the Bank of Cana 
has the plug pulled. 

The Treasurer has identified the economic infrastn 
ture of the province as a priority. We agree with that 
sessment, but the first thing we have to do is to get 1 
plug back in the tub. Until then, government spending de 
not stimulate anything, it simply squeezes out personal a 
business spending. 

In the meantime, rising obligations under existing : 
cial programs and reduced taxation revenue threaten 
produce an ugly deficit even without the benefit of n 
spending initiatives. Extreme caution in spending is” 
quired or we will quickly create a deficit hole so deep t 
it will appear to be insurmountable. 

We are never keen about new taxes or tax increas 
They would be particularly harmful in the current envir¢ 
ment and should be avoided. I think we would doing « 
members in the chamber a disservice if we did not remi 
you that we have consistently recommended that this pr 
ince run surpluses and pay down its debt in good years 
that it could be more responsive to social needs dur 
tough economic times. We wish that advice had be 
heeded. 

I would like it turn it over to Art on the account 
essay. 

Mr Smithard: Thank you, Don. Good morni 
everyone. In the chamber’s presentation prior to 
preparation of the 1990-91 Ontario provincial budget, 
stressed the importance of the province adopting - 
recommendations of the Canadian Institute of Charte: 
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ccountants public sector accounting and auditing 
mmittee. 

The CICA has conducted a vigorous study of govern- 
ent financial reporting practices and has brought forward 
series of recommendations designed to make govern- 
ent financial statements more understandable and useful 
the readers. We feel that it is essential that the province 
Ontario take action to implement these recommenda- 
ms. Incomplete or misunderstood financial information 
in lead to inappropriate economic decisions both by 
ected representatives and by the public at large. 

The government of Ontario is extremely thorough in its 
yproach to the establishment and maintenance of finan- 
al standards for the thousands of public companies that 
yerate in the province. Last year, the Ministry of Finan- 
al Institutions spent $35.6 million to ensure that Ontario 
vestors were protected by rules and regulations that rec- 

mize the complexity of modern business undertakings. 

Ati is ironic that the government itself struggles with an 

counting approach and financial reporting practices that 
ould be more suitable to the 1890s than the 1990s. These 
roblems were highlighted during the recent election when 
9 one seemed to know if we were headed for a surplus or 
deficit. 
_ The financial operations of an enterprise the size of the 
overnment of Ontario are extremely complex. It is accu- 
ite to say that the government is the largest enterprise in 
© province and therefore should be a leader in imple- 
ienting accounting processes and financial reporting prac- 
ces to ensure that its citizens are well informed. The most 
aportant of the required changes can be summarized as 
lows: 

The need for consolidated financial statements: At 
resent the province produces financial statements for 
hat it describes as government operations. This is a ubiq- 
itous label and is not to be confused with all of the opera- 
ons that the government and its commissions are 
wolved in. In a more fundamental sense, it does not rep- 
‘sent all of the operations that are undertaken on behalf of 
le citizens of the province and for which the citizens have 
nal financial responsibility. 

The most striking example of this problem relates to 
le determination of how much the taxpayers really owe. 
ast year’s budget forecast an accumulated deficit of ap- 
roximately $39 billion for government operations. How- 
ver, the outstanding value of province of Ontario bonds is 
Abstantially more than that. 
| These bonds are sold on the basis of the government’s 
dility to raise money through taxation and represent the 
tent to which the taxpayers are in debt to holders of 
rovincial bonds. Even this total does not include the un- 
inded liabilities of pension funds and the Workers’ Com- 
ensation Board, which would appear to add an additional 
75 billion to the total. Consolidated financial statements 
fe required if we are to be in a position to understand our 
ue debt position. 

The adoption of a more modern approach to financial 
lanagement would lead to a better understanding of the 
lany assets that make up the infrastructure of the prov- 
ice. The maintenance of these assets and their replace- 





ment and modernization have a great bearing on Ontario’s 
ability to maintain its productive capacity. This require- 
ment goes far beyond the simple recording of assets and 
accumulated depreciation on a balance sheet. 

It is significant to note that the province of Alberta 
continues to make progress with the presentation of con- 
solidated financial statements for that province. In addi- 
tion, the state of New York continues to extend its 
reporting of the state’s fixed-asset base. 

Another requirement that should be given serious con- 
sideration in the preparation of the government’s budget 
and in its financial reporting is to more clearly delineate 
between fixed-program spending and those items for 
which the government has some degree of spending flexi- 
bility. At this time, it appears that fixed-spending programs 
such as health, social services, education, together with 
interest payments on public debt, account for 79% of all 
spending. In addition, a significant portion of the remain- 
ing 21% of government spending relates to long-term 
commitments in the form of wages to employees and the 
cost of essential government services. The end result of 
this situation is that the government has very little room to 
manoeuvre and virtually no financial ability to undertake 
spending programs. 
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A clearer statement of the government’s financial posi- 
tion through the use of consolidated financial statements, 
coupled with a more precise statement of its spending 
commitments and flexibilities, would lead to a better-in- 
formed decision-making process. Such a process would 
also produce a more stable base of information for making 
longer-term financial forecasts prior to undertaking new 
spending commitments. 

We recognize that these requirements cannot all be 
achieved in this budget, but we urge the government to end 
the delay of its predecessors and make progress towards 
implementing a more modern and sophisticated form of 
financial management on behalf of the taxpayers of On- 
tario. 

Mr Sterling: I am really happy that you have raised 
the whole idea of the financial accountability of govern- 
ments and also the agencies of the government, in that the 
transfer—I do not know what it is but somewhere between 
73%, 74%, 75% of the money goes to other agencies to 
spend the money on our behalf. 

I asked the Treasurer, when he appeared in front of this 
committee the very first day of our hearings, if he would 
agree to sit down with the Provincial Auditor and set forth 
a method of reporting to the public on his expenditures and 
on his revenue, etc. He agreed to do that and I hope that is 
going to be one of the recommendations of this committee. 

Having served the longest in the Legislature of any of 
the members of this committee, having served as a minis- 
ter of the crown and having watched in opposition, it is my 
conclusion after 13 years as a member of the Ontario Leg- 
islature that accountability does not serve the sitting gov- 
ernment. In other words, there is no desire on the part of 
those in power, normally, to be accountable in a clear and 
simple fashion for the people to understand. Many of the 
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actions of government lead to dispersing the responsibility 


so that the public cannot really understand what is going ~ 


on. 

During the last administration we had an example of 
preflowing of money, some $400 million one year and I 
think $350 million another year, where the Treasurer in- 
flated his deficit during non-election years and then 
brought that money back into the election year so he could 
declare that he had balanced the budget when we were 
facing an election. I think that is nothing more than politi- 
cal opportunism in terms of not declaring to people when 
in fact you had done better, and only developing the books 
so that you could present a political statement rather an 
accountable statement. 

I hope one of the recommendations of this committee 
will be that the Treasurer and interested parties—and per- 
haps this will be something for our committee to consider 
after we have finished the pre-budget consultations—set 
down in black and white what is fair to both sides in terms 
of reporting and how often those reports should be made 
and how timely, because right now we are having trouble 
getting the Treasurer to give us our third-quarter statement 
of what has happened. There seems to be no question that 
we are in a real spin in terms of the overall deficit, but he 
is stalling in producing that information. We are going to 
try to get it out of him, I believe, tomorrow. 

In terms of the financial reporting, one of the things 
that has concerned me is that we have hospitals and school 
boards that are spending more money on our behalf than 
some provincial governments. Does your concern go to 
those agencies as well? 


Mr Smithard: The recommendations CICA has put 
forward primarily focus on the operations of the provincial 
government, and they would clearly show the transfers the 
government makes to other agencies, either municipalities 
or the hospital system. Again, there is a follow-on piece by 
CICA that will be making recommendations for municipal 
governments. 

I think one of the real difficulties in looking at govern- 
ment accounting and financial practices is that there is 
really not much cohesion between the federal, the provin- 
cial and the municipal levels of government. Practices are 
quite different and it is very difficult to track things 
through the entire process. I think traceability and account- 
ability is something that needs to be improved, particularly 
when you consider the size of transfer payments that take 
place in the Canadian economy. 


Mr Sterling: Could I ask you a specific question 
about the $700 million the Treasurer has talked about in 
terms of stimulating? I understood at first that you were 
saying he should not spend this money, but on the second 
part I was not certain whether you were softening that 
stance. In that it is estimated that somewhere in the 
neighbourhood of $40 million of the $700 million would 
be spent in this fiscal year—that means before 31 March— 
and that economists have come in front of this committee 
and said that we are likely to pull out of this recession in 
the third quarter, it seems to me that by the time that $700 
million is in fact in action in terms of providing employ- 
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towards economic recovery. Are you saying to the Tr 
surer that it is better to keep the deficit down than sper 
ing the $700 million? 

Mr Eastman: There are a couple of points tied| 
together. First, I guess we are not opposing spending 
$700 million per se. I think what have been identified 
some legitimate areas where the money should be s 
but it is a mistake to believe that this somehow stimula 
the economy, because you have in the current circu 
stances the Bank of Canada with strict control of | 
money supply. That means it is really controlling in tc 
the amount of money that can be spent; not who spel 
but how much will be spent. So to the extent that t 
province decides to spend more, it means that some 
else spends less, because of the way the monetary pol 
has been exercised. | 

It is important that you cannot stimulate a fiscal pol 
unless it is accommodated by the bank, and this will | 
be. When the bank does ease off, I think you will find 
there will be a lot of personal and business spending rez 
to come in. In the business spending there are some ot 
concerns, but I think the first thing is that you have toe 
the monetary policies. | 

In terms of when we might expect an economic rec 
ery, which was the related issue you had in that, we s 
cerely hope we are going to see a fundamental recall 
under way by the third quarter. So far, that is in a se 
more of a wish than a forecast, because at this point 
still have not seen what I would term any fundamet 
easing of the monetary policies that got us into this sit 
tion. You have seen a drop in interest rates, but if you k 
at the value of the Canadian dollar, it has really chan; 
very little. One of the reasons it has changed very little \ 
partly because of the petrodollar influence but, more 
portant, because we are still maintaining a better-than-4 
basis-points short-term interest rate spread with US ra 
That is not easing at all, in my book. 

So I think the jury is still out as to whether we \ 
have a third-quarter recovery and how strong it is. I « 
tainly hope we are going to see it. 

Mr Sterling: You mentioned that you were concer 
about the high wage settlements in the public sector. | 
you in favour of price and wage controls in the pul 
sector at this time? 


Mr Eastman: In the private sector, wages and pri 
are controlled by the market. 


Mr Sterling: I said public sector. 


Mr Eastman: Yes, I know. In the public sector th 
is no effective similar control, and you have to have s¢ 
other form of control instead. I hear a lot of people 
excited about wage and price controls for the public sec 
The alternative is for it to be uncontrolled, and that is 
acceptable. The only question is: How do you contre 
and how do you really create a fair situation so that yot 
not have negotiations taking place in isolation and sepa 
that really are not rooted in economic reality? 


! 
ment, etc, we are already going to be on the uphill clin 
( 
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Mr Jamison: You did not really deal with my ques- 
m within your report, and it seems to be a significant 
oblem at this time: cross-border shopping. I am inter- 
ted in your thoughts on that. The other point is that it is 
teresting that you have almost great concern over how 
e Fair Tax Commission would be structured. I would be 
terested in finding out how you felt it should be struc- 
red specifically, and the cross-border shopping impact at 
is time on the economy. 


Mr Eastman: Cross-border shopping is a very messy, 
mplicated topic. There are a number of things impacting 
1 cross-border shopping. Currently it represents a grow- 
g loss of taxation revenue for the province. How much 
at is, I am not sure. I think one of the things that would 
‘sist with the cross-border shopping problem would be 
integration of the GST and the provincial sales tax, 
2cause currently you have the problem that the provincial 
iles tax is effectively not collected on goods coming in 
om the United States. If you roll in the provincial sales 
x and fully integrate it with the GST, you then have a 
iechanism whereby that will be collected at the border. 
hat i is only part of the problem; it is not all of it, but it 
des catch part of the problem. 

; There is a whole bunch of other issues there, including 
1e Sunday shopping part of it. The extent to which you 
ave the flow-through of a lot of other business costs in 
xxes has meant that when people are looking at prices on 
ther side of the border, Canadian prices really do not 
i3 all that attractive, even after you have blacked out 
me of the more obvious tax impact. So that one is a 
\essy issue and deserves a lot of attention. 


Mr Jamison: I thought that many of your members 
cross the province would be within range of that cross- 
order shopping situation, and I thought you might have 
ore to say on that in your report. I was fairly surprised 
lat you had not. 


Mr Eastman: We will have some further material 
oming on. That is an active topic of research for us cur- 
ontly. 





) 


_ The Chair: We have a presentation at 11 o’clock this 
loming from the Border Communities Task Force on 
toss Border Shopping. 


Mr Jamison: The second part of my question was 
nat you showed some concern about the Fair Tax Com- 
a and how it should be structured. I would be inter- 
sted in finding out how you feel that tax commission 
hould be structured, as you zeroed in on the structure of 
1€ committee. 





Mr Eastman: Again, the word here is “apprehen- 
ion,” not “opposition.” I think the concept is a great one. 
Ve are concerned that when we see the makeup of the 
ommittee we can be comfortable. We have a sense that 
lat committee, because of its makeup, has the capability 
fhaving an objective look at the whole taxation issue and 
as the depth of understanding not just to look at it superfi- 
lally but to really look at it through the whole set of 
nderlying causes. 


Mr Jamison: You have no specific recommenda- 
tions? 
Mr Eastman: Not at this point. 


Mr Sutherland: We have heard in the last few days 
from the public school boards, we have heard from the 
colleges, we have heard from the universities. Every one 
of those groups or their representatives who have been in 
have called for significant increases in educational funding 
through the entire system. You have commented in your 
report about where you think deficits should be, financing 
and that. Even in this time of recession and with a deficit, 
would it be your advice that if you were thinking about 
spending more money, increasing the deficit, education 
would be the area to do it, in terms of those colleges, 
universities, public and high schools and skills develop- 
ment? 


Mr Eastman: I have some concerns about education. 
I think education is critically important, probably our most 
important public asset, our most important public invest- 
ment. If I look back and I see what has happened to the 
rapid progress of technology over the past two decades, it 
has primarily been in information technology. Our ability 
to process and manage information has increased incredi- 
bly, both in what we are able to do and the cost-effective- 
ness with which we are able to do it. When I look at that, it 
means it should have been able to translate into an educa- 
tion system that is able to do quite a bit better than it has, 
using less funds than it has. I think there is a tremendous 
opportunity for the education system to be much more 
effective in producing an output and using less funds to do 
it. 

Having said that, I think post-secondary education has 
been a bit starved for funds. If you look at where the funds 
have been going and where the funding problem has been 
in terms of absorbing money, it is the elementary and sec- 
ondary school level. 


Mr Phillips: Just a comment, and then a couple of 
questions. One is that in your document, on page 5 at the 
bottom, you say, “...if we did not remind you that we have 
consistently recommended that the province run surpluses 
and pay down its debt in good years.... We wish that ad- 
vice had been heeded.” I guess you may not be familiar 
with the numbers. We did heed the advice and I would be 
happy to sit down with the chamber, because four or five 
years ago the deficit was running at $2.6 billion on a bud- 
get of maybe $26 billion. Each year it went down. There 
was a surplus last year, as you probably know. I think any 
reasonable person would say that this year, without the 
recession, there would have been a substantial surplus. 

I do not want your members being unfamiliar with 
those numbers, because our reputation is at stake. I just 
assure you that the advice was heeded—heeded by taking 
the taxes up, okay? I recognize that—none the less, a sur- 
plus, paying down the accumulated deficit, and I think 
anyone would acknowledge that this year we would have 
had a substantial surplus had we not had the recession. 

But my question really is twofold. As one of the mem- 
bers said, we have had now five different economic fore- 
casters here, three banks and the conference board and 
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Infometrica, and they are all predicting that in the mid to 
late calendar year, this calendar year, Ontario will pull out 
of the recession and then see some substantial economic 
growth next year and from there on. I know you have 
partially answered it, but because there is a bit of art and a 
bit of science in this thing, I would be interested in how 
your members see and therefore how the chamber sees the 
economic future of Ontario unfolding. 

My second is a little more detailed. I agree with you 
that there are a number of unfunded liabilities around that 
are not on the books, whether they be pensions or workers’ 
compensation, but also I think we look at capital in a dif- 
ferent way from the private sector. We pay capital out of 
current; we do not amortize or depreciate our capital. I 
think the Treasurer has signalled that he may be looking at 
a different way of funding capital. I was wondering if you 
had any advice for the committee in terms of whether we 
should be trying to put a figure on the capital assets there 
and funding some form of depreciation. I think you are 
looking at it in quite a different light. So those are my two 
questions and my comment. I would be happy to sit down 
with whoever in the chamber prepares the numbers to 
make our case. 


Mr Smithard: I will take the last question first, be- 
cause that is the easy one, dealing with capital and the 
treatment of it. Today in the provincial accounting process 
everything is handled on a cash basis. Normally in busi- 
ness and in provinces and states that have introduced capi- 
tal accounting, the entities have segregated their 
expenditures between current expenses, things that will be 
consumed this year, and things that will have a value into 
the future. 
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The state of New York, which undertook a very 
lengthy study of this, started in 1981 with its study. They 
started phasing in their investments in 1987 and that is 
continuing to this time. What they attempted to do was to 
identify those investments that the state or the province 
make which are really important to the future of the enter- 
prise. I think that if you do that and if you establish a 
depreciation study base as to how long these assets are 
going to last, how much money you have to put into them 
to keep them operational and how much money it is going 
to take to replace them when the assets are worn out, this 
is vital to the wellbeing and the ongoing success of the 
province. 

We urge you to move in that direction as quickly as 
possible. It is not something that can be done overnight. It 
would probably take 10 years if you started today. It is a 
big job. We are not talking about counting statues on the 
lawn at Queen’s Park; we are talking about the important 
assets that the province has that make up the productive 
infrastructure of the province. 


Mr Phillips: They do, eventually, depreciation— 


Mr Smithard: They are starting into that, and I be- 
lieve that they have completed depreciation studies on 
things like computer equipment and motor vehicles, sort of 
medium-term assets. They have not, to the best of my 
knowledge, been able to complete depreciation studies on 
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things like highways and bridges, but I believe it is th: 
intention to do that. | 

Mr Corcoran: Let me comment on your comme 
and the second question. Our position with the Treasu) 
for at least the last three years was that prudent business 
do not plan on the basis of a continued projection : 
growth market. I understand from your footnote that ha¢ 
not been for the recession, but that was our whole poi 
that in times of economic prosperity that is exactly 
time to be paying down. 

Mr Phillips: That is why we went toasurplus. 


Mr Corcoran: On the second point, if you were to’ 
speaking to business people outside of Ontario, they wol 
be saying, “Oh, you mean Ontario’s recession?” For pe 
ple throughout Ontario, business people throughout C 
tario, we have been made aware of the optimistic view ¢ 
third-quarter recovery by the Treasurer and by financ 
institutions. But I would think most prudent business pi 
ple that we speak to are not making decisions based o1 
third- or fourth-quarter recovery in terms of a decision t 
will only have to last for three to six months. They | 
making decisions that will last for the long term. | 

The good news of that is that if there is a recovery 
the third quarter, all companies, the majority of compani 
will have a lower fixed-cost base and will be well pc 
tioned for recovery. I do not see anybody making decisi 
on an assumption that there will be a recovery in the th 
quarter at this point. | 


Mr Phillips: Do you survey your members at all 
am just wondering if there is any tracking that is done 
terms of— | 


Mr Corcoran: We have not made a statistical surv 
but we do have a quarterly board meeting. We have hac 
least three or four passes at them with what we would 
our Ontario recession. 


Mrs Sullivan: I think the comments you have put 1 
ward on the accounting methods are very interesting, ; 
Mr Phillips really asked a question that I was very in! 
ested in on the capital side, but I also wanted to go bacl 
some of the matters you have raised in the fiscal stimt 
tion section of your brief. One of the things you mentio 
that the government should exercise extreme caution 
spending. Of course, spending includes not only act 
dollars put out but forgone income as well. 

The federal chamber has taken the position that inc 
tives to business should stop and that you can do very Vv 
on your own, thank you very much. I would like y 
comments on that, given, for instance, the recent initiati 
which in fact have been welcomed, particularly by 
manufacturing sector in terms of the Ontario current « 
adjustment moving to 30%, an initiative which was ta 
by the previous government and which this govern 
has indicated it was going to continue. 


Mr Eastman: I think one of the important aspect: 
that one is the issue of tax stability, because many of 
manufacturing industries have done their planning ba 
on that commitment. It was then quite appropriate that 
should be followed through with on the capital cost all 
ance. 
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The Chair: Excuse me, could you move forward and 
yeak a little bit more into the mike? They are having 
ouble back there with the recorder. 


Mr Eastman: Sorry. I think the capital cost allowance 
one of these items that should be properly addressed by 
ie Fair Tax Commission, because one of the problems we 
ave is that we wind up with the conception that somehow 
is is one of your taxation expenses, forgone revenue. 

In fact, one of the problems we have with corporate 

icome tax is that because there is no assessment of the 
npact of inflation, the full amount that is available for 
apital cost depreciation winds up being substantially less 
yan the real amount that should be available. In a sense 
ou have two offsetting factors going on there. So I think 
yat in terms of your attitudes you have two biases, and it 
; appropriate that that should be addressed by the Fair Tax 
Jommission. 
_ Mrs Sullivan: Okay. Well, in that case the Ontario 
urrent cost adjustment moved from 15% to 30% as of 1 
anuary. This should have been of significant benefit, I 
hink something of the value of $150 million or something. 
Yoes the Ontario chamber hold the national chamber’s 
osition? Do you concur with that point of view? 


- Mr Eastman: In terms of generally eliminating the 
lirect subsidies assistance business, yes, we do. 


Mrs Sullivan: How can you apply that concept then, 
vhen we are very clearly looking in order to be competi- 
ive over the next period of time, with massive needs in 
esearch and development, which clearly will not be done 
yy business alone? How can you bring those positions 
ogether when on the one hand we know there is going to 
1ave to be immense co-operation between government and 
jusiness? Is business prepared to carry that load on its 
ywn? 

_ Mr Smithard: I can give some insight into that in the 
sense that many businesses make substantial contributions 
nthe R and D area. I am with Bell Canada, and the Bell 
Northern Research consortium puts a tremendous contri- 
Jution into research and development in a very strategi- 
zally important area to Canada. I think there are other 
firms that also invest heavily in research and develop- 
nent. 

: One of the problems we have in terms of measuring 
that is that the definition relates to the tax law. In other 
words, the definition of research and development is not 
sort of defined by people who are interested in research 
and development per se; it is really defined under the 
tax law, and you get a lot of strange things caught up in 
it as a result of that. That is a difficulty that we have, 
and in part it gets tied up in the tax credit process. I 
think your point is well founded, and that is that the 
government does need to continue to give good recogni- 
tion to R and D tax credits. 


Mr B. Ward: Just a quick question before I make a 
comment. I have just gotten back from Cornwall after 
the last couple of days on a skills development issue 
with the Minister of Skills Development. In talking to 
the people in Cornwall about the economic conditions 
that exist there, talking with my colleagues from Wind- 





sor, from the Sault—I know what is going on in Brantford; 
my colleague Norm Jamison is suffering some tough times 
in Simcoe—the feeling I get is that our provincial econ- 
omy is undergoing a fundamental restructuring. 

In the recession of 1981-83 we were reducing the 
manufacturing base in size, but with new economic 
growth would bring back the labour force if not to the 
same employment levels, even more so. What is hap- 
pening now, in my opinion, is that the restructuring that 
is occurring is in our manufacturing base, that the plants 
that are laying off, closing up, are gone for ever. They 
are relocating or centralizing their operations for what- 
ever reason, but they are gone for ever. I would just like 
a comment from the chamber’s perspective, if that is its 
view on what is going on in this recession for the prov- 
ince of Ontario. 
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The second point I would like to get their opinion on 
is on page 4. They mention under “Business Confi- 
dence” that “In order to be positive, dynamic and self- 
sustaining, economic recovery must be driven by the 
market economy.” I was just wondering, from your 
point of view, the Ontario Chamber of Commerce, ev- 
erything being equal and if we heed your advice, how 
do you envision the market forces leading to economic 
recovery? I am assuming by market economy you are 
talking about it being driven by the private sector rather 
than the public sector. 

I can relate to the very severe depression we had in 
the 1930s where every year the business leaders were 
saying that recovery was just around the corner— 
“Allow the private enterprise system to do its job and 
the pressure will be over”—yet year after year after year 
it continued. I was just wondering how you envision our 
recovery to occur if it is driven by the private sector. 

I wonder if you can comment on those two. First of 
all, in your opinion are we undergoing a fundamental 
restructuring of our economy in the province? Second, 
how do you envision the private sector leading us out of 
this recession? 


Mr Eastman: Clearly there is some fundamental re- 
structuring taking place. The timing of the recession is 
really tragic because it is occurring at the same time that 
people are looking at the restructuring that would be 
appropriate under the free trade agreement. To try to do 
that in a circumstance where the Canadian dollar is arti- 
ficially held at 86 cents and where you have a general 
depression of business confidence in this province at the 
same time, that does tend to steer some decisions else- 
where. That will be permanent. That reinforces the need 
to get out of this recession as quickly as possible. 

In terms of the role of the market economy, it was 
serving this country and this province extremely well in 
terms of driving the whole economy up until the time that 
the Bank of Canada said: “Hey, the party’s got out of hand. 
We have to stop it.” When the Bank of Canada does make 
a fundamental change in policy with competitive interest 
rates and the lower value of the Canadian dollar, and if at 
that point you have a continuing problem with the lack of 
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investment and activity from the market economy, that 
needs to be addressed then, but at this point I do not have 
any real concerns that we will not see a recovery once we 
can get monetary policies in place. 

Mr B. Ward: You are fairly confident that once the 
Bank of Canada eases the monetary restrictions we are 
under with the high-interest-rate, high-dollar concept, the 
private sector will be able to lead us into recovery pro- 
vided everyone gets his economic house in order, so to 
speak, in your opinion? 

Mr Eastman: I do not think there is any doubt about 
that at all as long as there is, in conjunction with that, a 
restoration of business confidence that this is in fact a good 
province to be in business for a variety of reasons. 


Mr Christopherson: I realize the lateness of the time. 
I had a number of questions, some have been asked; I will 
just ask one very quick question if I can. Most of the 
people coming before us over the last couple of weeks 
have been indicating with a fair bit of confidence that ef- 
fective the beginning of the third quarter of this year we 
should start to pull slowly but steadily out of the recession. 
I would just ask if the Ontario chamber is also of the 
opinion that that is what is going to happen. Is it your 
sense that your membership is planning to respond with 
that kind of timetable in mind? 


Mr Eastman: I think there is a tendency, once you are 
in any recession or boom, for people to believe that it will 
continue for ever. If you were to go out and ask our mem- 
bership right now, I am not sure that you would find a 
great many of them, particularly in the smaller businesses, 
who really do see that upturn coming. When you start 
talking to the large businesses, those that can have their 
own economic staff, etc, then you do have a view that yes, 
recessions are temporary things and you come up the other 
side of them. 

A concern I have is that most of those forecasts for a 
third-quarter recovery are econometric-model forecasts. 
There are some things that are fundamentally different 
about this recession, including the fact that there is some 
restructuring taking place. 

At this point we still have, in my view, an adverse 
monetary policy. There is normally a fairly significant lead 
time between the time you have a change in monetary 
policy and the response in the market economy. You have 
some things like housing starts that can respond fairly 
quickly; car sales can respond fairly quickly; with business 
investment, depending on its size and nature, the lead time 
on that can be from six months to 18 months, two years. 

In a sense, if you want a third-quarter recovery, you 
virtually have to have almost an immediate change in the 
current monetary policy. If that happens, then I would be 
comfortable that we would see it happen. 

Mr Christopherson: Good. Thank you for your pre- 
sentation and your brief; we appreciate it. 

The Chair: On behalf of the committee I would like 


to thank you for making your presentation today and thank 
you for coming. 
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The Chair: Our next committee hearing is Adjust C 
tario; Marnie Hayes, Fiona Knight and Richa: 
Yampolsky. 

Ms Hayes: Good morning, Mr Chair and members 
the committee. I would like to thank you for the oppor 
nity to appear before you this morning on behalf of Adji 
Ontario. | 

My name is Marnie Hayes, as mentioned, and I an 
community and legal worker with Metro Tenants Ley 
Services. With me are Richard Yampolsky, who is the € 
ecutive director of FoodShare, and Fiona Knight, who 
the program director with FoodShare. | 

Some of you may be wondering what Adjust Onta 
is. It is an organization, a sort of network of social servi 
and community agency groups, that came together | 
about June 1990 with a list of demands to alleviate pove: 
in Ontario. | 

We believe that the root causes of poverty must | 
looked at in order to alleviate poverty, and that there i: 
whole package of reforms that must take place in o 
that poverty is no longer in our midst. For example, th 
is no point in increasing the minimum wage while at t 
same time having incredibly high prices for rental housit 
Therefore, there is a whole package that we would like 
present to you this morning which includes an increase 
the minimum wage, an increase in social assistance ra 
an increase in child care rates, an increase in non-prc 
housing and mandatory employment equity legislati 
which includes funding for public education. | 

We believe that the time of recession is not a time 
hold back on public policy, social and anti-poverty init 
tives, but it is a time to go ahead because now is the tit 
when homelessness, poverty and hunger are at their heig 
To quote the NDP’s Agenda for People, which was a p 
election package, now is the time that “families no lon; 
have to choose between paying the rent or eating.” 

With respect to housing, we believe that the lack 
decent, affordable housing is one of the two prim 
causes of poverty in Ontario, concurring with the Tran 
tions report of the Social Assistance Review Committee. 

Currently there are about half a million tenant hou: 
holds that spend more than 30% of their income on re 
and there are over 190,000 people in Ontario who :; 
forced to rely on food banks to eat. It is estimated that 1 
average food bank user spends approximately 70% of 
income on rent. In the Liberal government report, Mi 
Than Just a Roof, for the International Year of Shelter : 
the Homeless, it was estimated that families that spe 
more than 50% of their income on housing are at risk 
becoming homeless should their economic circumstan 
take a turn for the worse. 
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Currently the public housing waiting lists have gro’ 
to 44,700 people in 1990, which is an increase of m« 
than 60% since 1987. In Metro Toronto alone it is e: 
mated that there are approximately 20,000 people who: 
homeless. 
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The need is clear. The number of non-profit housing 
1its has to be increased in Ontario. We consider housing 
1 be a right, like education and health care, and it is the 
sponsibility, in this case of the Ontario government, to 
rovide affordable housing for its citizens. The question is, 
gw should that housing be provided and where should the 
overnment allot the funds to create more affordable hous- 
1g? We say that co-operative housing and non-profit 
ousing are the most viable solution because non-profit 
ousing is affordable housing that remains affordable over 
me, unlike housing in the private market which is subject 
y inflation and speculation. 

Housing production is good during a time of recession 
ecause it creates employment. Each new housing unit that 
; created creates 2.2 person-years of employment, giving 
ving wage jobs and at the same time much-needed hous- 
1g. 

~ It is true that it is very expensive to provide programs 
yr co-operative and non-profit housing, but we ask this 
ommittee to be in agreement with the 1990 report of the 
tanding committee on finance and economic affairs, 
hich recognized that non-profit and co-operative housing 
re important elements in addressing the issue of afford- 
ble housing. 

We are going to move on to the issue of social assis- 

ce and minimum wage. 


Mr Yampolsky: With regard to social assistance, 
ince their inception Ontario’s social assistance programs 
ave always been predicated on the notion that some peo- 
le were or are more deserving than others. We have seen 
ver the years the development of benefit rates that dif- 
ted for employable people, families with children and 
isabled persons. Not only has this meant that tens of thou- 
ands of people have been forced to live in poverty, but the 
eneral population, through this segmentation that has 
aken place, has been made to believe that there really is a 
ierarchy of deservedness among those people who consti- 
ute the poor. Disabled people are more deserving than 
mployable people, and everybody knows that children, 
he innocent victims, are the most deserving of all. What 
ve have really done is that rather than look at the whole 
ssue of poverty, we have segmentized or segregated the 
larious aspects of poverty. 

Benefit rate structures have never had any bearing on 
he reality of what it takes to maintain oneself and one’s 
amily in dignity. The theory behind keeping social assis- 
ance benefits low has been and still is to this day to create 
i disincentive for people who rely on social assistance and 
© make income from paid work more attractive. As we 
ound from the statistics released by the Social Assistance 
Review Committee, only 9.5% of people in, I think it was 
‘uly 1988, were actually employable. So we are looking at 
tbout 45,000 people who were recipients at that time—I 
resume now the numbers are higher—beneficiaries of so- 
rial assistance, who were actually employable. About 90% 
nere actually sole-support parents. Children made up 41% 
pf this, yet we were punishing them at the same time. 

This whole theory I was just talking about around the 
lisincentives also does not address the reality of those 
deople who are simply unable to work. Single parents who 








can neither secure nor afford child care or who choose to 
remain at home with their children are penalized and 
forced to live in poverty because of these choices and 
because of the lack of available support programs. Dis- 
abled persons, many of whom are unable to work, are also 
forced to live in poverty. 

I do not think anybody in this room could really dis- 
agree that benefit rates are woefully low, given the low-in- 
come cutoffs established by Statistics Canada and the 
Department of National Health and Welfare, as well as 
various social planning councils across the country. Social 
assistance recipients in Ontario still fare no better than 
55% to 74% of these standards. 

With the release of the Transitions report by the com- 
mittee in September 1988 the details really did come to the 
fore, and I am not going to bother going through all of 
them. But the minor tinkering with the implementation of 
Transitions by the previous government and since October 
1990, I guess, has really meant that the clear vision still 
exists for Transitions. I was before this committee a little 
over two years ago as well, talking around the implemen- 
tation of Transitions and the need to act on it. 

What we are really beginning to see is that while the 
vision still exists and while there are many of us who still 
use it as a very clear vision to really address systemic 
poverty issues in the province, the political will is still 
lacking. To date, only 25 of 66 recommendations con- 
tained in phase 1 of Transitions, in the very staging pro- 
gram, have been implemented in any way, shape or form. 
To give credit where credit is due, the current Minister of 
Community and Social Services has asked—they are sup- 
posed to be reporting back either today or tomorrow— 
about the non-legislative aspects of Transitions that could 
be implemented, and to her credit has requested that the 
non-legislative side be fast-tracked. 

In April 1990 the standing committee on social devel- 
opment of the Legislature had a series of hearings on food 
banks, and the report back from that recommended the 
provincial government “implement the balance of the so- 
cial assistance rate increases called for in the first two 
stages of the SARC reforms (including two years of index- 
ation).” We have yet to see this. 

We know the cost of maintaining approximately 10% 
of the provincial population in poverty is increasing. In- 
creases in health care costs and judicial and social services 
can all be attributed to increases in poverty levels, and yet 
we continue to advocate that, by eliminating the number of 
people in poverty, we will obviously see a corresponding 
decrease in expenditures in other areas. 

The recession is not the time to stop social assistance 
reforms. This period should see an unprecedented increase 
in social assistance payments. This should not merely be 
because of an increase in welfare case loads, as we are 
seeing in every municipality across this province, but must 
instead also dramatically see increases in the level of bene- 
fits paid to people in need. 

I believe it was Mr Ward who was talking about the 
actual restructuring that is taking place. The comment 
around my workplace is that we are now no longer talking 
about the haves and the have-nots, but we are talking about 
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a new category and that is the used-to-haves: “I used to 
have a job. I used to have a house.” In many cases it is “I 
used to have a family” and “I used to have support.” We 
really are seeing a very different sense of restructuring that 
is taking place right now, and without both financial and 
social supports there are an awful lot of people who are 
going to fall between the cracks. 

The other part we have really begun to notice in terms 
of people who are in need of social supports is that in the 
early 1980s it really was to a large extent a blue collar 
recession. It was an industrial base that was eroded, again 
with high hopes that it would come back. We were talking 
about layoffs. We are now no longer talking about layoffs; 
we are talking about job loss, jobs that are not coming 
back. What we are beginning to find from people who are 
contacting us for assistance is that they had been until 
recently at least middle-income, middle-management men 
and women who had what they presumed to be safe, se- 
cure jobs or career paths that they were really looking at. It 
is a very different sense of the economy right now, and 
without the social and financial supports for these people 
we are dooming an even greater number of people. 

The previous presenters were talking about the third 
quarter of this period, being the recession, seeing the up- 
turn in the recession. We had been talking for a year and a 
half before everybody finally admitted that there was a 
recession, that we were in the midst of a recession. We do 
not see this recession ending for at least two years. 

We tend to be at the cutting edge, for lack of a better 
phrase, of where the social supports are needed for both 
people on social assistance and the working poor. We tend 
to get the calls from people needing assistance. We were 
getting an awful lot of calls starting at the beginning of last 
year, and they really starting picking up probably in May 
and June of this past year. We do not see this relenting at 
all. Generally if there begins to be an upturn, we will see 
the demand for our services decreasing. In fact what we 
are seeing right now is an ever-increasing number. 
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I would also like, before passing it on, to just touch 
briefly on the issue of the minimum wage. No one, I do 
not think, in this room could argue that the minimum wage 
has not lost its purchasing power since the mid-1970s. 
During this period, the provincial workforce has increased 
and the economy has grown dramatically, but wage rates 
have ostensibly fallen. Currently the purchasing power of 
the minimum wage is approximately 80% of what it was in 
1975. I think everybody is fully cognizant of the growth of 
the working poor in Ontario. 

As the workforce has grown, so too has the percentage 
of absolute numbers of working people who constitute this 
new buzz-word of the late 1980s called the working poor. 
In the past few years the number of people requiring assis- 
tance who constitute the working poor has increased dra- 
matically. We are now looking at approximately 18% of 
people who need assistance every month from emergency 
food programs across Metro Toronto, and we correlate 
across the province as well, who constitute people who are 
classified as the working poor. 


The current government in both its Agenda for Peoj 
platform and in its inaugural throne speech committed 
self to increasing minimum wage rates to 60% of the av 
age industrial wage. Just for those of you who do not ha; 
calculators, this would increase the minimum wage 
roughly $7.25 a hour. Although we do not doubt the s: 
cerity of the commitment, we and the people in Ontaj 
who still have jobs and who are working at minimt 
wage really need to know the time line that this govei 
ment is talking about for implementation. Is it within 1 
upcoming budget so that people have hope in the shi 
term or is it at the end of their term as a further electi 
promise in which case they can anticipate another i 
years of poverty? | 

We are looking at this committee to recommend q 
these increases and the time line be spelled out ve 
clearly. | 

Ms Knight: In the early 1980s the report Day C; 
Deadline was released. This deadline has since passe 
Child care advocates, parents, child care workers, tra 
unionists, teachers’ organizations, women’s groups a 
others concerned about child care in Ontario have si 
undertaken a further review of the progress made tow 
any establishing of a universally accessible, public 
funded, high-quality, comprehensive, non-profit child c: 
system in Ontario. | 

Despite increased government expenditures, there I 
been little improvement in the delivery or funding of ch 
care in Ontario. In fact the situation has deteriorated : 
many children and care providers. Adjust Ontario suppo 
the position that now is the time to put public non-prc 
child care services and their development on a sounc 
footing. The following proposal is a framework for a ni 
child care system in Ontario, a new decade for child care 

The key elements of this system will incorporate ez 
child care program being fully funded by the provinc 
government and the provincial government will be entir 
responsible for cost recovery through a separate admin 
trative system. Another element is that the provincial s 
tem will be non-profit. Existing for-profit programs col 
become part of the provincial system by converting to n 
profit status. 

The provincial system will be comprehensive in tha 
will allow for a range of regulated services, including | 
not limited to full-day group care, private-home day ca 
before- and after-school programs, parent-child resou: 
centres and services for shift and seasonal workers. 

The development of this system is a provincial resp¢ 
sibility. To achieve the goal of universality, targets < 
time lines will have to be planned and implemented p 
vincially. Last but not least, local community planning 
services will be an integral and vital part of the devel 
ment of these new services. 

Funding of this system: Currently about 65%, 
numbers 75,000, of the 117,000 licensed child care spa 
are non-profit or publicly operated. At an average cost 
$6,000 a space, the current full cost is estimated at $4 
million. An additional $50 million is required for exist 
subsidies in the commercial sector. Current for-pre 
spaces receive fee-subsidized spaces. No new put 
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inding should be available to commercial programs under 
ie new system. 

Additional costs of other child care in the 1990-91 
udget, including services for physically and developmen- 
lly disabled children, parent resource centres, capital ex- 
enditures, pilot project, research and development, were 
located a further $60 million. Therefore the total cost 
ssumption for stabilizing the current services is $560 mil- 
on. 

Several options, as estimated by the Ontario Coalition 
yr Better Child Care, can finance this restructured system. 
he province of Ontario should maximize recovery of the 
2deral cost-sharing currently available through the Can- 
da assistance plan, called CAP, by using maximum fed- 
ral income eligibility guidelines for the purpose of 
etermining reimbursement. 

Using these criteria, it is assumed that the cost of care 
or 72% of children at an average of 70% of costs would 
eligible for cost-sharing under CAP. In dollar figures, 
e cost-sharing for 75,000 non-profit spaces will be $227 
illion. In addition, the current subsidy to the commercial 
ector of $15 million brings the total to $277 million. The 

eral share of these costs would be 50% or $138.5 mil- 
on. 

To generate this reimbursement, Ontario would need to 

pend at least $138 million. Given that the Ontario budget 
f 1990 anticipated spending $257 million on child care, it 
eems reasonable to assume that this amount would still be 
he provincial contribution. 
Added to this will be the revenue generated from par- 
mtal contributions, calculated through a new Ontario child 
are contribution using an income-testing model, estimated 
it $150 million. The total anticipated revenue would be 
3545 million. Given these calculations, it only takes an 
idditional commitment of $15 million to require the prov- 
nce to accomplish fundamental restructuring of child care 
n Ontario. We therefore request this committee to con- 
ider the following recommendations: 

1. Fund 10,000 additional subsidized spaces and create 
10,000 new spaces for non-profit and publicly operated 
‘ervices; 

2. Implement and fund pay equity adjustments for all 
thild care workers who have not found a remedy under the 
*xisting pay equity legislation on the same schedules as 
yther public sector workers; 

3. Take action to restructure the child care system as 
jutlined by budgeting an additional $15 million to the 
5257-million commitment in the 1990 budget. 

This is just a small investment for the big return of the 
uture of Ontario: our children. 


Ms Hayes: I would like to speak briefly to the issue of 
smployment equity. It is clear that discrimination in em- 
Mloyment denies women, persons with disabilities, visible 
ninorities and aboriginal people the opportunity to com- 
d¢te fairly in the job market. Women continue to earn two 
hirds of men’s wages, aboriginal people have twice the 
iverage unemployment rate and people with disabilities 
lave unemployment rates as high as 80%. 

It is the hope that this government is going to imple- 
nent employment equity legislation. We ask that this com- 














mittee recommend that in the budget there be money for 
an employment equity commissioner to institute an educa- 
tional program so that employees and employers can learn 
about the issues of employment equity, and that will focus 
on guidelines to assist the process and the development of 
the employment equity plans of the government and to 
develop formulas to establish goals and timetables. 

In addition, we ask that this committee see that policies 
are introduced that ensure accessibility for the disabled, 
especially in the distribution of the $700 million an- 
nounced in the throne speech, that it be allocated to neces- 
sary maintenance and renovation of public sector facilities 
and that the distribution of all government grants for con- 
struction and renovation projects be considered. 

That is basically our presentation this morning. Are 
there any questions? 


Mr Stockwell: Basically pretty much everything you 
spoke to was dealt with in the Agenda for People, which is 
the policy statement that the government had during the 
election. Since they have been elected, they have been 
doing the backstroke with respect to introducing a lot of 
these programs and fulfilling a lot of their promises. They 
have given a lot of reasons and rationale as to why they 
cannot, including the recession and the debt. Are you buy- 
ing into this, or are you telling us today that this govern- 
ment is obligated to fulfil An Agenda for People, to deal 
with a lot of the issues you are talking about today, regard- 
less of the economic climate we are in right now? 
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Mr Yampolsky: I think from our presentation today it 
is very clear. I do not think you are wrong in terms of 
seeing some of the similarities between what the commu- 
nity has been calling for for the last seven to 10 years and 
An Agenda for People. By our presentation today, what we 
have said, and what I said very clearly around the mini- 
mum wage legislation that we are looking for, is we want 
the timetable. 

We are saying the same thing around their commit- 
ments around child care. The government has committed 
itself to X number of spaces and we are saying, “Fine, let’s 
see them.” We also hold very clearly to the position that 
the recession is no excuse; that, if anything, the recession 
is really the critical time when social spending has to in- 
crease as there are more people in greater need. 

Just as an aside, because I suppose either it will come 
up or it is at the back of a number of people’s minds, there 
is is the whole issue of the cost-sharing with the federal or 
provincial arrangements under Canada assistance transfer 
payments and the 5% ceiling or the cap on the Canada 
assistance plan that is affecting Ontario. I guess it is also 
critical to remind legislators that prior to the CAP arrange- 
ments with Ontario in the mid-1960s, Ontario paid 100% 
of costs. 

I understand that there are political implications with 
Ontario spending what tends to be called 100% dollars as 
opposed to 50% dollars or 50-cent dollars, but it really is 
critical now, as we see food bank lines increase, as we see 
more and more people losing their homes. Really, it has 


F-298 


reached the perverse stage where food banks and bailiffs 
are the only ones doing booming business. 

Mr Stockwell: Surely the question, though, is in fact 
you see the backtracking taking place but you are going to 
hold firm to those promises that they made in the election. 
I do not agree with everything you say, but I agree with the 
fact that if someone makes a promise and produces a re- 
port like An Agenda for People, it is your job now to come 
forward and ensure that the government was not simply 
just making this up to get elected. 

Mr Phillips: Just to follow up on that, because I am 
relatively sensitive to this, as you know, I was Minister of 
Labour and I had responsibility for the minimum wage. I 
do not know whether any of you were among the picketers 
who kind of went after me, sponsored by the Labour 
Council of Metropolitan Toronto. 

I am quite sensitive about An Agenda for People be- 
cause I think that is one of the bases on which the new 
government got elected and one of the bases on which we 
were defeated, in spite of the fact that the budget of the 
Ministry of Community and Social Services went up dra- 
matically. I think it was up 20% this year. I think we put 
$500 million into implementing the Social Assistance Re- 
view Committee. But that was not, I think, fast enough. 

I guess what you will have to count on us for is to 
monitor An Agenda for People. An Agenda for People did 
not say we are in a recession, so I do not think the new 
government can get off the hook on that. I gather the Trea- 
surer is now saying he has a windfall—surprise, surprise— 
of $1 billion, which brings the revenue maybe—I do not 
know; we will know tomorrow—back up to what we 
thought it was. A $2.5-billion deficit is an unusual one 
because, as I say, it now looks like government revenues, 
in spite of the recession, are not going to be down the $1 
billion that was predicted right after the election. 

We will be watching An Agenda for People. I think the 
timetable was in there. On your minimum wage, the time- 
table was in the agenda. I think it was over four years. On 
the child care it is over two years. On the housing it is over 
two years. I think the new government will simply be 
monitored on the basis of An Agenda for People. I guess 
you are at a committee that can help you do that, in spite of 
the tough economic times. 

Mr Yampolsky: With respect to the way it was laid 
out in the agenda, though, to state the minimum wage 
would be raised to 60% of the average industrial wage 
within four years does not help us because the whole lump 
sum can be done in the final period. 

Mr Phillips: They would not do that. 

Mr Yampolsky: It was two years? 

Mr Phillips: It says over four years. 

Mr Yampolsky: Yes. Minimum wage was over the 
course of four years. What we are really looking to, and I 
think what people in Ontario are really looking to, is the 
staging process of this. Is it going to be nickel-and-dimed? 
We saw with the last government—I think it was a 40-cent 
increase in one lump sum. Are we looking at those kind of 
increments? What are the incremental benefits for people 
who are earning minimum wage, and over what period of 
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time can they really look to it? On the other side, I thi; 
employers have to know that. 

Mr Phillips: Yes. 

Mr Yampolsky: I think it is critical in terms of a 
kind of economic planning, particularly for the small bu’ 
ness sector that they are looking at, to know what kind 
incremental costs they are going to have to look into. 


Mr Phillips: Just for your information, I was the mi 
ister and I tried to move it up. The argument I got was t 
it would result in fewer jobs. That is why the old gover 
ment took it up at the rate it did. I can recall—eyeball 
eyeball with maybe one of you or not—the new pove 
ment saying, “No, no, it should go up to 60% of the indt 
trial wage.” I think the new minister has made | 
announcement in the House about it, so we will be wate 
ing that. | 


Mr B. Ward: I have two questions and I hope you ¢ 
answer them to the best of your ability. , 

The first one is that during these tough economic ti 
we have been getting a feeling from organizations whi 
perhaps take a conservative look at things that in fact 
are spending too much on social programs, that with t 
recession we should be cutting back our commitment 
social programs because of the cost. There is a feeling 
some individuals that people who are on social assistan 
UI, or whatever the program is, could work if they want 
to. Could I get your answer to that? Should we be cutti 
back at this time, and if so, why, or if not, why not? 

The second question concerns the minimum wage. T 
criticism about increasing the minimum wage is that 
would be destroying our competitive balance in the glol 
economy with our competing provinces or our southe 
neighbours. What answer do you have to that, that by 
creasing the minimum wage we will not be harming ¢ 
ability to perform as an economy? 

I guess I have one more question. There is what I cal 
conservative view that the Holy Grail is a triple-A cre 
rating as a province. Do you think we should be conc 
trating on that more than on having adequate social p 
grams for the working people in this province during the 
tough economic times? 

Could you just touch on those three areas so I am cl 
in my mind what your organization feels we should 
doing during these tough economic times? 


Mr Yampolsky: I will attempt to tackle the first ¢ 
the third, the one around spending cuts and should we 
cutting back, at the same time as dealing with the wh 
issue of a credit rating. 

It is our really firm position that no, there should not 
any cutbacks in social programs at this point in time— 
fact, if anything, there should be dramatic increases 
think, from a purely economic perspective, if you look < 
cost-benefits analysis of it, by cutting back on social as: 
tance programs or any type of social program—and I le 
health out of social programs because it is its own entity 
this point in time—by cutting back on social spending ) 
will see, and I think we have begun to see, an increase 
crime. 
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You will see an increase in health care costs being 
curred. It is no mystery and no great surprise that poor 
sople are more reliant on the health care system than 
jiddle and wealthier Ontarians. That is purely because 
20ple who are not in poverty can afford to live in safe and 
‘cure surroundings. They do not have to deal with cold- 
ater flats, and yes, we still have cold-water flats in the 
990s. They can afford to feed themselves and their chil- 
ren properly, adequately and with nutritious food. They 
0 not have to suffer, as we are seeing right now, an in- 
ase in the number of children who are suffering with 
ckets. That has not been seen pretty much since the post- 
ar period, but there really is a dramatic increase. 

They can, for the most part, afford to provide their 
ildren with breakfast so that their children can go to 
chool and can succeed in terms of behavioural issues and 
ehavioural problems. A longitudinal study was actually 
one in Boston. They correlated academic scores and 
chool feeding programs or school breakfast programs and 
tually found the academic scores of the children who 
vere having proper nutritious breakfasts went up on aver- 
€ 9.5%. So we are really looking at investing in both the 
urrent generation and in future generations of Ontario by 
creasing that. 
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We also have to look at the fact that by increasing 
acome support programs, you really will see decreasing 
Bence on the health care system. It is our contention as 
vell that as the recession deepens, there will be an increase 
n crime. There will be people who will be desperate to 
wovide for both themselves and their families. I am not 
aying that that is why we are seeing such a dramatic 
ncrease, but I have no difficulty stating publicly that I 
hink certain people turn to crime because they just cannot 
ifford to pay for themselves or cannot afford to take care 
of themselves. 
In terms of a credit rating, I do not think that an in- 
mease in social spending would really necessarily see a 
atic attack from Standard and Poor’s and everybody 
‘Ise on our credit rating. I do not think one thing has 
anything to do with the other. 
| For me it relates as well to your question around the 
minimum wage, that by increasing the income of all 
emians, both through minimum wage and income sup- 
dort programs, you also increase their ability to consume 
xoods and services across the province. That also, to my 
nind, begins to put people back to work, because as de- 
nand for goods and services increases as people have in- 
>ome in their pockets, there is going to be the 
soIresponding response from the other side, which is we 
we going to have to meet the supply based on the demand 
hat is coming up. More and more people are going to be 
~alled back to work. 


_Mr B. Ward: If I can clarify, in your opinion, by in- 
creasing the minimum wage we would not experience job 
Oss, but in fact we may experience job gain because of 
‘he— 



















Mr Yampolsky: Yes, provided we are not prepared, as 
>ertain governments have been and are prepared, to lose 


our entire industrial base within Ontario. If we are pre- 
pared to relinquish our industrial base and simply look at 
Ontario and particularly the greater Toronto area as being a 
service sector economy, then I do not know if I would 
stand this firm. 


Mr Hansen: The question I want to ask is if it is 
possible, before we make our reply, that we get a photo- 
copy of the written speeches that are there, because by the 
time Hansard comes out, after we write the report, it will 
be of little use to us. 


Ms Hayes: We have a written brief. 


Mr Hansen: Because I lost on some of the figures 
there as you were reading them out. 


Ms Hayes: Yes, we have it all. Everything that we 
said is in writing and we will have that brief to you later on 
today or tomorrow. 


Mr Hansen: Okay, that will be fine. Thank you. 
Mr Yampolsky: The printer broke down. 


Mrs Sullivan: I think that your intervention today was 
a useful one and I agree with my colleagues that new 
promises were made and a new government elected and I 
hope that you will hold them to those promises. 

I want you to review some of the information that you 
provided relating to child care. Just as a preamble to my 
question, over the past five years we have seen about 200 
to 225 million new provincial dollars going into child care 
for subsidized and new spaces, and Ontario in the last 
budget, I think, committed about $260 million to child 
care. With the request that you are making, I think that 
new spaces or subsidized spaces would add an additional 
$65 million, let alone whatever the additional costs are of 
operating spaces that exist, including the pay equity sug- 
gestions that you made. 

Where I am having trouble following your argument is 
your suggestion that only 15 million new dollars would be 
required. It seems to me that you are underestimating the 
change in federal transfers through CAP. We understand 
that in this fiscal year there is going to be $310 million less 
coming from the feds for the CAP program and in the next 
fiscal year $510 million less. : 

As a consequence, the province’s share to maintain and 
to add new spaces will have to go up. As you have indi- 
cated, at one time the province carried the whole load of 
child care. I am wondering if you are asking of the new 
government that despite what happens with federal trans- 
fers, the province take the load and provide those spaces 
with or without extra funding from the federal level. 


Ms Knight: The new spaces are not in question. The 
new spaces were actually following through on the elec- 
tion promise and the number of spaces that had been re- 
quested before, phased in over so many years. That was 
the 20,000 new spaces. 

The funding arrangements would occur within a re- 
structuring of funding. The restructuring of funding would 
take away an administrative layer that now happens at the 
municipal level, which costs in some cases municipally—I 
know in Toronto—100% municipal dollars. The readjust- 
ment from needs testing to income testing would bring 
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about additional revenue from parental fees. That is all 
worked out within a brief presented by the Ontario Coali- 


tion for Better Child Care last fall and various meetings | 


have been held to discuss where the restructuring and 
-where the money would come from. 

The capping of CAP, yes, has had a substantial effect 
on what moneys would be available in the future for child 
care, but we still see it as provincial leadership, especially 
within Ontario, where Ontario, British Columbia and Al- 
berta are particularly affected, that some protest be made 
against capping CAP and that should come as a provincial 
initiative. 

Mrs Sullivan: Of course, there already is a court case. 
That still does not answer the question, should Ontario 
then make up the extra funding requirements? 


Ms Knight: Yes. 


Mr Curling: As this government came into power to 
govern, I have become more sceptical about the fact that it 
can honour some of the promises or commitments, as it 
would call them, to bring about the programs that it wants. 
We all knew during the election that there was a recession 
on the way. But I also feel that not only governments have 
a responsibility to carry out changes, but also organiza- 
tions like yourselves to deliver. Sometimes I am quite 
sceptical about organizations. Some of the organizations 
are delivering in this way, and I will be specific. 

You spoke about co-ops being a very effective afford- 
able housing program. Yes, I believe that too. I think that 
the concept is great. I just wondered too if you are looking 
at your programs and finding out who are the people who 
are in the co-ops. You talk about income tests and needs 
tests. It seems to me the complaints I get all the time—of 
course they have their own special lists, who gets into 
those co-ops, and if you look in there, there are quite a few 
people who can basically afford housing outside in the 
private market itself. The people who are in need, more so, 
do not get in. 

The other part I would like to touch on—my colleague 
touched on the child care thing very eloquently, the con- 
cern that she has—is the part about employment equity. 
Again in that area, when those things come into place, 
whether it is affirmative action, whether it is pay equity or 
whether it is employment equity, the people whom the 
needs are addressed to are excluded. 

As I hear you speak and as I hear government speak, it 
comes in this pecking order. It says, “Woman” and the call 
becomes woman and then it becomes a certain type of 
woman. Then it becomes disabled, then it becomes native. 
They become the people in discrimination, the people of a 
visible minority. Every time a program is started, then 
those have to wait back for those in need more. I think 
those who are for housing are going to have to stay back 
and wait a longer time for those in need, because the others 
will get in front. 

Do organizations like yours see yourselves re-evaluat- 
ing your process to find out—after the governments, who- 
ever they are, put their programs in place—whether the 
real people who are in more dire need have access? You 
have that responsibility and I am hearing a sort of quiet, 
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mum, low protest—because the protest was pretty high: 
the time of the Liberal government. I do not want to u 
the word “protest.” Are the words and the advocacy | 
strong now as they were then? | 
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Ms Hayes: With respect to non-profit housing, we ¢ 
asking that 20,000 units of affordable non-profit housi 
be provided by the government over two years, includi 
co-op, municipal non-profit and private non-profit. 

We believe that co-op housing is in fact a very positi 
and good form of alternative housing for not just low- 
come people but also moderate-income people who canr 
afford home ownership; that is, as we see a growing nui 
ber of people in Ontario who cannot afford to buy a hot 
but who want some form of security a co-op provides thi 

There are certain politicians whom we see who have 
fact occupied co-op units, who make a large amount 
money, but statistics by the Co-operative Housing Fede 
tion of Canada have shown that they are a very min 
number of people who occupy co-ops. People who ¢ 
afford to buy houses generally do. People who cannot | 
ford that can live in co-ops. | 

Each co-op generally has 50% rent-geared-to-incot 
units and 50% market units, and we believe that the g¢ 
ernment should be committed to providing a range 
housing for all income levels, not just poor people, not j 
home owners, but all ranges. We believe that co-ops ar 
good, democratic form of non-profit housing. 


Mr Curling: Fifty-fifty. Let’s address that. You s: 
50%. You were asked the per cent that are rent-geared- 
income. Do you not think that should be considerably 
creased, to 80% rent-geared-to-income? 











Ms Hayes: Well, I guess it does address the budget: 
issue, because we strongly feel that co-ops should maint: 
the mix of incomes within their tenure for many differ 
reasons because of the fact, as I just said, that a range 
housing should be provided and the government shot 
not just politically not think about those people who ; 
not able to afford home ownership. We do not think t 
50-50 is a skewed number. 


Mr Yampolsky: Co-op housing is not designed to 
place the Ontario Housing Corp. It is not designed to 
solely targeted, as it was early on throughout OHC, stric 
at low-income people. I think some of the experiments 
OHC—some of them very close to here, within spitti 
distance of this building—that were set up and targe 
specifically at low-income individuals—we have seen’ 
social implications of that. 

I think when we turn around and look at other devel 
ments such as the one on the Esplanade, which has a n 
of incomes, a multicultural mix that exists there—an 
could speak best, I think, of the co-ops within Metro * 
ronto. When you look at the co-ops around the Chris 
and Dupont area—yes, some of them are targeted specif 
ally at women, some are targeted at immigrants and re 
gees—they all have a mix of income levels. What t 
provides within a social context is the support for th 
people who might not necessarily have certain skills ¢ 
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yilities to work alongside on a day-to-day basis with other 
2ople. 

To a certain extent, if I really wanted to sound incredi- 
ly paternalistic and patronizing, I could say the poor peo- 
le were learning from the rich people. I would not say 
at, but by turning around and segregating all poor people 
ito housing co-ops, you are going to create nothing but an 
wful a lot of the ghettos that we saw develop through the 
ousing corporations in the United States. I look to Buffalo 
yr that example. 

_ [just want to touch on your other issue, Mr Curling. 


~ Ms Hayes: Let me just finish something on that topic. 
Mr Yampolsky: Sure. 


Ms Hayes: I just want to add one more thing on the 
9-op housing. As I mentioned, we all know that women 
jake approximately two thirds of the wages men make. A 


- mother who may be making a living wage but not 





yaking poverty wages would have the opportunity to live 
1aco-op and share resources, as Richard was mentioning, 
nd skills with others in order to improve her life. That is 
nexample of people making just above a certain amount 
if income. 


Mr Yampolsky: With regard to your other question, I 
ised the term “‘the hierarchy of deservedness” when I was 
king about social assistance, where we talked about dis- 
bled more than employables and children above all else. I 
nink you are right in your concerns around women or 
isabled women or visible minority women coming before 
vhomever and both the segregation that we make within 
‘arious social issues as well the divisions that come from 
hat. 
_ I think our position has been very clear. It is that we 
yppose this hierarchy. If you are going to deal with an 
sue, then you have to deal with it. I think that the reason 
t is spelled out in very clear and concise language, be it 
iboriginal people, whomever, and various categories, is 
hat these people more often than not are forgotten. They 
ire not talked about explicitly. 
: What the community has done by adopting the lan- 
Juage that it has is bring to the fore the explicit demonstra- 
ion that these are the groups we are talking about. We are 
jot talking about predominantly men. We are not talking 
ibout predominantly middle-income, middle-management, 
ipper-management people. We are talking about people 
vho have not been availed of a number of opportunities. 


I can see you are pressed for time. 


The Chair: Yes, I am going to have to cut you off. We 
we half an hour over already. If you would like to pursue 
your questions with the deputation in the hall, that would 
de acceptable. 

I would like to thank you for your presentation today 
ind I hope you will get that brief to us as quickly as 
d0ssible, because we do need to see it. 


Ms Hayes: May I make a small observation? 












| The Chair: Actually, no. I am sorry, but we have an- 
other deputation that has plane connections to make and 
Ne must move along. Thank you for coming. 
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ONTARIO BORDER COMMUNITIES TASK FORCE 
ON CROSS BORDER SHOPPING 

Ms Logan: My name is Gail Logan. I am general 
manager of the Sault Ste Marie Chamber of Commerce 
and I am here today representing the Ontario Border Com- 
munities Task Force on Cross Border Shopping. I would 
like to introduce the other representatives here at the table 
with me this morning. On my left is Rob Schihl, who is the 
president of Shop Ontario, Niagara. On my right is Bob 
Gale from Niagara Falls. 

Before I start reviewing the brief, I would also like to 
recognize the other individuals and the communities who 
are here today regarding the issue of cross-border shop- 
ping: from St Catharines, Noel Buckley and Tony Com- 
misso; from Niagara Falls, Glen Gandy; from Fort Erie, 
Glen Walker; from Windsor, Mark Jacques; from Sarnia, 
Mike Harold; from Cornwall, Mike Metcalfe. I would also 
like to recognize two individuals who are here in support 
this morning, Tony Martin, who is the provincial member 
of Parliament for Sault Ste Marie, and Steve Butland, who 
is the federal member of Parliament for Sault Ste Marie. 

The Ontario Border Communities Task Force on Cross 
Border Shopping is very pleased to present this pre-budget 
submission to your committee on behalf of its member 
communities of Cornwall, Fort Erie, Niagara Falls, Kings- 
ton, Port Colborne, St Catharines, Sarnia, Sault Ste Marie, 
Thunder Bay, Welland and Windsor. Through its various 
affiliations, this task force represents over 6,700 busi- 
nesses in Ontario and these businesses employ more than 
175,000 people in the aforementioned communities. Our 
purpose here today is to share information and ideas with 
your committee in the hope that you will recommend fis- 
cal policies that will benefit the provincial Treasury, 
Ontario’s businesses, our communities and all residents of 
Ontario. 

With the assistance and support of the Ministry of In- 
dustry, Trade and Technology, small business Ontario 
branch, this important task force has been meeting regu- 
larly over the past year to discuss the common and grow- 
ing issue associated with the anomalies that encourage 
Canadian shoppers and, in particular Ontario shoppers, to 
divert their business to United States border cities and 
which discourage US residents from spending in Canada 
and Ontario. We call this the cross-border shopping prob- 
lem to reflect the two dimensions. It has been plaguing this 
province and our country since 1986. 
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The issue is larger than one single trade sector, com- 
munity or government body. It impacts such diverse areas 
as retailing, tourism, manufacturing, agriculture, border 
communities, provincial and federal revenues. It is impor- 
tant to note that all of these players are implicated in both 
the causes of the problem and the potential solutions. 

We feel that the cross-border shopping problem is a 
symptom of non-competitiveness, and improving competi- 
tiveness may well be the pervasive economic challenge for 
Canada, and in particular Ontario, through the 1990s. Any 
solutions to this problem will require the active involve- 
ment of all interested and affected parties to become a part 
of the competitive team. 
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There have been published reports indicating the traffic 
count of same-day visits to and from Ontario has gone 
from a net inflow in the second quarter of 1987 of 1.4 
million people to a net outflow of 1.5 million people in the 
second quarter of 1990. This is addressed on appendix 2 
included with the brief. In addition, the number of people 
making same-day trips to the United States from Ontario 
continued to increase by 30% in 1990, and we anticipate 
the same or an even higher increase for 1991. 

Estimates of lost retail sales in Ontario for 1990 are as 
high as $600 million. This translates to approximately $50 
million in lost sales tax revenue to this province. This is a 
major blow to our retail industry and imposes many nega- 
tive side effects on government, business and our commu- 
nities. These lost sales have and will continue to reduce 
and/or eliminate retail and service sector jobs in this prov- 
ince. The results are devastating, including tremendous 
business and personal hardship through bankruptcies, lost 
employment, lost taxation revenue, and it places an even 
greater strain on our social programs, which are currently 
operating beyond the maximum affordable level. 

Recent expansion of retail shopping opportunities and 
also the establishment of new outlet malls in US border 
towns have increased the difficulties faced by Ontario 
businesses. A number of these new and/or expanded facili- 
ties have been specifically targeted to attract the Ontario 
consumer, for example, in Buffalo, Niagara Falls and 
Massena, New York. In addition, there has been a marked 
increase in the volume of advertising by US retailers and 
hospitality providers in Ontario advertising media. US 
shopping districts which were previously depressed are 
now doing a brisk business with the assistance of Ontario 
consumers. 

Ontario consumers are making significant purchases in 
the US of gasoline and groceries, liquor, beer and ciga- 
rettes, along with big-ticket items such as automobiles and 
auto parts, boats, building supplies, clothing and linens— 
the list goes on. Border cities in Ontario are showing signs 
of depression, and retail stores and service sector busi- 
nesses, along with supporting businesses, are closing at an 
alarming rate. 

There has also been a sharp decline in US tourists visit- 
ing Ontario during the past two years. Many reasons have 
been cited by these visitors, including the high cost of 
gasoline, meals and beverages—all items which are sub- 
ject to considerable taxes. 

Traditionally, Ontario residents have shopped in the US 
for good bargains; however, until recently these purchases 
have been offset by Americans visiting the province. Trips 
by Ontario consumers have been considered very worth 
while because of the significantly lower price of gasoline 
in the United States and because provincial taxes are not 
collected on their purchases at border entry points. In addi- 
tion, in many instances federal taxes and duties are waived 
on these purchases. The result is that Ontario businesses 
are placed at an extreme competitive disadvantage relative 
to their US counterparts and applicable tax revenues are 
not being realized by the province. 

Recent studies in border communities have estimated 
that every $100,000 in lost revenue results in one lost job. 
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As an example, Sault Ste Marie’s lost revenue of $1 
million for 1990 as a result of cross-border shopping 
equal to a loss of over 1,000 jobs in our community. 

The Ontario Chamber of Commerce adopted the f 
lowing resolutions at its annual meeting in May 198 
“that legislation be implemented immediately to 
about the harmonization of the collection of the GST a 
provincial sales tax,” and also “that the provincial govei 
ment negotiate with the federal government the impleme 
tation of a cost-effective system to collect provincial sa 
tax on goods entering Ontario and declared at bor 
crossing points.” | 

With a harmonized tax collection system for PST a 
GST, the federal government would be responsible for c 
lecting all provincial sales taxes along with the GST a 
any duties at all border entry points. Numerous and imps 
tant benefits are associated with the harmonized tax coll 
tion system. The collection of PST would add signific. 
revenues to the provincial Treasury and assist in reduci 
the enormous provincial deficit. Estimates on provin 
taxes currently lost as a result of cross-border shoppi 
could be as high as $115 million for 1991. Both levels 
government would realize significant cost efficienc 
through one administration and auditing system. | 

If consumers were required to pay all taxes and dut 
on declared goods entering Canada, then the cost diff 
ence between purchasing in the United States and Cane 
would be minimized. In addition, a single tax syst 
would provide assistance to the business commun 
through ease of collection and remittance to one agen 
reducing their time spent and their administration costs. 

The Ontario tourism industry would also receive 
much-needed boost by offering refunds on both taxes 
visitors before they leave the country. Tourists would si 
ply present their sales receipts to the duty free shop at th 
point of departure and the provincial sales tax would 
refunded along with the GST. | 

A harmonized PST and GST collection system wot 
assist Ontario businesses in maintaining a competit 
edge against their US counterparts during these very dil 
cult economic times and ensure continued employment | 
Ontario residents in the retail and service sectors, alo 
with increased provincial revenues. This recommendati 
puts all players in a win-win situation and provides a le 
playing field for Ontario business. 

The Ontario Border Communities Task Force on Cr 
Border Shopping agrees wholeheartedly with the afo 
mentioned Ontario chamber resolutions and we urge t 
committee to include these recommendations in the ni 
provincial fiscal budget. 

Regarding gasoline-tax-reduced zones, retail prici 
differences in various border communities throughout C 
tario appear to vary only by several pennies per litre. Y 
will notice on page 4 we have included a breakdown of 
average gasoline retail price per litre in Canadian dolle 
the pump retail price in Ontario, approximately 57 cer 
in the US, 40 cents. 

Border communities in Ontario have lost sales in | 
cess of 295 million litres annually. This is alluded to 
schedule 2 of the brief. By reducing gasoline taxes, a lai 
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scentage of that business can be recovered. This can be 
complished by reducing the taxes in zones starting im- 
ediately next to the US border, commencing with a 10- 
nts-per-litre reduction and then reducing the increments 
, 2 cents per litre as the distance from the border in- 
s. This is outlined on schedule 1 of the brief. 

I apologize for the numbers there. They were boxed. 
_ The revenues lost on gasoline sales is quite significant, 
outlined below. Total lost revenue is in the 
sighbourhood of $116 million-plus, and that relates to 
st revenue for provincial taxes, federal taxes to dealers 
refining and marketing. 
| On page 7 we have shown calculations for gasoline tax 
jected revenues with a reduction in tax. You will notice 
1990 gas sales in border communities of 664 million 
realized a revenue of in excess of $156 million in 
incial and federal tax revenue. We have calculated a 
tial for 1991 gas sales in border communities of 959 
illion litres, totalling potential tax revenues of 
67,825,000. 

As you can see from the calculations above, a reduc- 
on in gasoline tax through a zoning formula will realize 
yore taxation revenue for both the provincial and federal 
overnments. In addition, it will assist border communities 
addressing the cross-border shopping problem by cor- 
a the major discrepancy in pricing which exists be- 
ween Ontario and the US. It currently causes Ontario 
onsumers to make significant purchases of gasoline out- 
de of the country. 
210 
_ As mentioned earlier in this brief, the Ontario Border 
Jommunities Task Force on Cross Border Shopping rec- 
gnizes that action to tackle the challenges associated with 
ae cross-border shopping problem requires the co-opera- 
ve efforts of both the public and the private sectors. 
_ The business community recognizes its role in address- 
ag this complex problem and wishes to engage govern- 
at to address the issues under its control; that is, 








ion. Individual communities and businesses in border 
unities have already adopted a number of business 
gies to assist in addressing the cross-border shopping 
lem. Marketing initiatives, including training and re- 
ining of retail and service staff to provide better custo- 
ner service, more aggressive marketing campaigns 
ageted to the local shopper as well as the potential visitor, 
st-free loans to consumers sponsored by business and 
ing institutions, cross-merchandising of products and 
etvices, special promotions, better exchange rates for US 
utrency and other initiatives are currently under way or 
Te soon to be implemented in border cities throughout 
O. 
The benefits associated with a change in the provincial 
Overnment’s fiscal policy are tremendous. The provincial 
Yeasury would realize in excess of $115 million in tax 
evenue. That relates to provincial sales taxes, excise taxes, 
acome taxes, etc, that would be recovered. Ontario busi- 
esses would continue to employ thousands of residents in 
ne retail and service sectors and potential visitors would 
more encouraged to take advantage of vacation experi- 
Nees in our incredible province, Ontario. 










Resolving the problem of cross-border shopping is crit- 
ical to the province and this country, as many jobs and 
substantial revenues are at stake. Ontario businesses are 
and will continue to play their role and their part in the 
solution by improving customer service and competing 
more effectively. Government must also play its part with 
the introduction of more efficient and equitable fiscal poli- 
cies. 

The cross-border problem is a symptom of a serious 
competitiveness problem. However, it is only one of the 
many powerful forces operating in the same direction: the 
advent of free trade with the United States, the US-Can- 
ada-Mexico trade discussions, the coming of the common 
European market in 1992 and many other global political 
and economic changes. Canada, and particularly Ontario, 
cannot hope to ignore or escape these forces. The private 
and public sectors must participate in a common effort to 
boost competitiveness, and the time to build that team is 
now. 

On behalf of the Ontario Border Communities Task 
Force on Cross Border Shopping, I would like to thank 
you for the opportunity to present our submission this 
morning. We would certainly be happy to answer any 
questions. 


Mr B. Ward: I would like your comments on three 
issues. On the first issue, has the implementation by the 
federal Conservative government of the GST helped or 
hindered your particular retail sector in relation to the 
shoppers who are going to the US? The second question is, 
would a lower Canadian dollar assist your efforts? The 
third is, as far as enforcement of our borders to ensure that 
duties are collected is concerned, because it is federal ju- 
risdiction, should that be looked at, strictly enforced duty 
collection, but then that creates problems because of in- 
creased lineups and the discomfort that causes to the con- 
sumer? Perhaps you could touch on those three 
issues—the GST, the high Canadian dollar and greater en- 
forcement, whether you would see that as one avenue of 
helping or hindering you. 

Ms Logan: You are talking about federal government 
fiscal policies in this regard. 


Mr B. Ward: I just want to get your feeling on it. 


Ms Logan: Regarding the federal government’s GST, 
I think it is fair to say that the business community has had 
difficulty with implementing the GST and consumers are 
having difficulty with it, but they understand that it exists 
and that they are going to collect it. In terms of the cross- 
border shopping problem, it has created additional hard- 
ship for Ontario business because it encourages consumers 
to spend their dollars in the United States. 

Federal government fiscal policy relative to the high 
Canadian dollar certainly would help. 

Collection of duties and enforcement: We have a 
situation in Sault Ste Marie with our bridge. It is a 
two-lane bridge and we have a number of entrances into 
our community. If the federal government goes ahead with 
its Customs 2000 program and implements some of the 
changes to access into the country through express lanes, 
duty-free lanes, etc, that will certainly help avoid the 
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problem of lineups when you are looking at enforcement 
or collection of duty. 


Mr B. Ward: So you think that would help. 


Ms Logan: Yes, we could be urging the federal gov- 
ernment to implement that program. 


Mr Sterling: I just wonder if your group is aware of 
the revolt that is going on in Ontario now. I am talking 
about the revolt that Bob Rae talked about that was going 
to take place, after he was elected as Premier, against the 
GST and whether or not Bob Rae is going to— 


Mr Curling: A revolution. 


Mr Sterling: —the revolution we are having here in 
Ontario that was led by Bob Rae, and whether or not the 
whole basis of his revolt seems to be that he is not going to 
harmonize the GST and the PST. I agree with you that I 
think the harmonization makes a lot of sense, but I am not 
certain that this government can give up the revolt that we 
have seen take place since September in terms of dealing 
with the GST. Excuse me for being a bit facetious about 
the whole thing. 

I notice that in your brief you say that the federal gov- 
ernment would be responsible for collecting the PST and 
the GST. Do you think it is reasonable that because half of 
the tax, roughly speaking, is going to be PST, that the 
provincial government should pay for half the collection? 


Ms Logan: Our task force would certainly like to 
work with this committee and with the provincial govern- 
ment in coming up with the best system of collection. We 
certainly feel that harmonization would be the best system, 
but if there is another fairer and more equitable system that 
reduces cost, reduces time, we are certainly willing to dis- 
cuss and come up with an alternative recommendation. 


Mr Sterling: One of the problems that you face here 
in order to bring forward and take some action—it is very 
easy for any provincial government, as we did when we 
were there as Conservatives, as the Liberals did and no 
doubt the NDP is moving to it, to place all its problems on 
another level of government. One of the problems we have 
in this committee is that we can only make positive recom- 
mendations and get positive action if in fact the Treasurer 
of Ontario does some things that are within his own man- 
date to do. 

In my view the carrot to the federal government would 
be, “Look, you are going to undertake this very unpopular 
task of collecting tax at the border.” What government, 
what politician wants to be the tax collector? Nobody 
does. You have to be realistic in what all of this goes 
about. Therefore, I think that your brief would be very 
much stronger if you made recommendations that in fact 
the Treasurer of Ontario would be responsible for taking 
action for. 

The harmonization is one thing, but the other part of 
the fact of the matter is that any government which imple- 
ments a collection at the border is going to be very unpop- 
ular. There are a lot of consumers who like cross-border 
shopping, so why would the federal government, heading 
towards an election, consider angering these people who 
are coming across the border? 
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It is logical and it is reasonable, but it is akin to man 
of the other things that groups come in and talk about. 
think it would be reasonable for the provincial governme! 
to provide half the collectors at the border. Why woul 
they not have the provincial government people helpir 
them out at the border collecting this tax? I think th 
would, in a lot of ways, save the federal government if w 
are willing, as a province, to take some leadership ar 
responsibility for collecting this tax. | 

The other question I have is that I represent the ridir 
of Carleton in eastern Ontario and my whole riding wou! 
be more than 50 kilometres from the border. There mig 
be a small portion of it that could be within the other zon 
How do I explain to my people in my riding, the 90,0( 
people whom I represent, that the people who are livir 
closer to the border are not paying their fair share of taxes 
1220 | 

Ms Logan: Currently the residents of this provine 
are subsidizing those who are going across the river at 
purchasing gasoline. We know from our Ernst and Your 
study in Sault Ste Marie that gasoline was the driver. Th 
was the primary trigger for why people were going acro 
the river and making these purchases. In addition to tl 
gasoline they were purchasing other items. In a ve 
pointed question to consumers, we asked them, “If gas 
line were equally priced or more favourably priced, wou 
you be shopping to the extent and the level you are?” TI 
response was no. They would prefer to shop, to spend the 
dollars in Ontario. Unfortunately they want to make the 
dollar go as far as they can and they have to spend it acro 
the river. 

Mr Sterling: I understand the problem, but I have 
constituency to represent. They are not any more interest 
in paying taxes than the constituencies your group repr 
sents, which are all border towns. How do I explain ton 
people that you have a special break? I guess the answ 
would be in terms of an overall reduction in the amount 
tax on each litre of gasoline so we could be competitive 
that area. I think that would be a more reasonable tr 
sponse. 

The 24 cents per gallon or per litre that we pay 
Ontario: Can you answer how much of that is federal a 
how much is provincial? 

Mr Gale: Currently we have the GST now, but & 
cents is excise tax, 11.3 cents is provincial tax and on t 
of that you have GST at 7%. You would take your whol 
sale cost. You would add 8.5 cents federal excise tax— 


Mr Sterling: It is 24 cents basically that we are de 
ing with. 
Mr Gale: Approximately. 


Mr Sterling: You are saying that 11.3 cents of that 
provincial. 


Mr Gale: That is on no-lead gas. 


Mr Sterling: I do not think a penny or two is going 
make a difference. 


Mr Gale: I agree. 


Mr Sterling: The difference is 14 cents a litre, ba 
cally. 
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Mr Gale: The difference I tabulated last night at 6 
clock. I am from the Niagara region. I am a retailer- 
holesaler in the Niagara region and throughout Ontario. 
iking a lot of facts into consideration, with the US dollar 
C$1.17, $1.21 is the best price that I know from people 
be able to buy in Niagara Falls, New York, yesterday. 
overting it all over—trust my figures, I hope—with the 
merican tax, the difference in tax is 11.69 cents Canadian 
re. 

If you take the cost in Niagara Falls—I am talking 
iagara River border. I apologize for not being up to date 
1 Michigan or taxes around there, but around the Niagara 
wder right now, in Fort Erie it is about 53 cents retail 
ice—54 cents in Niagara Falls. The difference right now 
ith the American price at $1.21 works out to 37.8 cents a 
te. That is in Canadian dollars, Canadian litres—37.8 
ints if you go over the border. The difference, add on the 
|.19 cents, brings you up to about 49 cents and change, 
) point some-odd cents. For the difference of five cents a 
te there, people are not going to go over the river in 
oves. 

I note that there is no doubt Canadian businesses are 
ying to cut some of their profits on some of this, but the 
ylumes have gone down so much in local things that the 
ily way you can justify it is by increasing your price. 
Be ewise you close the stations. 

Mr Sterling: Do you know, of the 10 cents of tax in 
e United States, how much of that is federal and state 
x? 

Mr Gale: I have it broken down here if you wish to 
Tite it down. This is US gallons. If you want all their 
xes— 


Mr Sterling: No, just the percentages. You have 10 
¢nts per litre of tax in the US, in your brief on page 4. Is it 
x and four or is it nine and one, or do you know? 

Mr Gale: I only have what happened yesterday. I do 
dt have that brief. I know federal excise tax in the United 
tates— 

_ Mr Sterling: Try and keep it as simple as possible. 
_ Mr. Gale: I cannot break it down. I have to talk US 
illons; I am sorry. 

Mr Sterling: It does not matter whether it is US gal- 
ms or not. How much is federal and how much is state? 

Mr Gale: Okay, they have different taxes. Federal ex- 
se tax over there is 14.1 cents a US gallon. Everything 
‘se is state tax except for a superfund and tank-testing tax 
ey have of 0.4 cents, approximately, a US gallon. 


Mr Sterling: Forget that one. What is the total of the 
ate tax? 


Mr Gale: Approximately 14 cents. 

Mr Sterling: So it is half and half, then? 

Mr Gale: Approximately. 

Mr Sterling: Okay. You mentioned that the cost of 
4s down in your area is 53 or 54 cents. The cost of gas in 
ttawa is somewhere around 63 to 65 cents a litre. How 
I go back to my people and explain that we are going to 
ve a break to people who are paying 54 or 55 cents a 





litre? That is very difficult for me as a provincial politi- 
cian. 
Mr Gale: Will that affect them, though? You people in 
Ottawa, will that affect you? They are not near a border 
point so I do not think this will affect them at all. 

Mr Sterling: They are paying 65 cents a litre in gaso- 
line. The news that you would like the provincial Treasurer 
to come out with is that they are giving some kind of break 
to border towns. Their gas is going to go from 53 cents to 
48 cents a litre. 


Mr Gale: The bottom line on this, we propose, is that 
you will generate more tax dollars because of this. That is 
why we say it. So if you present it that way, I think they 
will understand it. If it does not do that, then I agree with 
you, we are totally wrong. 

Mr Sterling: I think the other factor that you perhaps 
are—I think there is a good argument in what you are 
putting forward, but I think that most of the populated area 
of Ontario is within 200 kilometres of the border anyway, 
so therefore your argument may have more validity if in 
fact the population was spread farther north into the prov- 
ince. 

I just would have a very difficult time supporting your 
proposal in my constituency and explaining to my constit- 
uents that the people down in that area are getting a break 
of five, six, seven cents a litre and the price was dropping 
from 53 or 54 cents a litre down to 45 or 48 and we were 
still expected to pay in my area, my 90,000 constituents, 
somewhere around 65 cents a litre. 


Mr Gale: What we would hope for is the way it is 
explained, that it will generate more tax dollars. It will not 
affect them at all because it will generate more tax dollars. 
That is what we are hoping. We feel gas— 


Mr Sterling: Would my 90,000 constituents get a 
check in the mail from the Ontario government? 

One of the problems when you set up tax regimes 
which are not universal across the province of Ontario is 
that you get immediately the problem of people looking 
over your shoulder at what is happening in the other area. 
You get enough problems in this province by giving north- 
erm Ontario a special break on gasoline and licence fees 
and that kind of thing, but in general people will support 
that because of the great distances people in the north have 
to go and it affects relatively few people. 

Anyway, I am interested in your proposal. I think, quite 
frankly, what we should do in Ontario and Canada is that 
both governments should reduce their gasoline tax to all of 
the people and get their revenue some other way. 


Mr Sutherland: I am not from a border community. I 
am, I guess at the closest, an hour and a half away from 
Sarnia, but I am constantly amazed at how many people 
within my community make weekend shopping trips 
across into the United States, into Michigan, into New 
York. 

I guess the question I want to ask very simply is, do 
you feel that many people in Ontario are no longer willing 
to pay the price of being Ontarians or being Canadians in 
the sense that in many ways some things are more expen- 
sive here because we have a much different value system 
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of what we feel is important, that makes us different from 
the United States, makes us Ontarians, makes us Canadi- 
ans, and the values we have placed on different things? Is 
it your sense that people are no longer willing to pay that 
price? 

Ms Logan: I would not suggest that they are not will- 
ing to pay the price. I think we, as communities, and the 
government, etc, have to communicate to them what in 
fact they are paying for, where we are different in the kinds 
of things that we do have that are better here in Ontario or 
in Canada versus the United States. 

You talk about weekend shopping trips. Weekend 
shopping trips in some cases will continue, depending on 
the area. We are talking primarily about the day-tripper or 
the same-day visitor who is going over, sometimes a cou- 
ple of times a week, but at least on a weekly basis and 
making significant purchases. There is a difference be- 
tween the vacation traveller and the same-day tripper. 


Mr Sutherland: I guess I just want to clarify. I get the 
sense that there are more people, though, at least in my 
community, who are not going for strictly a vacation. The 
sole purpose of going away for the weekend is a full shop- 
ping trip, to load up as much as possible in that weekend to 
bring back. If they are able to avoid the duty, then they are 
doing great. I know the main impact is right on the border 
communities, but what I am trying to say is that I also 
think it is growing even in the interior of the province and 
that concerns me as well. 


Mr Schihl: If I could just add to that point, I live ina 
community called Port Colborne. It is about a half-hour 
from Fort Erie. I did a quick survey check of all the banks 
and asked the question, “How much American money do 
you sell on a weekly average?” Out of the nine banks that 
-we have in Port Colborne, every bank sold to the maxi- 
mum that it could sell in American funds. So with a little, 
tiny community a half-hour from the border, we are talking 
of a very conservative figure of about $7 million leakage 
from that community. That is just the hard cash that is 
purchased. Let’s not discount the travellers’ cheques and 
use of credit cards, the amount of cash that is exchanged 
all over the border. So we have, yes, an awful lot of shop- 
ping going on. 
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A lot of the clerks told me that in dual-income families, 
where the husband and wife both have a paycheque, one 
cheque is devoted specifically to US funds. Many families 
in my surveys are saying they are saving upwards of $300 
a month by shopping in the United States. It is difficult for 
us to sell them on the fact of shopping locally until we can 
get some of these items that have a lot of price differential, 
gasoline being one. We have to get rid of these loss leaders 
that are pulling our people across the border. We have to 
get more on an even playing field. 

We address them on the social aspects of our country. 
The diehard cross-border shoppers do not really want to 
listen to that point. It is not low-income or middle-income 
families. We are seeing high union workers who can afford 
these products taking their paycheques across the border. 
So it is quite a mystery, quite an equation. We have identi- 
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fied specific things that we can change locally in our co1 
munities and some external things that we will need t 
government to help us with. 


Mr Phillips: I sympathize very much. I think you ‘ 
kind of on the leading edge of the challenge for the futu 
and I think you have stated it well in your brief on page| 
You feel the cross-border shopping problem is a symptc 
of non-competitiveness and improving competitiveness’ 
think you are putting it into a broader context, but there 
no doubt, in my experience, that you are facing a crisis’ 
think what you are recommending to us are kind of sho 
term solutions while the country and the province get. 
some of the longer-term solutions. Our party just spent t 
weekend in Niagara Falls, Ontario, so I think we lea 
first hand of some of the challenges. 

First, I would not mind a comment on something t 
is not in your brief, a side issue and that is mail ord 
which may not impact on you, but I gather it is a t 
growing industry coming out of the US. | 

In your brief you say $600 million, which surpris 
me, how low it was, but I think you said $900 milli 
when you were speaking. I was surprised it was only $6 
million, because my impression is that it may be great 
than that. Was it $900 million you said when you spoke 


Ms Logan: I thought it was $600 million. 


Mr Phillips: Did you? Okay. In the brief it is $6 
million; I thought it was $900 million. | 

Frankly, I do not know enough about the details of th 
to know to what extent this is an enforcement proble 
versus a kind of—you need some tax changes. You m 
assume more knowledge on our part, on my part, than \ 
have. Could you just explain for us, if someone takes a d 
trip, which seems to be the major number, what are t 
legal requirements in terms of declaration and payment 
duties and taxes? 


Ms Logan: Day-trippers do not have exemptio 
under federal law. They are required to declare the iter 
that they are importing to the country. You must be out 
the country for 48 hours before you receive a $100 exem 
tion. From what we understand in talking to the fedet 
government, depending on the situation going on at t 
border on any given day—the border has to deal with, 
course, the customs and immigration issues, it has to de 
with the duties issues, it has to deal with gun control, dr 
seizures, any number of other items besides people retur 
ing to the country with goods—there seems to be a level 
tolerance in terms of goods that are coming back. Son 
days it may be $10, other days it could be $30 or $4 
Again, from what we understand, it relates directly to wh 
is going on at the border at that particular time. 

Enforcement is part of it, but we have also talked he 
about the necessary changes that have to happen with tax 
tion. We have talked about the need for business to do 
part in terms of marketing, customer service, etc. It is 
problem that has to be tackled by all individuals involve 
Our task force has had discussions with the federal go 
ernment. We will be presenting this brief to the fede 
government as well and we will continue on all fror 
hopefully to get everyone talking the same tune and wor 
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g on this problem together, because that is the only way 
iat it is going to be solved. There are roles for each one of 
ie players to take. 

Mr Phillips: I was surprised your brief did not talk 
yout enforcement. My vision is that an awful lot of peo- 
le in your jurisdiction, Niagara Falls, on Sunday morning 
zz across and— 

Mr Gale: I do not think we can complain, sir, about 
forcement. 


Mr Phillips: Enforcement is not a problem? 


Mr Gale: I am not saying it is not a problem. It will 
lways be a minor problem, just as there are problems in 
ll industries. But it is not the one we are trying to tackle 
ere. 

Mr Phillips: So it is just basically your two recom- 
1endations are— 


Mr Gale: It is easy to say we need more officers. 
)bviously, money has to pay for it. I think they are doing a 
ine job in what they are doing. They seem to be clamping 
own more. They have the computers in there now, I un- 
erstand, and they have all systems there. Mind you, offi- 
ers are not collecting provincial tax and that, but they 
ave all the systems. But that is not what we are clamping 
own on now. That is something that I think is a minor 
toblem compared to what we have come up with here. 

Mr Phillips: Okay, good, so it is just the two, the 
Tovincial sales tax and some— 

Ms Haeck: Relief on gasoline. 

Mr Phillips: Temporary relief on gas? 

Mr Gale: I am sorry to interrupt you there. Just to fill 
ou in, in Quebec—I am not sure if it has been brought 
ip—there is relief along the provincial borders there for a 
'0-kilometre distance up to 4.8 cents a litre, just to let you 
now. 

A year ago, with the last government in, I sent a letter 
90 Michael Wilson and Robert Nixon, both passing the 
yuck to each other saying it is the other one’s fault. But 
eally I stressed on the provincial level because this was a 
movincial thing done by Quebec. I have understood 
hrough verbal communication that this is working. I un- 
lerstand it is a problem with enforcing and that is what 
Xobert Nixon said, and it will be. There is nothing we can 
lo. But I understand that people in Hull, Quebec, and other 
iorder points in Quebec located in that area still will buy 
heir gas there. 

Mind you, if you are going to Ottawa you will buy 
vour gas there. It is cheaper. Just like here; if you are going 
0 Buffalo, New York, anyway you are going to buy your 
sas. What we are trying to do is keep the people in here 
ind not use gasoline as the reason they are going over to 
muy everything else. That is why we suggest the gradual 
stem, so that somebody in Hamilton might say, “Okay, 
n Grimsby it might be a bit cheaper or in Sault Ste 
Marie.” I do not know how you go in, but for one thing, 
ve are trying to get the incentive away from them to say, 
‘While we’re there, we’ll buy everything else.” 


Ms Haeck: I have had, in one sense, a bit of an advan- 
age because I come from St Catharines. Mr Commisso, 








who is sitting in the audience, made this presentation to the 
St Catharines chamber of commerce. 

If I may also raise the issue of dealing with the gaso- 
line prices in the north; the opposition members here, dur- 
ing the legislative session we just came through, made the 
issue of the price of gas in the north a major issue for our 
government. I know our Energy minister is seriously 
working on this issue to address the issue of the price 
differential. I have to concur with Mr Sterling that obvi- 
ously setting up any kind of system whereby it looks like a 
border community is reaping a massive benefit is not 
going to deal with even some members of the trucking 
industry who have to travel in the north. It is a concern for 
them to realize that the prices are different.I raise that with 
you as maybe a means of however we are going to be able 
to sell something like this, but the cost of gasoline really is 
a major concern for northerners. 


Mr Gale: May I address that? 
Ms Haeck: Sure. 


Mr Gale: One of the problems I have here with the 
north and with the pricing, as you know, is that there used 
to be probably about 15 major oil companies 30 years ago. 
Now Petrocan has swallowed up Gulf, Esso, Texaco, 
whether good or bad. I think competition caused a lot of 
problems with pricing in the north. If you can bring gas 
with GST in at 47, 48 cents a litre over the Buffalo border 
that is selling for 60-some-odd cents in Ottawa and there 
are no other taxes to be paid along the way, somebody is 
making some money there. 

Does competition bring it down? I do not know. That is 
not an issue to be discussed here. But I think there are a lot 
of problems with competition. Petrocan, Esso and Shell 
are the bosses in petroleum. I am not trying to get a petro- 
leum pact here. I am an independent. But you know the 
chartered banks run the banks. The three big guys run the 
gasoline. I am not saying that you could not undercut 
them, but I have a chain of gas stations in the Niagara 
region. If Esso wanted to go in at 10 cents a litre for about 
a month, I would be out of business pretty quick. 


Ms Haeck: The other question I have relates to a con- 
cern that you have not mentioned here but alluded to in 
some respects. A lot of the local farming community has 
come to visit me. I have obviously had opportunities to 
hear presentations from them in other arenas. They are 
very concerned about the effects of free trade, as well as 
the importation of food and the controls that are put on 
that, be it via the free trade agreement or the whole issue 
of grocery shopping. That, in many respects, is not ad- 
dressed here, the kinds of controls that we can put on the 
importation of food into this country. 
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Mr Schihl: We have addressed the free trade agree- 
ment in another report to the federal Liberal task force on 
the economy. It was very brief and it just mentioned that 
perhaps in lieu of what is happening with this phenomenon 
of excessive cross-border shopping, perhaps the free trade 
agreement in areas of agriculture can be focused more 
upon in lieu of this, what is happening, and perhaps the 
free trade agreement could be looked at and adjusted in 


F-308 


lieu of what we are seeing happening now. That is about 
all the study that we— 

Ms Haeck: How do you even deal with the questions 
farmers are raising, that the foods they grow are controlled 
by, say, the pesticide usage and what have you and how- 
ever they may be sold in the stores? The food that is com- 
ing across the border either in large container trucks or in 
fact by individuals does not need any of those controls. 


Mr Schihl: I am afraid you are out of my area of 
expertise as far as that sector is concerned. 


The Chair: Can I interject at this point? The subcom- 
mittee has decided to bring to this committee a recommen- 
dation that we hold full hearings on the cross-border 
shopping at a future date. What we are looking for here at 
this point are specific recommendations that can be put to 
the Treasurer that would give him some guidance in the 
immediate budget. While all of these issues are extremely 
important, perhaps we could have those brought up at 
those future hearings that we do intend to have, provided 
the committee agrees to have them. So if I could just have 
the last question from Mr Hansen. 

Mr Hansen: I am from the Niagara area; I know ex- 
actly what is going on. We touched on a few things, but 
one thing that I do not think came out is that Mr Sterling 
has to realize that in the area he lives in, if he is going to 
have tourists in the Ottawa-Carleton area, if we cannot get 
them across the border they are not going to be spending 
tourist dollars in Ottawa-Carleton. So it is very important 
that people are able to get in easily enough, not have to 
wait two hours to get across the bridge. The rumours are 
down in the States, “Don’t go to Niagara Falls or Fort Erie 
because you’ll never get across and you don’t know what 
the price of gas is up there in Canada.” What we are hav- 
ing is a ripple effect all the way through the States. 

I think my friend Tony Martin, also from Sault Ste 
Marie, depends on tourist dollars. I think the tourist dollars 
in Niagara Falls are drying up. I have heard so many times 
that the people who come to the Canadian side from the 
American side fuel in the States, come over and look 
around but go back and eat and stay at a motel or a hotel in 
the United States. I think I would like you to comment on 
that. This is why I am sort of bringing it up, because I do 
not think the rest of the people of Ontario know the seri- 
ousness of the problem we have at border towns. 


Mr Schihl: Yes, for the Niagara region, to speak on 
behalf of the Niagara region, we are heavily dependent 
upon tourism, the tourism dollar. It is, I believe, two thirds 
of our economy. We are seeing tourism happen, but really 
it is now growing stronger from Toronto to Buffalo with 
these cross flights, using the airport systems. We are seeing 
more and more weekend getaways of Toronto people to 
Buffalo and Buffalo people to Toronto. It is like leapfrog- 
ging over the Niagara region that needs those dollars. 

We are not seeing the American licence plates. We are 
seeing them at border communities, maybe more in Fort 
Erie and Niagara Falls, but as we go just 20 minutes to 
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areas of Welland, Port Colborne, St Catharines, we just d 
not see them. That has been brought up in many respect 
that they do fill up there, come over, maybe take a bit of 
scenic drive, but if it gets down to spending money the 
just hop back and spend their money in their own comm 
nities. The cost of meals, accommodation, liquor, cocktai 
and beer are a lot more expensive than what they are dea 
ing with and they just do not see it as an appealing thing, | 

So the tourism industry is drying up. I have frienc 
who have motels in Niagara Falls who are seeing thes 
closures. We are seeing small businesses close. We ai 
here to fairly cry out that the areas such as the Niagar 
region and many border communities need help. Jobs lo: 
really mean reductions in the amount of income tax thi 
the government can collect from people who have $50,00 
jobs who lose those jobs because of plant closures and at 
then on the social system. The amount of income tax thi 
can be reaped from that person has declined significanth: 
and we are seeing many of these jobs being lost. 





Mr Hansen: One final question, and I think it is im 
portant that we talk about tourist areas. Tourist areas hav 
had Sunday shopping. What is going to happen to the are 
right around the falls? Let’s say Welland is part of the are: 
What will happen if there is no Sunday shopping in th 
grocery area? Can you just give the committee an idea ¢ 
what is and what is up and coming? 


Mr Schihl: I am really not a retailer. I have be 
working in this position as a marketing person trying t 
make some sense out of what to market here. I am afraid 
cannot make a statement on Sunday shopping. I kno\ 
there is more and more of it happening in the Unite 
States, and I think there are more and more Canadian 
travelling across the border to take in some of these shor 
ping excursions on Sundays. 

I think for Canadian businessmen to survive into th 
1990s, they will have to perhaps practise some methods c 
doing business that are disturbing to them. They have t 
adapt and change, and perhaps being agreeable to open u 
their doors on Sunday may be part of that. 


Mr Phillips: That is up to the government. 


Mr Schihl: Not unless the government approves i 
certainly. 


Ms Logan: Just in closing, we really appreciate th 
opportunity to speak with you today and to bring you ir 
formation on the seriousness of the cross-border shoppin 
problem. We appreciate that you are going to form a sut 
committee, if that is approved, to look into this closer. W 
would be very happy to provide input and be available as 
resource to that committee. You can certainly contact my 
self or any other representatives from the Ontario Borde 
Communities Task Force for that input. 


The Chair: Thank you. I am sure we will be in toucl 
and thank you for your presentation today. 


The committee recessed at 1248. 
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AFTERNOON SITTING 


The committee resumed at 1347 in committee room 2. 


EDWARD KOLODZIE 


The Vice-Chair: Would you like to start by introduc- 
ig yourself? 

Mr Kolodzie: My name is Ed Kolodzie. I am from 

1e city of Oshawa. I am here as a private citizen. My 
redentials are varied. I am a professional engineer. I also 
ct as a consultant to the Federal Business Development 
sank in areas of small business. I lecture part-time at a 
ouple of the colleges around and do some private consult- 
1g. I have also been offered a position as a professor in 
ne of the community colleges in the greater Toronto area 
tarting next fall. I am a former regional councillor of the 
Jurham region. I sat on regional council for 10 years. My 
qrust on regional council was productivity improvement 
nd cost reduction, and that is my thrust today. 
I would like to start by quoting Bob Rae. Last Saturday 
e said: “The first phoney path to go down would be to 
espond to every crisis by simply throwing as much money 
$ you can at it and saying, ‘By God, we are really at it 
ow.’ That is not going to be the approach of our govern- 
nent.” I was very delighted to hear that, because if he is 
ot going to throw money at the problem, then he is going 
9 solve the problem some other way, and I hope to present 
‘ou with some ideas today. 

I might mention that I spoke to this committee a year 
go. I have brought my presentation from a year ago and 
he report of a year ago. There are only two common 
hreads of the membership. All the membership has 
hanged and just the two research officers are still here— 
naybe they can remember me—David and Anne. They are 
he only ones still here. 

I also spoke to the cabinet about 15 years ago under the 
°C government, so this is the third time I have tried to get 
ny message across, each one with a different party in 
vower. I suggested quite strongly last year that they make 
ome changes, and the changes have come about: We have 
iNew government, so maybe somebody paid attention. 

One of the major points—it is on the first page of that 
mall handout—is that if you consider the career lifespan 
if a civil servant to be approximately 40 years, if you take 
Ncreasing wages and benefits at about 6% and if you take 
he average salary of about $30,000 a year, the accumu- 
ated cost of each civil servant will be $5 million. That is 
he accumulated cost, because at 6% money doubles in 12 
rears. At 6% money doubles in 12 years. That is one of the 
irst points I want to get across: At 6%, money doubles in 
2 years. When I play the role of an academic, to get 
hings across I usually say them three times to make sure it 
sets home. Some of this is explained in a number of pub- 
ished articles which I will hand out to you at the end. 
Sonversely, if you eliminate a position, the savings are 
henomenal; they are just phenomenal. You cannot deny 
hose figures. I have used some very basic points. 








So what do you do? You have to reduce the head count. 
You have to reduce staffing. You must do that if you want 
to control the deficit. It is that simple, reducing head count. 
How do you do it? There are some pretty drastic ways of 
doing it and there are some simple ways of doing it. The 
first thing I strongly recommend is that you put a freeze on 
all hiring for the next 12 months. Any new positions rec- 
ommended, can them; if any people leave, do not replace 
them, and you get some control. 

This can be done. When I was on city council in Osh- 
awa, we did it for about five years. We brought our head 
count down about 10% while our productivity increased. I 
did some comparisons with other municipalities in the re- 
gion and I found out that the town of Scugog was the most 
productive. They had the fewest civil servants per capita in 
the population. So that is one point: Put a freeze on hiring 
for the next 12 months. 

You can do some retroactivity. You have done it with 
the landlords. So retroactively to 1 October 1990, use that 
as a staffing level. Maintain the staffing level of each min- 
istry at the October 1990 levels; how many civil servants 
were on staff, not how many positions. That could be your 
target. 

The next point: If you put similar ministries in groups 
of three or four, you can reallocate staff resources between 
the ministries. If somebody has a vacancy one place, it can 
perhaps be filled by somebody in another place who is not 
too busy. It is easy to be busy, but what do you accom- 
plish? We can all be busy, but what do we accomplish? 

The next one is a bit of a loaded one. Can you not put 
one elected person in charge to give the final authority to 
monitor staffing levels? Say, every Monday morning pro- 
duce a report or tabulate a report, “This is the staffing 
level.” Yes, you can. We did that at the city of Oshawa. We 
monitored every month. I wanted to put it in every week, 
but I was happy to get it in every month. There is a little 
objective every month to try to bring the staff down to 
certain levels. 

You can also place similar action on the agencies that 
come for a handout. There are a lot of them. They are 
lining up behind me and before me. They want money. I 
have not come for money. I have come to help you control 
the deficit, to reduce the deficit, and that is different. My 
background is industrial engineering. I got a scholarship to 
a university in the States. I worked at General Motors; it 
provided me with a scholarship. I had some exposure to 
different professors, and at the age of 19, 20, they taught 
me certain things. I have been able to keep these in mind 
and try to get it across to the younger people. Why is that? 

I will interject. I took this out of Saturday’s Toronto 
Star. I will have to show this to you. These are the posi- 
tions the civil servant bosses are asking to be filled right 
now. Some of the jobs titles are very creative. Why do they 
want these positions filled now? Very simple: to have a 
higher head count for the new budget year. These positions 
are on the books but they are not filled. They want to fill 
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them by, I guess, 1 April. That is why you have to go back 
to 1 October with the staffing levels. Some of these posi- 
tions are replacement, but I think a lot of them are newly 
created. They represent probably $1 million per year: 
$55,000, $58,000, $59,000, $56,000, $44,000, $55,000— 
all kinds of them. . 

In conjunction with that, remember I was saying you 
have to not only control the civil servants in the province, 
but you have to control the agencies where you are giving 
out the money. In the same paper, I took a list of all the 
agencies that depend on a handout, or part handout, from 
the provincial government. In Saturday’s Toronto Star— 
these are the ones. I might have to stand on this chair. In 
Saturday’s Toronto Star— 


The Vice-Chair: Sir, could you get up to the mike? It 
is important that it is all recorded. 


Mr Kolodzie: In Saturday’s Toronto Star, there are 
about 40 positions representing another $1 million or $1.5 
million per year—not a single position advertising for a 
productivity specialist. Nobody asking for an expert like 
me to control staffing levels. Why? Why? Why? Lack of 
knowledge. People do not know the principles. 

Going down to the next point, if it is absolutely neces- 
sary to hire a person, as in an emergency—what is an 
emergency? You can create an emergency pretty quickly 
but, still, is it necessary? Somebody says, “Okay, we need 
a person because of this, this and this.” Have the minister 
approve the position—the head honcho of the ministry, not 
the deputy but the minister. Then, if you really want to take 
it further, have this committee approve each position, the 
Vice-Chairman of this committee approve each position. 
That would give a lot of power to the elected people, and 
that is where the power should be. 

As I said, I was on council for 10 years. I know what it 
is like. Regional council, for those who came in late. 

That would change the tone. Then, if you work it prop- 
erly, each position should be justified by work measure- 
ment techniques. They probably are not even practised 
around here. Just the one that shouts the loudest gets the 
position. 
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Positions can be easily justified, but are they neces- 
sary? Ministries are advertising right now to fill positions. 
I gave you that big list of positions there. They are adver- 
tising now to fill them before the new budget year so 
staffing levels can be a higher base. It is done; I know it is 
done. Nobody is advertising for a productivity expert. 
Does anybody understand principles of work measure- 
ment, of productivity improvement? Not too many people 
around here do, because it is not practised. 

What is productivity? What is work? Can you answer 
the question: Is it necessary? You can do a job very pro- 
ductively, but it is useless if nothing happens to the work. 
What is work simplification? It has been around for 60 
years, five simple steps. What is efficiency? What is a job 
work standard? What is a good method? What about span 
of control? Do you understand what that means? What is a 
level of bureaucracy? Eliminate levels of bureaucracy; do 
not create them. Widen the span of control. 
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Bob Rae has a pretty wide span of control, 29 or 3( 
cabinet ministers, all reporting to him. Each cabinet minis 
ter has one deputy and the deputy has two assistants 0 
three assistants and each assistant has one or two people 
Those are extra layers of bureaucracy. Narrow spans 0} 
control. You can set an objective: span of control of every 
manager must be seven, eight or 10 and you can work 
towards that. As people retire or quit, then you reorganize 
or reallocate the people to reduce the number of bureaucra 
cies. Remember, if you measure work, you will have les: 
work to measure. | 
Those are my points. I hope you note a couple of ques 
tions. There are 40 articles in here elaborating on differen 
points I have made, especially this one about how eacl 
civil servant is going to cost you $5 million—each one— 


in accumulated costs. . 
The Vice-Chair: Mr Curling, did you have a ques 
tion? . 
Mr Curling: I did not have, but as I have been asked 
You said the bureaucracy should be reduced. In reducin; 
the bureaucracy, do you feel there are any programs tha 
should be cut in the process? | 
Mr Kolodzie: No. You reduce bureaucracy; you d 
not have to even touch the program. You can still have thr 
program. The bureaucracy that remains will be more effi 
cient and they will be happier to have less time to com 
plain. | 
Mr Sutherland: Your presentation is interesting. You 
talk about what you did at Oshawa but, with all due re 
spect, I am just wondering if you have a full grasp of th 
size of the provincial government. Oshawa is one of— 
what?—over 800 municipalities in this province. For : 
government to be able to serve people and keep som 
degree of accountability—because, as you know, we trans 
fer a lot of funds to different organizations, agencies, mu 
nicipal organizations—for the public to have trust that w 
are keeping accountable unfortunately requires some bu 
reaucracy and, unfortunately, sometimes that may seen 
extremely large. 

There are a couple of questions I have. While you poin 
out $5 million over his career for each civil servant, yo 
are basing that on a 40-year career. You must realize tha 
many people come and go and are not going to work a ful 
40 years, so it is not always the $5 million. 


Mr Kolodzie: But the position is still there. 

Mr Sutherland: Okay. I guess the other point I wan 
to make on this issue is—sorry, I think you— 

Mr Kolodzie: What is your question? 

Mr Sutherland: I am getting to it. Sorry. I lost m 
question. Go on, and if I can remember—my apologie: 
because I had several. 


a Mr Fletcher: I think you are proving his point, Kim 
le. 

Mr Sutherland: Oh, I know. Your point about havin 
one elected official to look after all the human resources. 

Mr Kolodzie: Do I understand the size of bureau 
cracy? 

Mr Sutherland: Yes. 
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Mr Kolodzie: Yes. It is about 80,000: tremendous po- 
ntial for cost reduction, to wipe out the deficit, tremen- 
dus potential. How many hours of work do they work? 
ow many weeks a year do they work? People want to 
el they accomplish something every day. They are hap- 
er. 

Mr Sutherland: I do not disagree with you about that. 
remembered my question. 

The Vice-Chair: One question. 

Mr Sutherland: Okay. You made the point that there 
ould be one elected official to look after that. As you 
now, we have a committee sitting next door, government 
zencies, that is responsible for how many appointments? 

Mr Stockwell: Five thousand. 

Mr Sutherland: Approximately 5,000. 

Mr Kolodzie: One person to monitor. 

Mr Sutherland: My point is that with 80,000 peo- 
le—when you were in Oshawa, could you monitor half 
1e population of the city of Oshawa? 


Mr Kolodzie: It is how you organize, how you do it. © 


ou can do it. GM does it. They have 250,000 people and 
ley are reducing their staffing levels and increasing pro- 
uctivity, in Oshawa, at least. They are producing twice as 
yany vehicles with half the number of people. 

The Vice-Chair: Okay. Thank you for your questions 
nd thank you for your time in appearing before the com- 
1ittee. We will look at your major points and study them 
1committee. 
~ Mr Kolodzie: I know what you will do with it. 

_ The Vice-Chair: They all are important, sir. 
_ Mr Kolodzie: I understand, but I had to come up and 
ake my pitch. I hope something stuck with somebody. 


ONTARIO SOCIAL ASSISTANCE 

REFORM COMMITTEE NETWORK 
_ The Vice-Chair: Would the chairperson, Mr Hayday, 
ome forward? You are from the Ontario Social Assistance 
.eform Committee Network. 


Mr Hayday: Am I correct in assuming that the writ- 
n copy of my brief has been circulated? 

The Vice-Chair: It is on its way around. 

Mr Hayday: Thank you. While I do not intend to read 
ay presentation, I did want to provide you with another 
vay of thinking about it, so the written version is maybe of 
ome help. One never knows how these presentations fit 
or you as a piece, in terms of that which it follows and 
vat which it precedes. I know you are facing a difficult 
‘Me in terms of making some judicious recommendations 
bout where to steer the budget for the province in a way 
lat would be helpful over both the short term and the long 
rm. 

My specific interests have to do with those aspects of 
te budget which pertain to social assistance or, as it is 
lore commonly known, the welfare system in the prov- 
ice of Ontario. Briefly, let me tell you that the Ontario 
ocial Assistance Reform Committee Network is a coali- 
on of organizations and individuals that came together as 
follow-up to the release of the Transitions report, which 








was released under the chair of George Thomson and rep- 
resented a review and a series of recommendations for an 
overhaul of the welfare system in the province. 
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There are a couple of interesting facts which I want to 
provide you with an overview of, just by way of setting the 
stage. Social assistance case loads in the province of On- 
tario have grown for 10 years. They began to grow signifi- 
cantly during the previous recession in the early 1980s, 
they continued to grow during seven years of record eco- 
nomic growth in the province and they have accelerated 
even more dramatically in the last nine months. 

This forces us to look at some serious questions about 
whether or not we are developing systems that share both 
the economic wealth and the financial opportunity in the 
province in a way that is equitable, in a way that systemi- 
cally makes sense. If we see case loads grow during reces- 
sion and then we see case loads grow during boom times 
and then we see case loads continue to grow during reces- 
sion again, it forces us to wonder about what our system is 
doing. : 

Certainly there are many complex factors, and I simply 
want to present some recommendations that pertain to a 
few of those complexities as we begin to try to unravel that 
problem. The Transitions report, which many of you, I 
suspect, have copies of, if not had an opportunity to read 
through at some level, runs some 700 pages. It has 274 
recommendations and weighs about three pounds. It is 
hard to wrap your mind around something that is of that 
complexity, which only represents one aspect of Ontario’s 
budget. 

Briefly, that report spoke to three aspects that I would 
like to highlight. It spoke to eligibility, to adequacy and to 
opportunity: who is eligible for assistance in the province, 
how adequate is that level of assistance and what kind of 
opportunity is there in our safety net to help people re- 
bound from a necessary period of time of support into 
something that is more mainstream, more helpful and 
more of a contributing factor to the economy of the prov- 
ince. 

Now the Thomson report or Transitions, as it was 
known—a name we have protected—spoke significantly 
to that latter aspect. The system had to have opportunity. 
The first wave of reforms addressed some needed concerns 
in terms of eligibility and adequacy. But as a colleague of 
mine has pointed out, in some ways what we have done is 
created a waiting room that is larger, that is more comfort- 
able, that can accommodate more people, but we have not 
built any exits out of the waiting room. We have not built 
Opportunity mechanisms that help people move as they 
declare themselves off of the system and into some sense 
of reliance. 

We know as a related topic from the findings of the 
Ontario Child Health Study that children who are living in 
families where there is a working parent, albeit a 
working-poor parent, have a much better life trajectory 
ahead of them than a child living in a welfare family when 
you hold the dollars exactly constant. The same amount of 
money gainfully earned as opposed to earned in a 
dependent manner leads to significantly different life 
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chances for the children in terms of everything from 
school completion to psychiatric disorder. It is not just the 
level of income; it is the source of the income. 

I think that has to create some sense of urgency as we 
plan for the economic recovery of the province and we 
look at the marginalization of something in the order of 
13% of Ontario’s children who are dependent upon a wel- 
fare system that does not have sufficient spring. 

With that as an introduction, I would like to speak to 
what we propose would be some of the ideas we have 
which we think this committee could provide some sup- 
port for and some leadership for in its deliberations. We 
have in our network activities forged some partnerships 
with private and public sectors, recognizing that no single 
sector has the solution. The public service, as I suppose 
you have just heard, does not hold the solution, nor does 
public spending on its own represent the total wealth of the 
province or the total sum of ideas for innovation in the 
province. We know that we need partnership and we have 
crafted some of those early examples which we think bear 
replication. 

Let me set out in practical terms one more fact. In 
rounded dollars, a single parent who is dependent upon 
social assistance in the province will receive somewhere in 
the order of $15,000 a year, not counting other transfer 
payment services which they may need or avail themselves 
of. If, through a series of projects that help individuals join 
or rejoin the workforce, you have something as low as 
even a 20% or 30% success rate in terms of helping indi- 
viduals move back into some kind of contributing labour 
force participation—it does not need to be an 80% success 
rate to be cost-effective. As low as a dedicated 20% to 
30% success rate is a cost-effective system if those re- 
sources are devoted specifically to what we have described 
as an opportunity planning function. But if you do not plan 
the function, if you do not organize the resources to ac- 
complish that, it is simply a pile of words to say that a 25% 
success rate would be cost-effective. 

Some of the examples that we have begun to put to- 
gether are on a project known as Upstart, which is, I guess, 
a play on the words “start up.” Upstart is a joint venture 
involving two non-profit organizations, one public sector, 
one private sector, specifically set up to fast-track individ- 
uals from social assistance into jobs that have career op- 
tions rather than what might be described as service sector 
jobs that are more closely related to minimum wage and 
not necessarily to real economic growth in the province. 

That kind of project has an appeal for a number of the 
organizations we are working with that are forecasting a 
labour shortage in certain white collar positions. But the 
partnerships have not previously been forged. We would 
recommend that the Treasury monitor the success of that 
kind of project and in fact consider replicating it in other 
parts of the province. 

We know that the success of projects such as Upstart 
depends on innovation as well as some serious addressing 
of the barriers to participation in the mainstream of society, 
a mainstream that requires adequate housing, adequate 
child care and an adequate sense of future. Some of the 
current barriers to that are conundrums which I suspect 
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each of you individually would find some disbelief abou 
if I could show you the detail. 
I will not take your time to show you the detail now. 
guess I will invoke some sense of trust about that, by 
suffice it to say that rental agreements within the Ontari 
Housing Corp represent myriad complexities and categc 
ries which someone with a university degree would fi 
daunting to understand and to maintain some confiden 
that one’s rent would not be jacked up within 60 days ¢ 
taking gainful employment. | 
Although the letter of the law says that, the clawbac 
regulations are so timed and so intrusive that there is 
perception that if you declare income, nay, if you activel 
seek income, you will be pricing yourself out of a housi 
market. We think that the rest of the province is entitled t 
some kind of lease protection, if not three years, somethin 
less than that, but certainly something more than 60 day: 
60-day leases do not inspire a lot of confidence in one 
ability to afford housing in the province. That is one exan 
ple. | 





A specific recommendation then is that we are susae 
ing that the OHC look at multi-year agreements. We kno} 
that there are some programs which have been declare 
announced by government in previous times, such as th 
supports to employment program, but we know that th 
actual spending of those dollars and the release of thos 
dollars has been delayed while case workers scramble 
deal with increased case loads and do not have a vision yi 
for what opportunity planning and employment plannin 
might look like. We have allocated dollars but no mechi 
nism through which to spend them, no promising optior 
that are being pursued. It is an example of a solutio 
whose time has come and needs to be put on the groun 
needs to be put in motion. | 
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Child care is another area where we know that the 30° 
of social assistance recipients who are single paren 
would benefit from some combination, some partnershij 
in thinking about child care. Child care in the workplac 
will not be afforded by a fully funded provincial systen 
My colleagues with the Ontario Coalition for Better Chil 
Care may not agree with me on that, but those who ai 
trying to balance the books of the province know that wv 
are going to need some creative partnerships in order | 
move forward on this. 

I would ask the committee to consider what incentive 
there are for businesses of a medium or large nature, muc 
less small businesses, to participate in the child care soll 
tion. Are there tax incentives? Are they sufficient? Clear] 
that is an area of recommendation that we would want yc 
to extend your influence in. 

Income tax thresholds is another area where there ha‘ 
been problems. As recently as two years ago, if you we: 
dependent upon social assistance in the province and yc 
began to move off of that system, your tax-back percen 
age was 80%. In fact, when you added in the costs « 
working, everything from transportation through to clot 
ing, then we looked at a marginal tax raise that was act 
ally punitive. For every dollar you earned, you we 
looking at losing something in the order of $1.05 beyor 
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2 first $150 of retained income. Now that has been 
anged in the last year to a 66% tax-back ratio. 

I would urge the committee to examine those numbers 
refully and wonder whether or not each of us would be 
otivated to work for a 66% tax ratio. Some of us may be 

that but I suspect not many, and I wonder about the 
uity and the sense of having a 66% clawback by way of 
ping someone move transitionally from social assis- 
nce to independence. 

We know that opportunity planning has been attempted 

at least two jurisdictions—I am on page 5 if you are 
eping score. The regional municipality of Ottawa-Carle- 
n has virtually unilaterally decided to take opportunity 
anning into its own hands and not wait for the province 
take the lead in this area. 

They are experimenting with the kind of idea which I 
ggested earlier in my presentation of reducing case loads 
f a certain number of the workers in income mainte- 
ice and actually asking, training, encouraging them to 
ove to the employment planning, opportunity planning 
netion so that they move out of the role of welfare police 
id income administrator and intake worker into someone 
ho is actually helping someone address the individual 
urriers that are interfering with their life opportunity. 


_ There is a sense to that we have found no argument — 


ith, but nor have we found adequate political or govern- 
ental support to take those kinds of risks. We think the 
me has never been better to test some of those entrepre- 
surial notions since we know that the other mechanisms 
e not working, certainly not sufficiently. 

The province of Alberta has actually differentiated 
me of the functions within its income maintenance staff, 
id we think that this may be one of those times when 
ntario does not have to lead the pack. It could actually 
<amine another jurisdiction’s activity and see if there 
ere some opportunities to replicate that in this province. 

We know that the Ministry of Community and Social 
ervices should not be alone on this and we would recom- 
iend that third-party funding, transfer payment agency 
inding, dedicated funds related to opportunity planning, 
2 considered. We think that separation of goals and third- 
arty funding may provide you with some of the models 
iat you need to do business differently and build some 
oring back into the system. 

We know that there are examples of programs, such as 
1¢ Calmeadow Foundation, that have used the guaranteed 
an program to stimulate small-business development 
Nong people who are dependent upon social assistance, 
eople who would not normally qualify for a guaranteed 
van in a bank because they have no equity. Their equity is 
\eir motivation, their interest in change, but not their 
roperty. 

We think that the Calmeadow Foundation has had suf- 
cient success that the province might consider a guaran- 
ed loan fund for those high-risk applicants who in effect 
‘e borrowing against the province but without opportunity 
id may have innovative ideas that cannot be funded. We 
link that is another area that ought to be considered. 

We know that there is also in British Columbia a 
ealthy communities fund, which allows for the diversity 
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of different neighbourhoods. Toronto is not like Kapuskas- 
ing nor is it like Windsor or Sault Ste Marie. Yet each 
community may craft a different solution and require ac- 
cess to some seed grant which would allow the kind of 
local community economic development that would bene- 
fit many of the people who will otherwise end up on social 
assistance rolls. 

Similarly, the province yesterday announced through 
the ministers of Health, Education and Community and 
Social Services the start of a program called Better Begin- 
nings, Better Futures. This is an integrated model of 
healthy child development where the child is seen in the 
context of the family in the context of the community. 

There are no dollars allocated at this time to expand 
that program with a community economic development 
aspect, yet since these nine communities are all economi- 
cally disadvantaged communities, this would be an exam- 
ple of where it would be sensible to top up a promising 
model and maximize the effect. 

Lastly, I would recommend to the committee that a 
project such as the Ontario SARC Network deserves the 
kind of seed dollars that would be required to continue to 
craft these partnerships. We have seen encouraging inno- 
vation come out of this kind of partnership. It has been 
done on volunteer sweat thus far. That is not to say that 
volunteer component will not continue, but we think that it 
makes sense for the province to take some risks, especially 
during the times where our prospects are dim, and begin to 
come at some solutions from a different and perhaps more 
entrepreneurial manner. 


Mr Curling: That was an excellent presentation, well 
thought out, and it seems to me you are quite up to date 
with many of the concerns. Not only did you bring your 
concerns forward but also some solutions as to how we 
can go about this. 

I just want to ask a question. I know you have an- 
swered in regard to housing, when those tenants in Metro- 
politan Toronto Housing Authority housing reach where 
they would no longer require subsidy that yes, they can 
gradually move out into the mainstream, but do you feel 
that a more aggressive approach would have to be used to 
get them out into that mainstream? 

A lot of counselling has to be done because basically 
MTHA is like a nice safety net. It is a sort of comfort zone 
in case the salary goes down again. They will catch up 
because the waiting list is so long. We have seen three 
generations of people living in MTHA, so it is not doing 
the things that it should be doing, in other words, carrying 
them on to the mainstream. Do you think there should be a 
more forceful effort to get them out of MTHA into the 
mainstream? 


Mr Hayday: We certainly think that the portability of 
a shelter subsidy has been a significant improvement in the 
social assistance system. Certainly it is a lot easier to make 
that portable than to make the housing stock portable. 

I am not sure that the individuals I have worked with 
and I have met who are tenants in Metro Housing would 
choose to have that as a life address, but they are not aware 
that there will be sufficient transitional supports to enable a 
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relatively safe transition to the private market. I am not 
sure that we have addressed that aspect of the system. 


Mr Fletcher: Just on the child care issue, and I 
agree with you that we do need more child care spaces, 
but is it tax dollars that we should be throwing at the 
situation or tax incentives? Is it not like a catch-22 in 
trying to raise funds and yet giving them away when we 
cannot raise funds? Should not corporations or industry 
be encouraged, rather than through taxes, to set up day 
care centres at the workplace? There should be another 
way than just throwing the money at it. Maybe it is the 
climate that we have to set up. I have a problem with 
throwing money at some of these problems. 


Mr Hayday: I would not be recommending throw- 
ing money at something. 


Mr Fletcher: I know. 


Mr Hayday: I think that it would need to be care- 
fully thought out. Iam sure you would agree with that. I 
think that there needs to be some balancing between the 
net benefit, from all three parties concerned—the prov- 
ince, the employer and the employee. If we can negoti- 
ate a scenario where there is a win-win-win, then I think 
that is worth looking at so that the incentive is balanced 
by opportunity for those individuals who may most need 
it, as well as some kind of guarantee of a career track 
rather than a burger-flipper job. 
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Mr Fletcher: I understand. 


Mrs Sullivan: I was quite interested in your report 
and it took me back to the days of the Social Assistance 
Review Committee report release, when we had the 
anomaly of social activist groups and Conrad Black 
standing together on platforms being in support of the 
report. 

Like you, I absolutely 100% heartily agree with your 
recommendation relating to the income tax threshold. As 
you know, the previous government over a period of 
time indeed did lower those thresholds and I would hope 
that the next government will continue that initiative 
substantially. I think it was an important one. 

I was quite interested in two things in your report 
that I am going to put together—the Upstart program, 
along with the STEP program. We have had some sub- 
stantial testimony from three or four groups relating to 
the barriers that still exist as people enter the STEP pro- 
gram and they talked about them very practically, not 
only the change in social assistance dollars that come to 
them but, additionally, lack of support for things like 
clothing for the job or safety clothing if that is neces- 
sary, or for suits and ties if that is necessary, depending 
on what is happening. They have talked about this very 
much as a part of the financial need that has to be taken 
into account in bringing those programs in place. 

How have you dealt with that in the Upstart pro- 
gram? Have you talked about it at all? Is that something 
that is on your agenda? 


Mr Hayday: The Upstart program as it starts will 
very specifically be functioning in the downtown To- 
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ronto core, so there is one kind of job and one kind 
thinking-through of what is required to support individua 
in that kind of sector. 

This province is so diverse that I think one of th 
things we trip over is that before we put a change i 
place, it has to meet the test of lowest common denom 
nator in every region of the province. We do not a 
build in the kind of regional discretion and entrepr 
neurial aspect that recognizes the many cultures, geogré 
phies and labour markets in the province. It seems to m 
that is the area of the STEP program, to vest more dis 
cretion at the level of the actual client-worker relatior 
ship so that those kinds of barriers do not require | 
province-wide change. 

We do not need to have regulations on safety boo 
for working in a computer centre in downtown Toront( 
but if we wait until we have all of those regulatior 
thought through, the opportunity may have passec 
Whereas if we vested the discretionary authority at t 
level of the worker, we would be following a tre 
which is emerging in the labour and corporate sectors | 
terms of quality circles, flatline structures. There | 
something we could learn from that in terms of vestin 
discretionary authority and we have not done it. | 

Mrs Sullivan: Is the opportunity planner the plac 
to do that? This is very much a follow-up, because thi 
means there has to be more money to go into that area. 


Mr Hayday: It is a place where you might win a : 
you have not done it yet. You have not done it substai 
tially yet. | 


Mr B. Ward: On page 6, the provincial health 
communities fund that BC has implemented, your re 
ommendation is that we follow suit on a similar pr 
gram. I am not familiar with this concept. You really ¢ 
not put a price tag to your recommendation. Do yc 
envision that if this province agrees that this is a goc 
concept to head into, the initial allowance should be th 
$750,000, or should it be more or less? Could you e: 
pand on this concept in greater detail than what is in th 
brief? 


Mr Hayday: What underlies this fund is some r 
search which is absolutely compelling now that sai 
that our health status is more tied to our income than | 
availability of health care and our life expectancy 
equally tied to that. The Canadian Institute for A 
vanced Research has recently released a number of ii 
ternational comparisons which show that beyor 
dispute. 

The healthy communities fund recognizes that at 
recognizes the need to invest in local community ec 
nomic development and other alternatives. I would re 
ommend that if the BC fund is seen as an initial pool 
start from, then you adjust it on a per capita basis f 
Ontario rather than replicate the exact dollar figure. § 
assume that is the per capita figure and adjust for pop 
lation. 


Mr Phillips: I appreciate your very thoughtful cor 
ments. I guess over-arching this is kind of an assum 
tion that the SARC report will proceed with the ne 
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yvernment. Then you have got a number of more specific 
commendations, I think, and one recommendation in 
are, on the over-arching one, is to make a strong commit- 
lent to the long-term reform. That is; as I said, the major 
commendation, I think. 

Just in terms of some of your specifics that I think are 
uite good—lI will try to get all my questions out because I 
now you do not allow supplementaries. 


Mr B. Ward: Just say “and.” 
The Vice-Chair: We have half an hour. 


Mr Phillips: I have one question on the health one— 
ad I agree with you, by the way. We have all sorts of 
vidence that says that the major determinant is more pov- 
‘ty and income than the quality of ultimate care. But I 
iought the health innovation fund was something that 
duld be used for that. 

“And” the second question is just, I gather the funding 
w your organization expires soon, and there is a recom- 
jendation here to fund, but it is not clear what sort of 


inds you are talking about. The committee might like to . 


e made aware of that, because I think the Fair Tax Com- 
lission, no doubt, will look at your recommendation on 
ie income tax thing, but that may take two or three years. 
Jo you have any cost estimates on your recommendation 
) move the income level up before one is taxed? 

That is my one question with three parts. 


Mr Hayday: We do not have the resources to calcu- 
ite the net revenue loss with a threshold adjustment and 
ould recommend that that be something that be under- 

en by ministry staff, who have adequate resources. That 
} part one of my answer. 

Part two of my answer is that the Premier’s Council on 
lealth Strategy, now known as the Premier’s Council on 
lealth, Wellbeing and Social Justice, may well be a vehi- 
le through which to fund some of these innovations, but 
xpert reviewers are more likely to recommend that we try 
omething which has worked than that we try something 
vhich shows promise. Since we do not have many mark- 
Ts to point to and say, ‘““Well, this works and this works 
nd this works,” we may have to take some risks with the 
und, and it would be useful to have that will expressed by 
is Committee, that some of these risks be taken with 
1ose seed dollars. 


=. 
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Mr Phillips: That is a fund that is available but that 
ou think you may have difficulty accessing currently. 


Mr Hayday: I think that we have not fully understood 
ne link between social determinants and health status pre- 
jously and that it would be important that we underline 
Nat point. That has been a problem previously. That is one 
if the reasons why we continue to run out of funding. 

The Laidlaw Foundation has allocated over the last 
aree years anywhere from $125,000 to $250,000 per year 
or a range of activities. It has decided, I think, that it 
vants some partners. It does not want to be the only orga- 
ization that is looking at the long-term economic recov- 
Ty in the province. 


The Vice-Chair: Thank you, and thank you for ap- 
earing. 
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TORONTO HOME BUILDERS’ ASSOCIATION 


The Vice-Chair: Mr Keenan, would you introduce 
your colleague and the group that you represent, please. 

Mr Keenan: Thank you, Mr Chairman, and good af- 
ternoon, ladies and gentlemen. As the Chairman men- 
tioned, my name is David Keenan and I am president of 
the Toronto Home Builders’ Association. To my left is 
Stephen Dupuis, who is vice-president of government rela- 
tions of our association. I wish to express our thanks for 
your inviting us here today. 

The opportunity to present our recommendations with 
respect to the upcoming provincial budget is one that we 
spent quite a bit of time to investigate and analyse and 
determine a course of action. Over the next half-hour we 
would like to accomplish basically three objectives: first, 
to detail the economic impact of the residential construc- 
tion industry; second, to describe the current oppressed 
state of the industry, and third, to put forward the Toronto 
Home Builders’ Association’s recommendations with re- 
spect to the upcoming provincial budget. At the conclusion 
of our presentation we would be pleased to take any ques- 
tions which you might have. 

First, I would like to deal now with the economic im- 
pact. The residential construction industry is the largest 
industry in Canada. In 1989, spending on new residential 
construction totalled over $24 billion. Renovation spend- 
ing totalled almost $19 billion. The $43 billion spent on 
housing generated over 400,000 person-years of construc- 
tion employment. For every one of those 400,000 con- 
struction jobs created by home building and renovation, 
more than two spinoff jobs were created in the manufac- 
turing, trade and service sectors. 

Focusing on the greater Toronto area for a moment, 
spending on new residential construction alone totalled $5 
billion in 1989 and provided some 40,000 construction 
jobs. When indirect employment is taken into account and 
the renovation sector is added in, the residential construc- 
tion sector emerges as the dominant source of employment 
and growth in the greater Toronto area. 

The state of the industry: The residential construction 
industry in the greater Toronto area has been in a state of 
recession since the spring of 1989. We have prepared for 
you a special report on the state of the industry and I 
would like to highlight for you some of our findings. In 
1990 sales by Toronto Home Builders’ Association mem- 
bers were the worst on record. Sales totalled approxi- 
mately 8,000 units, down from approximately 18,000 units 
that took place in 1989 and 36,000 units that took place in 
1988. In 1982, as a benchmark or a reference point, and 
that is the low point of the last recession, just over 12,000 
new homes were sold. Interestingly enough, our record in 
this downturn is below what we saw in 1982. 

Sales-in-hand figures indicate that the first half of 1991 
will be a write-off. A survey of 15 builders reported 757 
sales in hand for the start of 1991, compared to 4,698 in 
1990, an 84% decrease. It is an indication of where the 
industry is going in the current year. 
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For every 100 construction workers on the job in June 
1989 there were 43 on the job in June 1990, a year after, 
and 29 on the job in November 1990. Based on sales-in- 
hand data and estimates from the trade, it is expected that 
only 15 of those 100 workers will be on the job by March 
1991, just two months away. A survey of 17 municipalities 
in the greater Toronto area shows that the value of residen- 
tial building permits issued in 1990 dropped by over $2 
billion, or 46%, compared to the activity in 1989. 

The largest industry in Ontario is currently firing on 
one, maybe two, cylinders. Many manufacturers and trades 
are trying to come to grips with the unbelievable devasta- 
tion in the industry. Example: A gentleman by the name of 
Primo Fantin, a Mississauga carpentry contractor is per- 
haps a typical reaction that we see. In an interview in the 
Toronto Star last Saturday he told of how his company has 
dwindled from 80 people before the recession down to 
four today. 

“I had to lay off 20 men,” according to Mr Fantin, 
“before Christmas, many of them employed with us for 20 
years. That was the worst part. It was just terrible.” 

Apart from the human costs of the widespread unem- 
ployment, all levels of government are feeling the effects 
of the downturn. 

The municipalities are feeling the pinch as they wrestle 
with the difficult choice between increasing taxes or cutt- 
ing services to compensate for the loss of revenue from 
levies and building permit fees. 

The province is feeling the effect as its deficit contin- 
ues to grow, largely as a result of overly optimistic projec- 
tions of housing starts. In the spring provincial budget, the 
former Treasurer brought in a balanced budget based on 
80,000 housing starts. Actual housing starts, however, 
came in at below 63,000 units. 


The federal government is also experiencing revenue 
shortfalls, coupled with increased unemployment insur- 
ance costs as the industry’s payroll is being transferred to 
Ottawa. The province and municipalities will soon begin 
to feel the secondary impact of these workers as they ex- 
haust their unemployment insurance benefits and begin to 
draw social assistance. 

Our greatest concern, however, is a serious loss of in- 
dustry capacity which is currently taking place. Manufac- 
turing capacity is shrinking rapidly and we are losing 
skilled workers to other industries and other provinces. 
When demand recovers, this capacity will be extremely 
difficult to regain and will inevitably lead to a serious 
escalation in prices, similar to that following the 1981-82 
recession. 


The current level of sales is well below the number of 
units required to accommodate future growth in the To- 
ronto area. Our market analysis projects an average annual 
demand of some 22,000 new housing units in the Toronto 
census metropolitan area in the 1991 to 1996 period, al- 
most three times the current level of sales. We believe 
these projections to be conservative, based on the fact that 
they were generated prior to Minister of Employment and 
Immigration Barbara McDougall’s announcement of sub- 
stantial increases in immigration levels. 
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Our recommendations: We must face up to the fact the 
we have a crisis situation on our hands. I believe that w 
can no longer sit back and wait for the situation to pas: 
The time has come to take proactive measures and lea 
ship measures to ensure economic recovery. Thi 
association’s recommendations with respect to the ei 





provincial budget are designed with one objective 1 
mind—to restore the self-esteem of the thousands of u 
employed construction workers by getting them back ) 
the job. 

In order to kickstart the residential construction indus 
try, we believe that the upcoming provincial budget shoul 
focus on the creation of jobs through a massive commit 
ment to infrastructure, increased non-profit housing allocz 
tions and the adoption of the Toronto Home Builders 
Association’s Let’s Build Ontario program for first-tim 
home buyers. 

I want to address infrastructure funding, if I may. Th 
recent speech from the throne included a $700-millio 
commitment to infrastructure funding. We believe that thi 
is an important step in the right direction. However, i 
view of the seriousness of the current situation, we recorr 
mend that the upcoming provincial budget double thi 
commitment as a minimum. | 

Investment in infrastructure should not be looked upo 
solely as a short-term solution to the current high levels c 
unemployment but as a means of addressing the substar 
tial infrastructure deficit which currently exists, as well a 
the inevitable demand for new infrastructure that is neces 
sitated by growth. 


1450 

The long-term impact of ignoring the infrastructur 
problem will be a continuation of the boom-bust housin 
cycle. One of the primary causes of the high land costs i 
the greater Toronto area has been the lack of serviced lanc 
The Greater Toronto Area Urban Structure Concepts stud 
has found that the capital costs of supporting growth in th 
GTA over the next 30 years will be approximately $7 
billion. This represents a 42% increase in average annué 
expenditures over the recent levels that were established. 

There is also obviously a strong link between a wel 
maintained infrastructure and the environment. The Or 
tario Sewer and Watermain Contractors Association ha 
warned that Ontario’s water and sewer systems are facin 
a crisis which could cause long-term environmental dan 
age. The association has found that Ontario’s water an 
sewer systems are approaching an advanced age, wit 
some components actually older than Confederation. The 
have estimated the replacement value of the current wate 
and sewer systems at $50 billion and recommended that a 
additional $300 million should be spent annually to mair 
tain an adequate system. 

Investing in infrastructure is a win-win situation. Frot 
the provincial perspective, the government will benef 
from increased revenues, from income and sales taxes é 
well as decreased social assistance costs. Investing in ir 
frastructure will also ensure orderly growth and strongé 
environmental protection. The building of infrastructure ; 
this time will also be extremely cost-effective as a result « 
the intensive competition for contracts. 
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From an industry perspective, an investment in infra- 
cucture will generate much needed employment and go a 
ng way towards evening out the boom-and-slump hous- 
g cycle which is so disruptive to our workers and to our 
isinesses. 

Non-profit housing: the Toronto Home Builders’ Asso- 
ation recognizes the importance of non-profit housing in 
e continuum of housing supply. We wholeheartedly sup- 
yt Minister of Housing David Cooke’s decision to ex- 
nd the Homes Now deadline. This change will keep alive 
any projects which could come on stream fairly quickly 
hile approvals are being gathered. 

The association also supports increases in non-profit 
yusing allocations at this time. The construction of non- 
-ofit housing will generate sufficient employment in the 
ianufacturing sector and among the construction trades. It 
so makes a great deal of sense to build non-profit hous- 
ig during the countercycle to the market, when it is possi- 
le to supply as much as 25% more units for the same 
1oney because of the competitive nature of the contracts. 


~ While we are supportive of increasing non-profit hous- . 


Ig allocations, we are concerned with the levels of alloca- 
ons which are currently being proposed, that is, the 
0,000-unit figure. We believe there must be a much 
ealthier balance between the non-profit sector and market 
>ctor. 

_ Asan industry, our goal is to capture as large a share of 
1e affordable housing market as possible. If we can ad- 
ress this market as an industry, substantial government 
ssources will be freed up to pursue other important goals 
nits agenda. 

In order to achieve this goal, we must work with our 
1embers to ensure that they target to the 30th income 
ercentile, not the 60th—that is, of the income strata. 
lowever, we will also need the co-operation of the prov- 
ace and municipalities in terms of infrastructure funding, 
treamlining the development approvals process, review- 
1g developments standards and, most important, challeng- 
ag the “not in my backyard” syndrome out there, 
articularly in the current year with the upcoming munici- 
al elections. I am getting sick and tired of it: Every time I 
y to bring a project forward, they say, “We can’t do it, 
ecause we’re going to face an election in the next six to 
ight months.” 

Let’s Build Ontario: We would also like to put before 
ou today a program which would stimulate employment 
1 the construction industry through the provision of af- 
ordable housing for first-time buyers. We have called the 
rogram Let’s Build Ontario. It would involve co-opera- 
ion between government, the industry, mortgage insurers 
nd mortgage lenders. The way in which Let’s Build On- 
ario would work is as follows: 
| 
i 





First-time home buyers would be able to purchase new 
omes with a 5% down payment. The province, through 
ne Ontario Mortgage Corp, would provide 5% or more 
econd mortgages at no or low interest rates. CMHC or the 
Aortgage Insurance Co of Canada would provide mort- 
age insurance. The financial community would provide 
0% first mortgage financing. We, the builders, would pro- 
‘ide job-loss insurance to the purchasers. 


Programs like that were initiated back in the late 1940s 
and the 1950s, and I am sure many of the parents of us 
here today were able to get their first house through pro- 
grams that were initiated at that time. 

We believe there are many consumers out there who 
would love to take advantage of the many new-home val- 
ues which builders are offering. Unfortunately, the tremen- 
dous lack of consumer confidence which has resulted from 
the recession, fear of job loss, the goods and services tax, 
the Gulf war, etc, has paralysed the consumer’s will to 
purchase. 

By joining us in the Let’s Build Ontario program the 
province would send a strong signal to the public that it 
has confidence in this economy, in the province of Ontario. 
By supporting Let’s Build Ontario, the province would 
also be acknowledging the strategic importance of the resi- 
dential construction industry and would raise the spirits of 
thousands of unemployed construction workers. 

The province of Quebec recently recognized the im- 
portance of a healthy housing industry by allocating $170 
million over four years to encourage first-time buyers to 
buy new homes. Quebeckers who buy new homes until 30 
September this year will have a choice of a guaranteed 
mortgage rate of 8.5% for three years or a subsidy equiva- 
lent to 4.5% of the purchase price to a maximum of 
$5,000. 

Interestingly enough, the President of the United 
States, in his state of the union address last night, also 
mentioned housing and the importance of providing hous- 
ing for first-time buyers to stimulate the economy south of 
the border. 

The provincial role in this program would be to make 
available a pool of mortgage funds which will be recov- 
ered as the mortgages are paid off or as the units are sold. 
The small per-unit investment by the government will be 
returned several times over in jobs and revenue. By bring- 
ing forward some of the pent-up demand for new housing, 
this program will also militate against the rapid price in- 
creases which followed the last recession. Across Ontario, 
we believe that up to 10,000 units could be sold through 
this program. 

We have been careful not to suggest expensive tax de- 
ductions or direct grants to home purchasers, as we do not 
wish to exacerbate the government’s current fiscal posi- 
tion. We are also recommending that this program be lim- 
ited in duration. In light of the massive unemployment and 
the loss of industry capacity, however, we believe that the 
Let’s Build Ontario program is necessary at this time. 

In conclusion, our message to you can be summed up 
in three words: jobs, jobs and jobs. In the upcoming pro- 
vincial budget, we urge you to take job creation to the top 
of the provincial priority list, particularly through increases 
in infrastructure funding, more non-profit co-op housing 
allocations, and by joining with us in the Let’s Build On- 
tario program. 

On behalf of the members of the Toronto Home 
Builders’ Association, I would like to thank you, the mem- 
bers of this committee, for your attention. I would be 
pleased to answer any questions if you do have any. 
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Mr Fletcher: Your comments are well appreciated, 
especially about the municipal governments right now. I 
agree with a lot of what you are saying, but you do know 
the economic climate right now: There is not a heck of a 
lot of money to throw around. I do not mean throw around 
literally; I mean to pump into the system. We have pumped 
$700 million in. To double it—we do not have the money 
and we cannot just keep throwing money at some of the 
situations. You do realize that I do sympathize with you. 

Here is my question. This morning I thought I had 
heard about a bit of a recovery in the real estate market. I 
know you are not in real estate, but I think I did hear this 
morning on the news that there is a bit of movement now 
in the real estate market. Did you hear that? 

1500 

Mr Keenan: I am not aware of a particular press re- 
lease or article on that. But in a meeting I had today at 
noon with our sales and marketing council, the report I got 
back is that there are a lot of people coming to the sales 
offices. They are kicking tires, to use the analogy, but they 
are not committing to a purchase contract, not because of 
the war but particularly because of the uncertainty about 
their jobs in the future. 


Mr Phillips: I am trying to get one question in. When 
the Ontario home builders were here—Steve, were you not 
with them? - 


Mr Dupuis: Hi. 


Mr Phillips: I can remember their brief, given the 
committee’s recommendation in terms of the debt and def- 
icit, being quite worried about that. But your recommenda- 
tion calls for doubling the $700 million to $1.4 billion, and 
another $300 million for sewers and water mains, and an- 
other unspecified commitment on mortgages. It is one of 
the challenges the private sector has always had, that when 
the going gets tough priorities change a little. 

I have really two questions: One is that I think your 
advice to us is that this is not the time to worry about the 
deficit and that we should be looking at these numbers. 
Second, I am always curious about how that 25% reduc- 
tion in cost for non-profit construction takes place. Is that 
because people are prepared to build at a loss, or is it that 
all the profit goes out of it? How can it drop that much in 
that short a time? 


Mr Keenan: I see two parts to the question. Let me 
refer first to the last part, that is, the 25% reduction. 

I can refer you to a business school. Whether it is the 
University of Western Ontario, the University of Toronto, 
any of the business schools will tell you that the essential 
to survival in a recession is cash flow; not profits but cash 
flow. So a contractor today would scramble to the best of 
his ability to link up a contract in order for that contract to 
generate cash flow so he can make his debt commitments. 
If it means no margin or a minimum of margin or taking a 
loss, he is prepared to do it in order to get him through the 
business. 

The second part: In the last two weeks I have been 
approached by two contractors who have been in business 
for over 20 years. They sat down in my office with tears in 
their eyes in concern that they were going to lose their 
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businesses. They have gone from labour forces of 15 
down to just the family that is running the business an 
saying, “How can we survive?” What they are looking fi 
is any type of business at all that a framing contractor or 
forming contractor can get his hands on in order to giv 
him some cash flow to make that commitment at the en 
of the month. In the meantime, he has mortgaged his hous 
to the hilt to free up some cash in order to make t 
commitments. That is how serious it is. 


Mrs Sullivan: I am very interested in your reco 
mendation relating to infrastructure and the figure you us 
of $300 million. I think in this year’s budget there is abou 
$250 million already committed for sewer and water co 
struction, and in this budget there was a proposal for 
water and sewage corporation, which would lever up a | 
more money. I think it would be beneficial and the Be 
surer might want to take note of that. 

I wanted to specifically talk to you about your proposé 
for Let’s Build Ontario. You are talking about 10,000 unit: 
Would you have a limit on the market price of units the 
would be eligible for participation in the program? | 

Mr Keenan: Yes, we are working within the afford 
able housing guidelines as set by the previous governmer 
of $160,000. 


Mrs Sullivan: When you are looking at that, one 
the things that occurs to me is what happened in Burling 
ton, my community, where, for instance, a builder was abl 
to build affordable units at really the high part of the m 
ket, and when the municipality refused to allow the ne 
development at that same price range to come on strean 
all of a sudden those units became non-affordable agair 
What kind of protection can you see being built into” 
program like this? That is one part of the question. Th 
other part is: What do you think the commitment has t 
be? Are you talking about, through the Ontario Mortgil 
Corp, a commitment comparable to that in Quebec of $17 
million or $170 million? What dollar figure do you see th 


Treasurer putting into the budget? 


Mr Keenan: We talk about 10,000 units as a targe 
figure. Whether we have sufficient lands serviced an 
ready to go—we are not quite sure whether in fact thé 
target can be reached. Consequently, the provincial com 
mitment of funds would have to be determined on ou 
assessment of how many units we can actually bring to th 
marketplace in the next three months. 

In the mortgage business, it is perhaps setting asid 
$175 million, but it is not money that is spent, it is mone 
that is invested with a return potential. That is what I war 
to emphasize here. It is how you look at it. It is not mone 
being given away, it is money being invested in familie: 
invested in housing. 

The Vice-Chair: Mr Curling. 


Mrs Sullivan: Excuse me, but I want to go on. Yo 
are talking about investing in the next three months. Th 
budget will not be out until May. 

The Vice-Chair: It is just that we are short of tim 
and we have quite a few on the list. It is half an hou 
unless this committee wants to authorize me for one hou 
for each of the rest. I have no problem. 
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Mr Curling: Because of the time, I will go straight to 
y question. I think this presentation is a very good one and I 
mmend you for it. The problem I have with this, though, is 
at you emphasize new homes. I would have liked to see the 
me builders’ association coming in more to talk about 
ings like rezoning, basement apartments being fixed up, 
cause the industry there was quite vibrant. You had good 
les in 1988 of new homes, and many people who bought 
‘ger homes could have easily put basement apartments in, 
it know we run into the rezoning aspect of it. 

- Home repairs is a big industry. I think they need that kind 
‘support, because the industry itself is not only limited to 
w homes. Sometimes when I see the housing industry, it 
minds me of the car industry, which tells you that you must 
lange your car after two years or three years or it is obso- 
te. New home buyers and what have you, starter homes, all 
ose types of things throw it in a situation where it is a 
sposable kind of society itself; no expansion and all that. 
las there a deliberate process on your part not to mention 
ore about that part of the industry, about basement apart- 
ent improvements and home repairs? 


_ Mr Keenan: It is a very good question. I would like to 
yint out two parts to it. First, the renovators’ council of the 
sronto Home Builders’ Association is a very active commit- 
e, focusing essentially on existing stock. They are growing 
numbers, and also with respect to a code of ethics under 
hich they will work in order to provide consumer protec- 
on. They are part of these numbers. In other words, they are 
art of the economic impact. 

Similarly, it is a question of jobs. More jobs are created 
id retained in the new home sector than in the rehabilitation 
- the renovation sector. That is why the focus has really 
sen, as I mentioned earlier, on jobs. It is the new home 
ctor that generates the majority of the jobs. 
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Mr Sutherland: I thought there were a couple of inter- 
sting points you made in here. We have had the banks in and 
e have had other forecasting groups in predicting that we 
'€ going to recover in the third quarter of this year. I was 
uite interested in the note you made about the loss of manu- 
\cturing jobs, the loss of skilled people. It seemed to me 
lere was some sense that you felt that you were expressing 
iat there was not as strong an ability to recover this time 
‘ound because we have lost a lot of those manufacturing 
bs and a lot of those people out of the province. One, am I 
wrect in what I am gathering out of that, and two, if that is 
le case, do you see us recovering in the third quarter of this 
ear, in general and specifically in your industry? 

Mr Keenan: I think the committee is asking a lot of 
ery good questions. Answering this one, obviously there are 
vO parts. The first one is, is there a recovery down the road? 
lefinitely there is; with interest rates coming down there is. 
Ye could see a recovery. The housing sector, however, is 
ymewhat paralysed as we go into this year. That is on the 
1pply side; not the demand side, the supply side. 

It goes back to one of my earlier comments. With the 
IMBY syndrome out there, it affects the supply of lands 
hereby you can build smaller, affordable product. So an- 
wering your question, we would have difficulty getting 





enough supply out there to have the real impact of this 
economic recovery take place. As the report submitted to 
you suggested, we have to also, at the provincial level, 
look at streamlining the development process in dealing 
with that very issue on the supply side. I emphasize that 
point because it is the exact same problem that occurred in 
1983-84 as we came out of the last recession. There just 
were not sufficient lands available to deal with the demand 
side through the supply side of the equation. 


The Acting Chair (Mr B. Ward): Serviced land. 
Mr Keenan: Serviced land. 


Mr Jamison: My question to you again deals with the 
recovery, but in a different light, that if we do in fact come 
into a recovery of sorts in the second half of the year—the 
housing market in Toronto, I do not have to tell you, has been 
overheated at times. Then it cools down. Right now it looks 
pretty dreadful as far as your ability to participate is con- 
cerned. 

We talked about getting involved in co-op housing and 
those types of programs to help supplement your industry. 
My question is whether or not, if in fact a significant rebound 
takes place, the allocation of co-op housing would take place 
on an ongoing—you would not just receive 20,000 starts 
right off the bat. Obviously the question in my mind is that it 
is more profitable for you as a builder, or it would seem to me 
to be more profitable for you as a builder, to build other types 
of housing, and how that would possibly interfere at that 
point with a commitment on the part of yourselves to co-op 
housing. Would we be assured that you would not put that on 
the back burner at that point? 


Mr Keenan: The industry does not want to have the 
swings that took place in the 1980s. The topic of everybody’s 
conversation in the housing industry in 1987 and 1988 cen- 
tred on delayed closings and houses that were not completed 
on time with the features in them. That is not what this indus- 
try wants. We want a more level playing field. We want to see 
the dramatic swings up and down removed from this indus- 
try. Also, what will happen is we will get rid of the specula- 
tors. We will get rid of those profit-takers who are out there. I 
think that is what you are really asking, how we can get rid of 
that. What we are suggesting is that if we can get this industry 
back on an even keel, then we will not have to deal with 
those more questionable practices. 


The Acting Chair: I would like to thank you for the 
presentation. It was very worth while and we will take it 
under consideration as we continue our deliberations. 


ONTARIO COUNCIL OF AGENCIES 
SERVING IMMIGRANTS 

The Acting Chair: Next is the Ontario Coalition of 
Agencies Serving Immigrants; Howard Sinclair-Jones, ex- 
ecutive director. I believe you have a couple of people with 
you. 

The Vice-Chair: Would you care to introduce your 
colleagues and the group you represent? 


Mr Sinclair-Jones: My name is Howard 
Sinclair-Jones. I am the executive director of OCASI. The 
correct name is Ontario Council of Agencies Serving 
Immigrants. I have with me Paulina Maciulis who is the 
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program co-ordinator for OCASI, and Aruna Ogale who is 
executive director of ACCES for New Canadians. Could I 
ask how much time we have? 


The Vice-Chair: You have about half an hour, until a 
quarter to four. 


Mr Sinclair-Jones: I know you are running a bit be- 
hind. Perhaps we could talk for about 15 minutes and then 
we would be very happy to answer questions. We have 
tabled a brief, this thing, which I think has been distrib- 
uted. It includes six major areas of concern: access to ser- 
vices for immigrants and refugees in Ontario, settlement 
and integration programs, community and social services, 
social assistance, immigrants and the labour market, and 
finally, employment equity. We will deal with these in turn. 
I will be dealing with the first two issues and then I will 
pass to my colleagues to deal with the others. 

First of all, though, by way of introduction to OCASI 
itself, some of you are very familiar with OCASI. I know 
Mr Phillips. We have met before in his previous capacity. 
Others would not be so familiar. There is a very large 
network of community-based agencies all over Ontario 
which provide assistance to newcomers, to refugees and to 
immigrants. We have 116 member agencies and they go 
everywhere from Kenora to Kingston, Ottawa, Windsor, a 
very large number here in Metro Toronto; more than 70 of 
our agencies are in the greater Toronto area. It is a very 
extensive network and it provides a very broad range of 
essential settlement services and social services to new- 
comers. 

Each year our agencies provide assistance to more than 
400,000 immigrants in Ontario, immigrant clients, people 
who were not born in Canada. The services include lan- 
guage and orientation classes, individual family counsel- 
ling, interpretation, translation, information and referral, 
legal assistance, employment counselling and job training, 
and health care services. 

Basically, these agencies play an essential and funda- 
mental role in the delivery of social services in Ontario and 
in addition they play important roles in advocating for 
their constituency, for the immigrant communities of On- 
tario and in making links between newcomers and Cana- 
dian institutions. 

Another important thing to stress is that the services 
OCASI members provide go far beyond the initial recep- 
tion and settlement services. They include a wide range of 
innovative programs, employment preparation, preventive 
programs in the mental health field, family counselling, 
programs for seniors and especially a wide range of pro- 
grams aimed at a particularly disadvantaged group, immi- 
grant women. 

One thing we would like to stress is that the commu- 
nity-based immigrant service agencies are extremely cost- 
effective. They are innovative and because of their 
flexibility they can be immediately responsive to the 
changing needs and changing demographics of the prov- 
ince. They have developed a wide range of skills in these 
areas. This has occurred as a result of much dedication, 
assisted by a tremendous voluntary commitment, despite 
the fact that the funding they have received over the years 
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has been truly inadequate. In short, our member agenci 
are the essential link in helping the many thousands 
newcomers participate in the economic and social life ¢ 
Ontario. | 
1520 

In terms of the concern of access to services, immigr: 
tion to Ontario has been a fundamental aspect of tt 
province’s economic growth and develoment and for mar 
years our member agencies have raised the issue of lack 
access to appropriate services for immigrants and for m 
nority communities. Some of our key access concerns ij 
clude systemic racism and discrimination in Ontario 
public institutions and through the economic structure; tl 
incredible waste of expertise and talent and qualification 
of immigrants and refugees due to discriminatory practic 
on the part of professional associations, educational 7 
tutions and other regulatory bodies; the lack of a compri 
hensive language training strategy at either the provinci 
or federal level. I should add that this is particularly 
problem here in the province of Ontario. The languas 
training system in this province is extremely complex ar 
some would say chaotic in terms of who is responsible f 
what and this creates tremendous difficulties. 

There is the inaccessibility of hospital services, fain 
services, the community college system and other publ 
institutions to non-English-speaking Ontarians, and al: 
the lack of immigrant and minority representation on : 
staff and boards of public institutions. | 

OCASI over the past several years has supported tl 
development of Ontario’s multicultural strategy. Howeve 
we strongly feel that meaningful implementation of tl 
multicultural strategy has been sadly lacking and the exis 
ing problems stand in stark contrast to some excelle 
statements of principle. 

In this regard we would like to make the follow 
recommendation, that the provincial multicultural strates 
be reviewed to ensure that implementation strategies 1 
clude defined and measurable objectives, the developme 
of appropriate new programs with the allocation of reali 
tic budgets, and we recognize that this probably requir 
the reallocation of existing funds rather than the creatic 
of new money. We are fully aware of the difficult ec 
nomic situation the province is in. We wish to see a re-€ 
amination of existing resources to ensure that grants ai 
contributions are fairly and equitably distributed within tl 
field of immigrant services. We wish to see clear lines. 
authority and responsibility for implementation of tl 
multicultural strategy, and we believe that this impleme 
tation strategy must include mechanisms for communi 
accountability. 

That is in terms of the question of access. 

In terms of the second one, settlement and integratic 
of newcomers, we believe that a strong system of comm 
nity-based settlement services and language training pr 
grams is essential. Increased immigration to Ontari 
together with a long history of underfunding of our age 
cies, requires an urgent and major increase in resources f 
immigrant settlement and integration. 

According to the Ministry of Citizenship, Ontario is t 
initial place of settlement for 52% of immigrants 
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nada and it has been estimated that roughly 75% of all 
migrants end up living in Ontario within six to nine 
ths of arriving in the country, so we are talking about 
nething like three quarters of all immigration flow to 
nada eventually residing in Ontario. Although the 
inistry of Citizenship is the major provincial government 
urce of funds for our member agencies, it remains a very 
all department with a budget which is far from adequate 
nsidering its vital mandate in the areas of race relations, 
man rights, multiculturalism and immigrant settlement. 
-OCASI supports a strong role for the Ministry of Citi- 
nship as an advocate within government to the general 
blic for immigrant access and participation, but we are 
ncerned that its continued existence should not be used 
legitimize the marginalization of immigrant service 
eds by other provincial ministries which have very much 
ger budgets. 
Meanwhile, the federal government’s support for im- 
igrant settlement services and language training is insuf- 
sient and fails to recognize that this province is the major 
stination for newcomers to Canada. Ontario receives 
ily 25% of federal funding for language training pro- 
ams and just 45% of funding for newcomer settlement, 
spite, as I said, something like 75% of newcomers even- 
ally residing in the province. 
Our recommendations in this area, settlement and inte- 
ation, are as follows: that a major increase in funding be 
ovided to the Ministry of Citizenship’s Ontario settle- 
ent and integration program to sustain and enhance oper- 
ional support for community-based agencies which 
ovide settlement and integration services to newcomers, 
id further, that legislation be enacted to provide the status 
"a mandated program to the Ontario settlement and inte- 
ation program; second, that the Ontario government ac- 
vely pursue a federal-provincial agreement on 
‘migration as a means to ensure that an adequate range 
‘settlement services and language training is provided to 
2wcomers to the province. 
In this respect—I should just add this—we are particu- 
tly concerned following the announcement of the fed- 
al-Quebec agreement on immigration of a few weeks 
10. That followed an announcement by the federal Minis- 
t of Employment and Immigration of a major increase in 
vels and an allocation of new funding for the settlement 
id integration of newcomers. It would appear that the 
ibsequent announcement of the Quebec agreement has 
oved a tremendous amount, virtually all of that new 
ioney, towards the province of Quebec, so we are going 
» be expecting a substantial increase in immigration num- 
2rs with no increase from the federal level for services. 
_ I will pass to Paulina now. 


Ms Maciulis: I am going to address two issues, both 
‘them under community and social services, so it will be 
ymmunity and social services and social assistance re- 
™m. 

The member agencies of OCASI exist partly because 
i€ so-called mainstream community and social services 
ystem in Ontario does not meet the needs of immigrants 
id refugees in the province. New immigrants and many 
‘mes people who have arrived here many years ago use 








the services of community-based immigrant service agen- 
cies because OCASI agencies have specific knowledge 
and expertise and are culturally sensitive and equipped 
with appropriate language capabilities. The essential role 
of OCASI member agencies in the provision of commu- 
nity and social services requires the recognition and sup- 
port of the Ministry of Community and Social Services. 
Existing funds must be reallocated and redirected in an 
equitable manner. 

Recommendations on this issue are that the Ministry of 
Community and Social Services in its policy development, 
program design and funding allocations recognize the cru- 
cial role played by community-based immigrant service 
agencies, and that the Ministry of Community and Social 
Services develop a program of operational support: for 
community-based immigrant service agencies appropriate 
to the mandate of this ministry to provide funding for ser- 
vices such as needs assessment; community development; 
access facilitation such as escorting, interpreting and trans- 
lation services, and information and referral; crisis inter- 
vention; counselling for non-English-speaking individuals 
and families; general orientation and information related to 
social assistance; social support programs for non-English- 
speaking seniors; social support programs for isolated and 
vulnerable adults; special programs for disabled people 
within the immigrant communities, and pre-employment 
programs for immigrant and refugee social assistance re- 
cipients. 

In the area of social assistance reform, OCASI worked 
closely with the Social Assistance Review Committee to 
establish a Multicultural Advisory Group on Social Assis- 
tance which brought together representatives of 15 organi- 
zations which serve immigrants. The multicultural 
advisory group reviewed the presentations and briefs 
which raised issues concerning immigrants and poverty. 
There were over 100 submissions on that issue. 

Based on comments made over and over again by 
agencies and individuals across the province, a clear con- 
sensus emerged from the many presentations and briefs: 
that the social assistance system is not meeting basic needs 
for food, shelter, health care, clothing and transportation; 
that the social assistance system lacks sensitivity and com- 
passion and that discrimination is pervasive and systemic; 
that the social assistance system lacks consistency between 
and even within municipalities—communication between 
the benefit system and recipients and community organiza- 
tions is ineffective and in some cases non-existent; that the 
failure of the system is exacerbated for specific groups 
which face discrimination on the basis of their immigra- 
tion status, such as sponsored immigrants. 


1530 

OCASI supports the vision and thrust of the Transi- 
tions report. The SARC report links together in a positive 
way the challenge of combating poverty with that of build- 
ing a multicultural Ontario. Transitions contains a progres- 
sive vision for Ontario. Its recommendations for major 
reform of social assistance and important new measures to 
assist the working poor are of an urgent priority. 

Implementation of the Transitions report will help the 
clients of OCASI member agencies and all low-income 
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residents of the province. We welcomed the release in 
1988 of the Transitions report. We are, however, disheart- 
ened by the slow progress in implementation of its recom- 
mendations. Virtually no action has been taken with 
reference to SARC’s excellent recommendations for im- 
proving access and quality of services to immigrants. 
OCASI emphasizes in particular the problems faced by 
family-sponsored immigrants in need of assistance who 
continue to be denied eligibility. 

All Ontarians need adequate resources to deal with 
day-to-day living costs and emergencies. People need sup- 
port in order to move towards self-reliance. Immigrant 
women need access to child care, to English classes, to 
vocational counselling and to skills training opportunities. 

A recommendation on that point is that the Ministry of 
Community and Social Services actively and expeditiously 
move forward with the implementation of the Transitions 
report of the Social Assistance Review Committee. I turn 
now to my colleague. 

Ms Ogale: The organization I work for is ACCES for 
New Canadians, which stands for Accessible Community 
Counselling and Employment Services for New Canadi- 
ans. 

I am going to digress a little bit from the brief that you 
have, but basically it will just touch on everything. We 
have just completed a survey that OCASI conducted for 
1989 and what we found was that the member agencies— 
there were 107 member agencies at that time—served 
420,000 people. That is a 50% increase from the previous 
year, which was 1988. The survey also indicated that for 
the people coming to our agency, their biggest areas of 
concerns were ESL, or English-as-a-second-language 
training, and employment assistance. The people we are 
serving desperately need assistance in making sure that 
they can find jobs, and the only way to find jobs is making 
sure they have some type of skills training and English as a 
second language. 

It is no secret that the effects of free trade and the 
recession have been hard on a lot of Canadians. I think, 
just because of the nature of the way our economy works, 
it is even harder on visible minorities and those who are 
new to Canada because of the excess baggage they carry, 
mainly that they do not speak the language, that their de- 
grees may not be recognized and whatever. This is having 
a disastrous effect on thousands of immigrant workers and 
their families, and especially on immigrant women who 
are even being further jeopardized. A lot of them were in a 
marginalized industry as it was, and now these industries 
are closing down. So something has to be done in terms of 
retraining these women to get them into other types of 
sectors. 

We are also seeing more and more problems with the 
older immigrant worker. As the gentlemen who gave their 
presentation before were saying, a lot of immigrant work- 
ers, especially in the agency I work for, are Portuguese. 
They worked in the construction industry. They always 
thought they would have a job. They worked for 15, 20 
years. They never really felt they had the need to learn the 
English language. Suddenly they are out of work for the 
first time. This whole issue has to be addressed in terms of 
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developing their English-language skills, developing s 
sort of other skills training, because they need to get b 
into the workforce. Given their age and given their situ 
tion, it is likely that they might not be going back intot 
construction industry. 

Many immigrants, especially immigrant women, 
quire additional support in terms of career counselli 
language, employment, skills training and job place 
programs in order to compete effectively in the mark 
place. We have to make sure that we provide for this. 

I know recently the Ministry of Labour announced t 
$25 million extra would be put forward. We would like 
ensure that this money is going towards all sectors incl 
ing the immigrant working population, which means th 
basic skills development is important, literacy is impc 
tant; but when you are dealing with immigrants and re 
gees you are also talking about ESL. You are also talkin 
lot of times about first-language literacy. We hope that. 
this $25 million the needs of this group are also going 
be looked at. | 

As Howard said earlier, we know there is not a lot. 
money and we know what our economy is facing rig 
now, but we really feel that perhaps there should be son 
relocation towards the community sector because we 
very, very cost-effective and we provide services that 
very necessary and that perhaps have not always been p 
vided. | | 

We do have some recommendations: | 

“That a long-term perspective on language, litera 
and skills training and the development of community 1 
sources for skills development and labour adjustments 
supported; | 

“That expanded provincial funding is needed to pr 
mote community-based language and skills training f 
immigrant women; 

“That the ministries of Education, Skills Developme 
and Labour ensure that their market adjustment and ski 
development programs respond to the specific needs 
immigrants and refugees in Ontario; 

“That the Ministry of Labour, in implementing the 1 
cent announcement of additional funding for labour adju 
ment in response to plant closures, develop componer 
which are specifically targeted to workers with spec 
needs such as non-English/non-French-speaking workers 

“That the Ministry of Labour increase the number 
agencies funded as help centres which have a capability 
providing services to immigrants and refugees”—I mig 
add right now that in Toronto there are only two he 
centres that cater to the immigrant and refugee popu 
tions; and 

“That, as the province renegotiates the Canada/Onta 
agreement on training, efforts be made to explicitly ¢ 
vance the province’s multicultural strategy; and furtl 
that the agreement recognize and enhance the role of nc 
profit community-based organizations in the face of cc 
tinuing privatization.” 

I would also like to address the issue of employme 
equity. Underemployment and unemployment are ma 
problems affecting immigrant communities in Ontario. 
recent report that was conducted by the Canadian Ci 
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yerties Association reinforces what OCASI has always 
ywn, that systemic racism is indeed an enduring feature 
our economy. The association studied 12 out of 15 pri- 
e employment agencies in Toronto, Ottawa, London 
i Kitchener-Guelph. In all of these areas, the agencies 
‘eed to comply with an employer’s request to refer only 
‘ite people for jobs. 

Mandatory employment equity legislation is necessary 
address the barriers of racial discrimination in hiring 
J job promotions. In addition, specific measures are re- 
ired to ensure that foreign-trained professionals and 
despeople have equitable access to employment oppor- 
lities in the province. 

-OCASI supports Bill 172, a private member’s bill in- 
duced in the last session of the Legislature. The bill 
yuld provide for employment equity for women, people 
th disabilities, native people and members of visible mi- 
tities. As Premier Rae has stated, “The bill is a result of 
tensive consultation with affected groups and would go 
ong way towards making Ontario’s workforce reflective 
the human wealth of the province.” 

The Task Force on Access to Professions and Trades 
ovides a framework for ensuring that Ontario’s economy 
seives the full benefit of the wealth of skills and talents 
ssessed by immigrants to the province. The task force 
Bie mendations detail effective measures to counteract 
scriminatory rules and practices. 

We would recommend, under employment equity: 

“That the mandatory employment equity legislation be 
opted to promote equitable employment opportunities 
t women, visible minorities, people with disabilities and 
original peoples; and that implementation of the legisla- 
m be accompanied by cross-cultural sensitivity training 
the workplaces of the province; 

“That, without further delay, legislation be enacted to 
iplement the recommendations of the Task Force on Ac- 
$s to Trades and Professions; and 
“That employment agencies which contravene the 
aman Rights Code be forced to terminate their business 
tivities in the province.” 

40 

Mr Phillips: Thank you for what I think was a very 
oughtful brief. In my experience on the other side, prob- 
ily the best investment the province makes in its spend- 
g program is in these services. I am not sure I have seen 
erything the government spends its money on, but I al- 
ays felt, for the reasons you outlined, that dollar for dol- 
' this was our best investment because you are very 
ficient, effective and you get an awful lot of volunteer 
‘Ip as well that I think really provides value. So I think 
ithat you certainly have my support, and as I say, to the 
tent that I can influence the other members, I can assure 
em that the members of OCASI really do provide excel- 
nt value. 

I think you have raised a lot of other very important 
sues that are somewhat non-budgetary. They are impor- 
nt issues that the government will wrestle with and I can 
sure you that I will be watching it, because things like 
cess to trades and professions are very fundamental; the 
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employment equity is very fundamental—I will forget 
some that I will not mention—and I think your advice on 
the Ministry of Citizenship is an extremely important one 
that I agree with. That is, it is an advocacy ministry; it 
should not be allowed to marginalize individuals. I think 
the government and the province must reflect the diversity 
and not think of it as isolated in any one ministry. I happen 
to think we were making some good progress on that as a 
former government. 

I guess I did not even want to ask a question other than 
just to say that I can vouch for these organizations and the 
work they do, to say this, that the issues you raise in here 
are absolutely fundamental to the province and the future 
of the province and will be the subject, I think, of some 
really good debates in the months and years ahead. So as I 
say, I thank you for an awful lot of work that went into that 
and I hope that at least over the short term the government 
can provide adequate funding. It probably will never be 
quite as much as you would like, but I hope it is enough to 
do the job. 


Mr Sinclair-Jones: May I just comment? I thank you 
for your comments; that is very complimentary coming 
from an ex-Minister of Citizenship. We had our battles 
before with Mr Phillips. 

I would add, though, that I personally do believe that 
all of these issues are in fact fundamental budgetary issues. 
They do not appear immediately in the equations, but the 
economic benefits of immigration are phenomenal. I feel 
that there is a major imbalance between the potential con- 
tribution of immigration to the economy of this province 
and the contribution which the government makes directly 
in the initial assistance to newcomers to the province and 
the continuing ability it gives them to participate fully in 
the life of the province. 

I mentioned earlier that we are not really requesting 
new funds, but we are asking for a serious examination of 
the existing allocations in the field of social services. Why 
should the Ministry of Citizenship have a budget of only 
$60 million, when one has other ministries with budgets of 
$4 billion that are not delivering in terms of social services 
to a multicultural population? We should be looking at 
that. So I would say there are serious budgetary implica- 
tions to some of the— 


Mr Phillips: I guess my only point, for this committee 
wrestling with everything it is going to wrestle with over a 
week, was that some of the issues you raise are very im- 
portant philosophical issues. How do you change what you 
call the mainstream organizations to provide the services 
and what is the best way to do that? They are very crucial 
recommendations. I am just saying, with all due respect to 
my colleagues and myself, you will not get thoughtful, 
measured responses in the one week we have to prepare 
our total budget response. The best I suspect we can do is 
to try to make some comment on funding for you and have 
those debates as you would want them, with the proper 
time and attention given to them. 


The Vice-Chair: I am looking at your report, and one 


recommendation is the splitting of the costs between the 
federal government and the provincial government on the 
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funding. I think it is very important that we have a good 
working relationship with the federal government to the 
point where immigration increases could increase the bud- 
get of the Ontario government, unforeseen if they change 
the numbers of the number of people coming into Ontario. 
So we could set a budget and yet if they increase the 
immigration figure, it could throw the budget way out of 
line. I just wanted to make that comment. It is a good 
recommendation. 

Mr Curling: It is a good point that you made and if I 
can follow from that one, that is the exact point I am going 
to make. This is the sort of copout that governments will 
do actually between governments and in governments 
themselves. The Canada-Ontario agreement on training it- 
self, we saw it coming, you know, where the federal gov- 
ernment is reneging on its responsibility. 

Now, as a provincial government, do we stand back 
and then tell the federal government that the transfers of 
funds are not coming our way? I think there are things that 
they can do, as a matter of fact. As you said with the 
ACCES program, it is in a deliberate discriminatory way 
that our people in professions were treating our immi- 
grants coming into that. They are wasting very good pro- 
fessional skills that can be plugged in because of their 
qualifications seen and the Canadian experience, that type 
of stuff. They were excellent people when they were being 
interviewed as immigrants coming into the country, be- 
cause those are the qualifications, but as soon as they ar- 
rive, those qualifications work out to nothing. Now in 
saying all that, I think that you cannot ease up even on the 
government of the past, but if we had moved a bit faster 
maybe we would have got some of those things in place. 

The present government, in this budget we are address- 
ing, can look especially at the ACCES program, you say, 
and implement that very quickly. They can also give 
enough money within your groups in order to have good 
counselling, because you are down there in the grass roots 
knowing exactly what is happening. I feel that the pres- 
sure, if you want to call it that, should be placed very 
strongly in this committee and I am glad you see us work- 
ing very co-operatively and that is a strong recommenda- 
tion we should take, that at this time, as you know, 
immigrants are the last to hire and the first to fire. In our 
constituency office you can see the other people are com- 
ing in, losing jobs, losing their homes and then, as I said 
was stated by the presentation earlier on, the payroll 
moves from the private sector to Ottawa or to Ontario. 

So I am saying to you too that the pressure you must 
place must continue not only from here, but we still have 
time that it can be reflected in the budget, that adequate 
funds are placed, immediate ones, and then you follow up 
on the others, equality, etc, etc. 

Even with human rights themselves, and I do not want 
to give a speech, the Ontario Human Rights Commission 
has to be looked upon very seriously, whether it is dealing 
only with women’s issues or with all the issues. Do not put 
the discrimination issues on the back of the shelf to be 
dealt with. 

Would you then say, sir, which would be the priorities 
to put pressure on? Would you feel that the ACCES pro- 
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transfer of funds—is the one to be addressed immediate 


Mr Sinclair-Jones: If you ask for priorities in at 
of financial difficulty, I would— | 


Mr Curling: There is no financial difficulty. You : 


i 
gram—and I am not blaming it on the federal = 


money; Ontario has money. 


Mr Sinclair-Jones: I think, just coming back to ¢ 
major difficulty which community-based agencies have 
the delivery of essential services, that there is sort 0 
systemic discrimination against the agencies, not j 
against the immigrants they serve. In terms of the ma 
delivery ministries, the Ministry of Community and So 
Services and the Ministry of Health, it has been a 
impossible for small, community-based agencies to obt 
funding from those ministries to provide services x 
are the mandate of those ministries. They are not necess 
ily the mandate of the Ministry of Citizenship and che 
not necessarily the mandate of the Department of Empl 
ment and Immigration at the federal level. They are | 
Comsoc’s back. You try to get a grant from Comsoc if y 
are a small community-based agency based within a 
ticular ethnocultural community and it is extremely fi 
cult. 

That is something that towards a year or so ago 
were beginning to make some inroads into and we wis 
see this government really begin to examine that questi 
the opening up of programs such that all groups which 
able to provide services within a particular ministry’s mi 
date are eligible to receive funding under those mandate: 


1550 | 


Mr Sutherland: I want to pick up on this point ab 
funding and talking about the impact of this budget ye 
The federal Minister of Employment and Immigration | 
said—is it an extra 200,000 a year? Is that the corr 
figure? | 

Mr Sinclair-Jones: No, we are moving towards 
total of 250,000 a year over a five-year period. 


Mr Sutherland: And the current total is? 


Mr Sinclair-Jones: It is not far off 200,000 at | 
moment. 


Mr Sutherland: Increasing it by approximat 
50,000 a year. I was wondering if you could give so 
feeling about what the impact is going to be? You hé 
said 75% of the immigrants end up in this province 
support the increase in immigration and the federal g¢ 
emment doing that, but I am very concerned about w 
impact it is going to have on the provincial budget. Ti 
have made, it seems, a rather arbitrary decision to do th 
but from your indications they are not providing the si 
port services that are going to be necessary to integr 
these people into the Ontario community. I was wonder 
if you had some estimate of what it would be for an ex 
50,000 people or 75% of that extra 50,000, what ex 
amount your organization as a whole would need to try 
accommodate that. 


Mr Sinclair-Jones: In percentage terms of the tc 
immigration budget, very, very little. Part of the difficu 
is that the total federal funding to community-based serv 
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ncies helping immigrants is only a tiny percentage of 
overall immigration budget. The major program is a 
gram called ISAP, the immigrant settlement and 
ptation program. That is only 3% of the federal 
nigration budget. The vast majority of the federal 
nigration budget goes on enforcement, on immigration 
, aS opposed to helping people settle and become 
yductive, even though the whole rationale for 
nigration is demographic and economic growth. It is a 
| contradiction. 

Mr Sutherland: So we have a real question here that the 
eral government is not providing the support services to 
‘grate these people properly. 

Mr Sinclair-Jones: Correct. And it is not providing in 
ns of job training, employment training, counselling. We 
‘not just talking about initial settlement. We are talking 
jut a whole range of activities which assist people to be- 
ne economically productive. 

Ms M. Ward: I want to ask you to expand or clarify for 
‘this section on immigrants in the labour market and your 


:recommendation about the Canada-Ontario agreement on ~ 


ning. You say, “‘And further that the agreement recognize 
1 enhance the role of non-profit community-based organi- 
ions in the face of continuing privatization.” Are you 
aking there of training and skills programs that are pro- 
led by these agencies? I wonder if you could give me some 
imples. 

Ms Ogale: You want examples of programs? 


Ms M. Ward: I just want you to expand a little, if that 
s really what you meant, on the provision of programs by 
community agencies. I have heard in the past that there 
ve been problems with funding, that it is not continuous. 
e funding may be granted for a short period of time, 
lybe only for a year, and by the time the agencies get the 
dple in place—it takes a period of training and so on—by 
: time it is operational the funding is gone again and they 
:in the position of being in a state of uncertainty for some 
mths again. 

Ms Ogale: The funding that skills training programs get 
year to year, so every year you apply. I know of at least one 
dgram that was serving South Asian women, which is not 
erating now even though it was very successful, simply 
cause the money was not made available this year and you 
ve to reapply. 

What we are saying is that because we know our commu- 
ies best, especially because most of these skills training 
grams are for women, we know their specific language 
2ds, we know how they can learn and what they need to 
im, that it makes sense that we be involved in that training 
Xcess. It seems that more and more of the money is being 
/en perhaps to industry or whatever to carry out training, 
d it seems to us that workers who are already marginalized 
: probably going to be isolated from those training pro- 
ams. So because we know these populations best, it makes 
ise to have community-based training programs that can 
liver services in the community, because they are cost-ef- 
‘tive and they reach the right population. 

Mr B. Ward: I think my questions have been asked but 
ve not got the answer I am hoping to get. 





First, as parliamentary assistant to the Minister of Skills 
Development, I hear what you are saying about the emphasis 
that should be placed on that aspect of skills programming in 
this province and give you this assurance, that on item 5.6 on 
page 12 I will make the minister, Richard Allen, aware of 
your concems. Hopefully, they can be dealt with to some 
degree in the upcoming negotiations. 

What I would like to focus on is 5.4—5.4 and 5.5, I 
guess, which pertain to the help centres. In Brantford we have 
a help centre, but we also have an Ethnoculturefest. It is an 
independent organization but does receive funding from the 
province to deal with counselling, etc. Are you suggesting 
that this province, when it comes to assistance for unem- 
ployed, etc—I am relating to Brantford again—rather than 
not having the best program available because some funding 
is going to Ethnoculturefest and some is going to the help 
centre, should be concentrating on the help centre and ensur- 
ing that the support system is in place at the help centre to 
deal with unemployed immigrants or ethnic people who per- 
haps do not have a full understanding of the system? Is that 
something we should be looking at? Is that what you are 
trying to get at with 5.4 and 5.5 on page 12? 

Ms Ogale: Actually, access for new Canadians into help 
centres funded as a help centre. What we are suggesting is 
that there perhaps needs to be more done in terms of the help 
centres and in terms of the non-English population. A lot of 
help centres do not necessarily look towards the needs of a 
specialized group. We are not saying take money away from 
one and give it to the other, but perhaps expand funding or 
look at the different things a help centre should be doing. I 
know, for example, that our help centre will be seeing 3,500 
people this year; 3,500 people is an awful lot for one help 
centre to see. Clearly, there is a need for another help centre 
within Toronto, but there is not one. 

Perhaps what we are saying is that there need to be more 
specialized help centres, not just ethno-specific ones because 
all help centres right now are overextended simply because of 
the large numbers of unemployed people in Ontario. I think 
that is what we are suggesting, that you look at that. 


The Vice-Chair: Thank you. 


Ms Maciulis: If I can make a little comment. Mr Ward 
mentioned Brantford, and a help centre existing in the same 
locality. I would say we are not supporting the ethnocultural 
centre against the help centre or vice-versa. I feel that in those 
communities normally those organizations work together. If 
they do not, I think the same population would push them to 
work together for the population. 


Mr B. Ward: If they are not, they should be. 


TENANTS NON-PROFIT REDEVELOPMENT CORP 


The Vice-Chair: Mr de Klerk, I believe? I just want 
to check; sometimes someone else has been substituted. 
Would you introduce yourself and your colleague and the 
group you represent? You have a half an hour, to 4:30. 


Mr de Klerk: My name is Jack de Klerk and with me 
is Felies Einhorn. We are with the Tenants Non-Profit Re- 
development Corp. We will tell you a bit more about what 
we are about and what we are asking. I appreciate and I 
will say at the outset that it is a difficult task you face, 
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because you have just been talking about immigrant ser- 


vices and social services and we are going to ask that you | 


now switch gears, not entirely but to a great extent, into 
the whole area of housing, which is another, some might 
say, black hole. 


1600 
Mr Curling: Could be a white hole, too. 


Mr de Klerk: Yes, I was thinking of that as the words 
came out of my mouth. It is a hole. 

The Tenants Non-Profit Redevelopment Corp was in- 
corporated in 1989 as a result of efforts of the Federation 
of Metro Tenants’ Associations and the Co-operative 
Housing Association of Ontario. The organization was 
given a mandate to work with tenant groups and assist 
them as much as they could in converting their apartments 
into non-profit co-operatives. We were given a start-up 
grant from the Ministry of Housing, its sector support pro- 
gram, in June 1989. Shortly after that were told that we 
had a reserve allocation to convert 500 units under Homes 
Now. To date we have completed two acquisitions and a 
third is in progress. When we complete it in March of this 
year we will have used up our entire 500 units. 

Our organization has received support from the Minis- 
ter of Housing, and to the minister and to the government 
we want to express our support. We want to encourage the 
government, though, to follow through to a greater extent 
on its commitment before the election to make acquisition, 
rehabilitation or conversions a significant part of the social 
housing program. 

Converting existing rental housing into non-profit co- 
ops makes a lot of sense. Affordable housing will be pre- 
served, the housing stock will be preserved, security of 
tenure will: be guaranteed and subsidized units will be 
available to those in need. 

These objectives can be met through other legislative 
programs. What we want to stress is that the conversion 
program is much more cost-effective from a financial ac- 
counting point of view. And as true as that is, we want to 
say that the real reason, or the most compelling reason, for 
doing conversions is that it allows people to take a much 
greater role or to have more control over their living envi- 
ronments. 

Tenants today remain second-class citizens. As a class 
they do not have access to the economic opportunities 
available to home owners. A recent Canada Mortgage and 
Housing Corporation study showed only 7% of tenant 
households in Toronto—it did not give or I did not see the 
figure for all of Ontario. For southern Ontario they indi- 
cated that it was on average about 20%; it varied, really, 
from municipality to municipality. Only 7% in Toronto 
could afford to buy a home. 

Tenants pay proportionately higher municipal taxes. 
More important, there is a lot that happens in and about 
their homes over which they have absolutely no control. 
Will their building be sold? Will the rents go up again? 
Will the repairs be done? Will the harassments of the su- 
perintendent be confronted by the owner? Will something 
be done about the security problems faced by women? The 
list does go on and on, reflecting the fact that most of what 
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happens in a rental project is far beyond the reach of 
average tenant. | 

Creating co-operatives, on the other hand, can hay 
very positive impact on the personal development of 
tenants and the community through the process of em 
erment. We have stood on the sidelines applauding 
political developments in eastern Europe. The people the 
have recaptured their own lives and their community. I 
time to be serious about encouraging similar changes hej 

Before I get into the background, I want to say t 
where we are going in our submission is asking the g¢ 
ernment to set aside more funds to allow these conversi 
to take place. It is critical, I think, given the time we 
right now, the economic situation being what it is, that 
government act now to make the opportunity of conve 
apartments into co-operatives more widely available. 

The idea of doing conversions is not new. In fact, si 
co-operatives were first established in this province, ¢c 
versions have been part of the program delivery. In 
ronto there about 20 co-operatives created by convert 
apartment buildings into co-operatives. In the past 15 ye 
during which co-ops have been developed, circumstan 
have changed dramatically. In the past few years, con 
sions were taking place only sporadically and under t 
very significant conditions, first, that rents had to be , 
a level that compared to market rents and, second, that 
property had to be renovated to an almost-new standard. 

These conditions had the effect of discouraging 
developers of co-operatives. As well, administrators 
housing programs by and large indicated a reluctance 
support these particular projects. Perhaps most importé 
the tenants found that the conditions were strong disinc 
tives. Why would a tenant support a conversion if his r 
was effectively going to be doubled and if he perhaps I 
to vacate his apartment for a few months and then mc 
back in again, in the meantime settling somewhere else’ 
really discouraged tenants from supporting this at all. 

The combined effect of a decade of rent regulation ¢ 
the Rental Housing Protection Act has been. to make c 
versions less attractive from the perspective of the pre 
ous programs. However, tenants have maintained | 
desire to gain more control over events and activity in é 
about their homes. Rapidly increasing rents and poo 
maintenance convinced tenants more than ever tl 
changes are needed. Most tenants would prefer not to 
fighting with their landlord over issues of common sei 
and daily life. As a result, pressure has increased to | 
velop alternatives. 

The announcement in the budget of 1988 of a hous 
program to create 30,000 new social housing units—i 
get this wrong, Mr Curling, you should correct me; ) 
will remember this—through new construction, acquisit 
of existing units and leasing existing units spurred the ¢ 
cussion of alternatives. The government of the day \ 
convinced that program criteria for conversions wo 
have to be changed if acquisition targets were to be met. 

The co-op conversion working group met Ministry 
Housing officials for months to work out details of 
new conversion program. The allocation of units to T 
ants Non-Profit Redevelopment Corp reflected the chan, 
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he program. It was understood that tenants would not 
port conversions that resulted in rent increases larger 
n those allowed by rent review, nor would they support 
ovations that resulted in tenants being evicted. 

In effect, Homes Now established that conversions 
iid be done by limiting rent increases to the kind of 
rease that would follow in rent review if the acquisition 
S a private-market one, and renovations would be 
ised in to capture the remaining usefulness of building 
ictures and to protect against the kind of extensive reno- 
ion that resulted in tenant eviction. 

The essence of how Homes Now works is set out in the 
) forma which follows. The building is purchased by 
yants Non-Profit Redevelopment Corp with the assis- 
ce of a mortgage from the Ontario Housing Corp—the 
ney comes from the Canada pension plan—for 100% of 
cost of acquisition and renovation. Existing rents are 
died to cover the borrowing and the operating costs. 
nerally there is a shortfall. The amount will vary, de- 
ding on what the costs and the rents are. The same 
ds true for any private acquisition, of course. The short- 
{ in a private-market transaction is a financial loss. As 
nants Non-Profit Redevelopment Corp, or any other 
-profit, cannot write off financial losses against other 
ome, subsidies are required to carry the projects. These 
ge subsidies, as they are known, generally decline over 
umber of years, depending on their original size and the 
portion operating costs are of income. 

The pro forma is set out and I will just review this 
ickly. 



















give me for being somewhat Toronto-centred here, but 
it is where I work and that is really what I am most 
iliar with—$40,000 per unit is not an unrealistic cost 
lay to acquire a building. Just for your information, a 
ar ago you would have paid probably between $65,000 
d $70,000 per unit for the same unit; that is how much 
+ market has come down since that time. Six months 
o, and I am speaking very specifically in the time period 
fore the election, that same unit probably would have 
st $55,000. It was quite clear the recession was having a 
ty dramatic effect on the marketplace over the past year 
d, not surprisingly, the election of the NDP government 
d the government’s announcement with respect to its 
ins for rent review have to a certain extent accelerated 
: decline of values. 
10 
It is a reflection of the fact that a lot of the value has 
en created over the years because people were speculat- 
zon rental income streams, and to the extent that is 
ttailed, then the value is less and some people, because 
*y bought right at the last moment and paid top dollar, 
: facing some fairly hard decisions about what to do 
th their investment. 

With a $40,000 cost, the soft costs were about $5,000 
unit and the renovation costs—I have given two exam- 
*8, one of $20,000. per unit and another of $10,000 per 
it—those renovation costs will essentially make sure 
{At the building has some up-to-date fire equipment, that 
Te are some energy conservation expenditures for the 


If you assume an acquisition cost of $40,000 a unit— | 


windows, probably an upgrading of appliances and a small 
amount of in-suite things. It will make sure the roof is up 
to date and, if there is an underground parking garage, will 
make sure that it is in good shape, for a total capital cost of 
about $65,000 or $55,000. 

The interest rate from Homes Now right now is about 
10.5%, maybe a little bit less today. But those costs result 
in financing costs of about $570 a month in the one exam- 
ple or $480 in the second. 

The operating costs on average, and again these num- 
bers vary—if you do less renovation your operating costs 
are presumably going to be higher, so those amounts are 
reflected there—if you assume a rent of $550 for a one- or 
two-bedroom apartment, and—it might be a bit on the high 
side for a one or a bit on the low side for a two but in any 
case that is the number I picked, you will get a shortfall of 
$370 on the one hand or $330 on the other. You can see the 
$10,000 difference in renovations results in a different 
shortfall of about $40 a month. That shortfall of course is a 
bridge subsidy that comes to the projects from the govern- 
ment under the Homes Now program, and this subsidy 
would apply to every unit. 

There is another subsidy which the members will per- 
haps be somewhat more familiar with, that is, a rent- 
geared-to-income subsidy, which would be available to 
tenants or occupants of a housing project who are paying 
more than 25% or 30% of their income on their rent. If you 
apply and you are eligible, then the government would 
subsidize your rent, and in this case we would be talking 
about the rent of $550. If you had an income of, let’s say, 
$1,000 a month, you would obviously be spending 55% of 
your income on your rent. The government in this case 
would subsidize your rent so that you would only have to 
pay $250. They would give you a further subsidy of $300. 

Typically, what you will find is in the normal co-opera- 
tive housing project, the rent-geared-to-income subsidy 
levels are about 40% to 60% of the units. Just for your 
information, the average tenant household, or one out of 
three of the average tenant households, pays more than 
30% of its income on its rent. 

That is the pro forma that I wanted to just evaluate for 
a moment. 

There is some difficulty in doing an evaluation of 
Homes Now because although the project was announced 
in the budget of 1988, the first unit allocations were not 
given until the summer of 1989 and only now in fact are 
the first projects coming on stream. Our allocations, be- 
cause we are buying existing units and not building new 
units, are some of the earliest ones to come on. If a group 
got an allocation to build a new project in, let’s say, the fall 
of 1989, they would be hard pressed, unless they had re- 
zoned land already, to be even getting shovels in the 
ground at this stage. So it makes it very difficult to evalu- 
ate the program as a whole. 

I think there are two points that should maybe not be so 
much considered as just made note of. The first is that I 
think as a delivery mechanism, Homes Now can be fine- 
tuned. There is no doubt about that. 

Second, there is need for an ongoing program evalua- 
tion. I think part of the problem people have had is that 
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there have not been a lot of purely provincially funded 


programs. In fact, Homes Now is the first one. We need to » 


let it run a little while or to get all the projects in, and then 
evaluate it while we are doing another batch of them. It is 
a real problem if you just stop everything and then do an 
evaluation, and then once the evaluation is complete say, 
“Okay, now we’ll go on to something else.” The providers 
in the meantime do not have any work. 

It is critical, if you want to have an ongoing supplying 
sector, that in fact the programs are continuous. It is like a 
construction worker. If you are not building, you are out of 
work. Similarly with housing projects, if you are not deliv- 
ering projects, then the organization is going to go under. 

So in terms of evaluation, those are two things. I am 
not going to suggest for a moment even that this commit- 
tee undertake that evaluation; not right now at least. Proba- 
bly it is more appropriate to leave that to the Ministry of 
Housing. I simply want to make those points because the 
assumption is that if you are going to do an evaluation, 
you are only doing it because you intend to continue a 
program. If you are going to cut the whole thing anyway, 
there is not much point in doing an evaluation. The deci- 
sion has already been made. 

So we assume that the government intends to continue 
having a social housing delivery program, and we encour- 
age this committee to come out and say that in bold print, 
if you like, because I think it is something that those of us 
who are working in the co-operative housing sector and 
the non-profit housing sector need to hear. We need to be 
encouraged to say, “If times are tough right now, we are 
committed to making sure that housing programs will con- 
tinue.” 

It is even more important for the people who depend 
on the provision of social housing for their homes. There 
are lots of people, as I indicated, fully a third of the tenant 
households in Ontario, who pay over a third of their in- 
come on housing. If in fact those people do not believe 
there are going to be housing programs in the future, then 
they are going to start despairing about what the future 
holds for them. They need to be confident that there will 
be programs in the future. 

I think it has to be clear that affordable housing can 
only be delivered on a non-profit basis. If there is room in 
the system for speculative housing, then it may be afford- 
able to the first-time owner or the initial provider, but if 
there is room for profiteering in it and room for specula- 
tion, then the affordability will be lost in short order. 

Part of the need then for social housing is for housing 
to come under the control of the people who live in it. I 
would like to make this point, I guess, that supporting 
conversions is as much a social program for community 
development as developing new housing is an employment 
or an economic stimulator kind of program. I want to 
stress that we think that is an important thing. If people 
have control over their housing, then it has lots of positive 
social repercussions. 

The purpose of supporting these programs I think 
needs to be looked at. Homes Now to date has committed 
500 units to the Tenants Non-Profit Redevelopment Corp. 
Another 775 units were converted in the City Park project 
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in Toronto. In effect, in the past two years, 1,275 ten, 
households won the lottery to get control over their hom; 
If the government keeps its commitment in An Agenda 
People, then another 20,000 units of social housing will 
generated annually, of which 4,000 will be conversions. 

This amounts, I submit, to nothing but an enric 
jackpot. It will take a lifetime before a significant po 
of the tenant population has control over its own affa 
That problem needs to be addressed by this governmen 
needs to be addressed in terms of making opportuni 
available to more tenants. We do not suggest that the g 
ernment go crazy in giving money away to buy out all 
private sector. 


1620 

Two observations I would like to make relate to 
issue of how quickly we should proceed. The first is 
we need to take the time to develop better mechani 
than the Homes Now model. This may include better 
nancing instruments. For instance, there are now mortg 
instruments that are considerably cheaper than the | 
interest only mortgages provided by Homes Now. The 
eral index-linked mortgage costs about $7 per hun 
That alone is about 30% cheaper than the Homes 
mortgage. If you go back to the pro forma, the financ 
costs of $570, if you reduce that by one third, then you 
going to be more than halving the shortfall that you sh 
on the bottom line there. In other words, if you take $ 
or so or $200 off of the $570, then you are going to red 
your overall shortfall by $200 or so of the $300. | 

The other observation that I would like to make is t 
the acquisition cost today is less than 75% of what it we 
year ago. This has resulted partly because of the recess 
and partly because some of the landlords had specula 
that their property values would increase for ever. TI 
gambled and now they are deciding, or their bankers 
deciding for them, to sell. In short, now is the time to t 
In order to take advantage of the economic climate anc 
begin the process of empowering tenants, the governm 
must make a firm commitment now to make funds av 
able to convert privately owned rental housing into n 
profit co-operatives. 

I stress non-profit. We are not interested in promot 
the conversion of existing apartments into condominiu 
Those funds must not replace funding for constructior 
new affordable housing; rather the object is to keep 
housing occupied by tenants today affordable so that t 
do not have to move into new projects to get subsidi 
apartments. If long-term affordability is to be realizec 
housing stock conversion is to be realized and if our det 
cratic ideals are to be practised, then greater financial c¢ 
mitment must be put in place. 

The costs are not great. The examples used above it 
cate that the annual cost is less than $4,500 per unit at 
outside. Obviously 10,000 units would represent a cos 
about $45 million. There are substantial benefits. First 
rents increase annually, the subsidy would decline. $ 
ond, there are significant savings in terms of social wel 
costs if rents are controlled in the long term. We h 
agreements with the Ministry of Housing to take refer 
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n the local housing authority for a fixed percentage of 
vacancies. 


Increasingly, the cost to government with respect to - 


ar services, such as rent review, municipal inspections, 
landlord and tenant disputes, will decrease dramati- 
y. It is possible to reduce the actual costs of the pro- 
m even further if grants are made available for energy 
servation improvement, if the government gave loan 
irantees for provincially sponsored, index-linked mort- 
re security and if other improvements are made. 
Tenants and the co-operative sector are committed to 
proving conversion programs. We need government 
nmitment to fund them. Communities fostered by con- 
sions establish new directions for social development, 
souraging people to take responsibility for their own 
2s. They lead people in the direction of learning to live 
ether. The object is to get people to outgrow the con- 
ts that always arise when someone else controls your 
me and treats it and you like a commodity. 

We ask you to consider this unique time as an opportu- 
y at not too great a cost to invest in our future. The 
dget commitment is needed now and we ask this com- 
ttee to recommend it now. 


Mr B. Ward: I have a question of clarification, I 
ss, on the funding of your organization. I understand 
it you received a startup grant from the Minister of 
yusing from the previous government, which was a good 
ive. How do you fund your organization now? 


Mr de Klerk: Part of the Homes Now program and 
co-op programs, federally and provincially, has pro- 
Jed for what are called “‘organizational expenses.” Basi- 
lly what happens is we are like a consultant and we get a 
> for doing the conversion. We share that fee—it is 2% 
the maximum project capital cost—with the organiza- 
f that sets up the co-operative, that does all the training. 
sually there is about an 18-month or two-year contract 
at exists between the resource group, consultant group 
dthe co-operative group. So we are sharing part of that. 





Mr B. Ward: Okay. When you use up your allotment, 
ough, does that mean you are out of business? 





Mr de Klerk: Yes, we depend on projects in order to 
tinue our operations. 


Mr Curling: I am sorry we only have five minutes, I 
ill get right to the point then. 

I got rather frightened when I read this in many re- 
ects. I see affordable housing being delivered by the 
‘ivate and the public sector or in co-operation with co- 
s. You almost seem to be saying that affordable housing 
n only be delivered through co-ops, and that part fright- 
is me in a way. 

The other part that really frightens me, I hope that the 
nendments to the rent review process that are coming in 
) not scare and frighten the owners of rental units into 
ying, “By golly, the government is coming at me. I have 
settle for what I can get now,” and then the co-ops or the 
her groups pick it up. That is what I am getting from 
re. It says, “Grab it now, because those banks are on 
ese guys,” when we thought that the co-operation be- 


tween landlords and tenants and government was working 
out a way to deliver affordable housing. 

Do you still believe that the private sector has no place 
in this market for delivering affordable housing? 


Mr de Klerk: Well, I think that the private sector can- 
not deliver, nor can anyone else deliver, affordable housing 
without government assistance. That much is clear. It costs 
well over $150,000 to deliver a modest two-bedroom 
apartment and, in order to carry that, you would have to 
charge a rent of over $1,500 a month. That is not afford- 
able. However it is done, it is going to need government 
subsidy. That is the point I think that a lot of people have 
made over the years. 

The question then is, if the government is going to 
invest, how do you make sure that that government sub- 
sidy that is put in is not walked off with by someone in the 
future in terms of flipping a building or so forth? I am not 
saying the private sector cannot do it. What I am saying is 
that the current economic realities dictate that they will not 
do it. 


Mr Curling: The co-ops’ component of the tenants in 
there would be 50% who pay market rent and the other 
50% are rent-geared-to-income, so you are not solving the 
problem in a very quick way anyhow, because that co-op 
can only take 50% market rent and the other is rent- 
geared-to-income. 


Mr de Klerk: Basically it is reflecting what is there. 
What we are concerned about here—and I want to just 
address the issue of what is the effect of the government’s 
position with respect to rent review and what it has an- 
nounced—the people who are bailing out are not the peo- 
ple who have owned property for 10 or 15 years and who 
have paid down their mortgages and who have maintained 
those buildings well. Those are not the people who are in 
trouble. 

The people who are in trouble are the people who 
bought buildings that have flipped three or four times in 
the last five years, at the encouragement of rent review, 
because rent review continued to pass on those financing 
costs. Those people purchased at the top of the market, and 
whatever the government would have done, as the market 
began to decline, those people were in trouble. It is just an 
economic reality that when you buy at the top, you are in 
the toughest position to survive. 

1630 

The Vice-Chair: Yes, I have to agree that your sup- 
plementary filled in the question a lot better. 

Mr Phillips: I have three questions, I guess. One is, 
honest to gosh, I thought the minister already had an- 
nounced the program for the next couple of years, so I 
thought that was finished. 

The second one is, just using your pro forma, just so I 
understand it better, the rent number you show there is not 
the market rent, that is the average rent that is being paid? 

Mr de Klerk: Well— 


Mr Phillips: Let me get all my questions in. The 
Chairman only allows me one question. 


Mr Curling: We have learned. 
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Mr Phillips: I am trying to get an idea of just what we 
are looking at over an annual cost for a 100-unit building, 
whether the $550 is the average rent or the market rent and 
whether there is then something else we should think of, 
what geared-to-income supplement we should think about, 
just to get some idea, because one of the challenges in this 
program is that it seems like an annual expenditure. It is 
not like a one-time expenditure. I realize rents go up at 
some stage. 

My third one, if you could just help me out a little bit, 
is: When I was in government, I had some concerns about 
using the co-operative funds to purchase existing facilities, 
because I felt that we are trying to get more units on the 
market. So I had kind of simplistically thought I would 
rather put our money into the construction of new facili- 
ties, and I realize there must be strong arguments I could 
not even get out of here. 

So maybe those three things: first, the minister’s an- 
nouncement; second, the numbers, and third, the benefits 
of buying existing versus new. 


Mr de Klerk: I will leave it to you to figure out, if the 
minister says something like, “But there is no money in the 
budget.” what that means. Presumably there has to be 
some money in the budget in order for the minister to in 
fact give effect to the programs he has announced. That is 
one thing. 

The other thing is, what I am asking the committee to 
do is to make a recommendation to the government apart 
from any standard government program that exists. If the 
government says, ““We want to create 20,000 units, new or 
conversions, over the next year,” that is fine. What we are 
saying is, consider something in addition to that. 

The reason to consider something in addition to it is 
the market right now—and frankly, I am relatively indif- 
ferent as to why the market is the way it is; I do not 
understand those things a whole lot better than most peo- 
ple. What I do know is that prices are down, and it is not 
only for existing apartment buildings, it is also for land. 
You can buy land today at probably half the price it was a 
year and a half ago. So if you are going to have a housing 
program next year or two years from now or three years 
from now, it would make a lot of sense to buy the re- 
sources that you need to deliver those things now because 
you are going to save youn a whole pile of money by 
doing that now. 


Mr Phillips: The problem, by the way, is that I think 
also jobs, jobs, jobs. So for the government, that will be 
the challenge. 


Mr de Klerk: Right, but let’s say that figure that is 
going to come out is $1,000. It is notional, right, but if it is 
$1,000, and if in two years it is going to cost you $2,000, 
then you are going to say, “That’s a lot of money and I 
don’t know if we can do—.” So you are going to be losing 
jobs. If you could do twice as many for the same amount, 
you will create twice as many jobs. So by having the re- 
sources available because you bought them cheaply, it will 
give you more to work with in two years. So you will get 
more jobs. That is the one thing. We are asking you to do 


’ 
something special now because of what the economic si 
ation is. 

The Vice-Chair: I would like to thank you for appe 
ing. If Mr Phillips has any more or if you would lik 
talk to him and consult with him a little bit more— 


Mr Phillips: I will get them independently. 


The Vice-Chair: Thanks for appearing. We are | 
ning a little bit behind. We will have a meeting of | 
committee here after our last delegate. 

: 


DONALD WARNE 


The Vice-Chair: Mr Warne, would you introdi 
yourself? Whom do you represent? 


Mr Warne: Shall I distribute these? | 
The Vice-Chair: Yes, please. | 


Mr Warne: Introduction: my name is Donald War 
from Whitby. I assure you that I come with a brief bi 
because I know at this time of day you do not want tod 
lot of discussion, but I have one point. | 

I should say something about my bias at this time. 4 
in favour of more taxes. So this is the point of 
whereases. The shape of my brief has something to’ 
with my long years in the church; they always had t 
shape. You came with the “whereases” and the “the 
fores.” So perhaps the structure would be for me jus 
briefly go over each of the seven “‘whereases” and then 
“therefore.” Is that a satisfactory procedure? 

1. “Whereas poverty is a major problem in Onta 
with over 700,000 needing social assistance, over 300, 
of these being children; | 

2. “Whereas in Metro Toronto alone over 100,000 m 
rely on food banks, with nearly half that number be 
children; 

3. “Whereas the SARC report, Transitions, shows w 
in which the poor can begin to take responsibility for tl 
own lives” — 

I pause at this point to indicate that as a volunteer 
the social planning councils of Newcastle, Osha 
Whitby, I spent six years on the board of directors. It \ 
at that time that the SARC report was being prepared ¢ 
our social planning council prepared a brief to the gove 
ment committee. I was the one who came to present t 
brief, and through that experience I became an aficioné 
for this report. 

I was enthusiastic about the way in which the gove 
ment and the committee were moving and it seems to 
that reflected a widespread feeling across the provin 
The approach and the results were commendable. I kn 
that people like Grant Devine came down to Oshawa. 
was surprised to find that in Oshawa we have food bar 
It is a surprise that in those energetic and prosperous ye 
of the 1980s we, in the social planning council of Newc 
tle, Oshawa and Whitby, saw vast social problems t 
seemed to encompass wealth. It was a predicament for u 

Number 4, and I realize now I am facing some of \ 
who were in that government, is not exactly to conde 
that government. I realize that a budget of 1990 ca 
down from on high from Mr Wilson and may have cau 
some of this. 
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4. “Whereas the previous government gave only 
‘imal financial support to the first of the five stages 
the implementation of the recommendation of the 
nsitions report; 

5. “Whereas the full implementation of the five 
ses of the SARC report will require the government 
spent at least $2.5 billion more on social assistance 

income supplementation; 

6. “Whereas the federal government’s elimination of 
capital gains tax up to $100,000 or $500,000 has 
vided a major tax loophole mainly to the benefit of 
very wealthy; 

7. “Whereas there has been no significant creative 
estment from this tax, but rather severe side effects 
speculative spins in such areas as the real estate mar- 


iT pause at this moment to comment again upon the 
sentation you just received. It seems to me that part 
our difficulty in the last six or eight years has been 
3 speculative spin, part of which is the result of an 


‘that if we had not had that abolition of capital gains 
, some of the problems that we face now would have 
*2n more readily dealt with. I myself pay capital gains 
, as most of you probably do. I have always had the 
ling that a tax on that capital gain was an unfair tax. I 
| not deserve the capital gains as my total income. 


10 

‘Capital gains is partly the result of the whole com- 
nity. Certainly some of us may be shrewd and make 
restments. It is something like a lottery. Some of us 
: lucky in making our shrewd investments. We think 
va is going to go up and we buy Nova. We sell at the 
), $11, and then it goes back down to $8 and we are so 
ppy. We have a capital gain, but it is really the whole 
mmunity that is involved in any capital gain. 

So I see that capital gains should be considered as 
some. You will see in my “therefore” I am considering 
» whole capital gain. If the capital gain is considered 
‘income, then it seems to me government will not be 
le to say to those of us on social planning councils: 
ook, I haven’t got the money. We haven’t anywhere 
it we can get money.” People do not want more taxes, 
ther taxes would discourage business. I say that the 
pital gains tax is in a special category. 

The reimposition of capital gains is not going to dis- 
urage business, it is going to discourage a lot of spec- 
ition, but it seems to me it will put business on a 
mer basis. I am not a statistician, but I think that we in 
ttario, even though the federal government does not 
tee, we could therefore impose a capital gains tax 
lich would enable us to say: “Look, SARC, it’s a won- 
tful program.” We can, without disturbing all those 
siness people who are afraid of higher taxes, go ahead 
th these memorable changes to set the poverty cycle 
_its heels. I think Ontario has the legal ability and it 
§ the right to do that. 

So my “therefore” is simply to get to the other side 
all our social problems and say yes, we can have the 
oney and we can, if we wish, devote that money to a 









ition of capital gains tax up to $100,000. It seems to . 


program that even Conrad Black says is a worthy program. 
We can enable people to enter into that feeling of self-suf- 
ficiency and we can solve so many of our social programs. 

I am open to your questions and comments. 

Mr Phillips: Obviously you have been deeply in- 
volved in it. That is a thoughtful presentation. Just a 
couple of quick questions. On the capital gains, I had 
thought they had eliminated the $500,000 and that it was 
down to $100,000. My other one was that you men- 
tioned the minimal financial support to the first five 
stages. Are you aware of what level of minimal support 
that was? 


Mr Warne: I know it was supposed to be $450 mil- 
lion, but it was not really. 


Mr Phillips: It was more than that. We put in $540 
million. If you look at the Comsoc budget, which has 
doubled in the last five years, you will find $540 million 
in there for them. 


Mr Warne: I guess my documents come from an- 
other reading. The Campaign Against Poverty did a cri- 
tique of the announcement Mr Sweeney made. There is 
a whole page of ways in which it seems as though many 
of these funds are already included. Many of the objec- 
tives that $450 million would create had not been 
reached. So I am doing a different reading on that bud- 
get. 


Mr Phillips: I am saying that if you examine the 
budget, you will find, I think, $540 million in it now. 
That is only phase one. The new government has prom- 
ised to fully implement it. When we are talking dollars, 
they are real dollars. You will find advocates here under- 
standably will make their case as strong as they can, but 
I know from the finances, having wrestled with where 
we find the money, if you have examined the budget, 
you will find $540 million in there for phase | of the 
SARC report. But I had thought the federal government 
had moved the capital gains from $500,000— 

Mr Warne: Well, my recollection is that the 
$500,000 was retained for genuine farmers, and I did 
not expand this to say that if a farm is going to continue 
in farming there should be some special consideration 
given for that, especially when generations pass. 

Mr Phillips: When the $500,000 came out I think 
there were a lot of people worried about it. I think they 
changed it to exclude everybody but farmers. So, effec- 
tively, I think now it is $100,000. It does not change 
your point. 

Mr Warne: No. This is why I worded it as 
$100,000 and $500,000. 

Mr Phillips: Yes, it does not change your point at 
all, and I think it is a thoughtful thought. I had better get 
out and see if I can find my $100,000 capital gain some- 
where. You have not benefited from it yet, have you? 

Mr Warne: Not the $100,000. Yes, it would be a 
conflict of interest if I had completed my $100,000. No, 
I am silly in a way, because perhaps in the next five 
years I could use that $100,000. It is silly in a way, but I 
really do not want to. 
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Mr Phillips: That is a thoughtful thought. 
~The Vice-Chair: Thank you, Mr Warne. We will 
consider your submission. 
Anhon member: Are we to have a meeting now? 


The Vice-Chair: We will hold it off until tomorrow. 


We do not have any of the Tories here. 
Mr Curling: That is all right. They do not count. 
The Vice-Chair: They missed a lot today. 


Mr Curling: We were talking about social pros 
that is why. 

The Vice-Chair: We will meet tomorrow at the ¢ 
at 4:30 or 5, whatever time we get finished. 

Mr Christopherson: You are in the chair tomorroy 

The Vice-Chair: No, no, I am not in the chair tor 
row. 

The committee adjourned at 1647. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Thursday 31 January 1991 


The committee met at 1000 in committee room 2. 
PRE-BUDGET CONSULTATIONS 


ONTARIO NURSES’ ASSOCIATION 


The Chair: It is 10 o’clock. I would like to see if we 
i stick very closely to the time frame this morning. We 
1 begin. Half an hour per group. 

This is the Ontario Nurses’ Association: Eileen David- 
1, president; Glenna Cole Slattery, chief executive offi- 
~ and Carol Helmstadter, research officer. Welcome. 
u may begin. 

Ms Davidson: Good morning. My name is Eileen Da- 
Ison and I am the president of the Ontario Nurses’ Asso- 
ition for 1991. With me on my immediate right is 
enna Cole Slattery, our chief executive officer, and to 
‘right is Carol Helmstadter, our research officer, gov- 


ector of labour relations, and to her right is Seppo 
yusiainen, research officer. 
The Ontario Nurses’ Association represents over 
,000 nurses working in Ontario hospitals, nursing 
mes, homes for the aged, public health units, the Victo- 
Order of Nurses and industry. We are pleased to appear 
fore this committee to present our views concerning the 
91 Ontario budget. Our comments relate to expenditures 
health care and in particular expenditures in hospitals. 
One needs only to read the newspapers to realize that 
3 nursing profession is in a crisis. There is a profound 
nse of dissatisfaction among nurses about their pay ben- 
its and working conditions, all of which has been docu- 


t 


ented in report after report. The highly publicized 
‘ortage of nurses is the clearest indication of a crisis 
nich we believe will not disappear. While some argue 
at the current nursing shortage is a short-term, cyclical 
1enomenon, we disagree. In our view, the current nursing 
‘ortage is the first manifestation of a permanent imbal- 
ice in the demand and supply of nurses. 

On the demand side, three factors are fuelling the im- 
ilance: 

An aging population: Canada’s population is aging as 

e baby-boom generation makes its way through the sys- 
m. The proportion of those who are over 65 years of age 
ill increase, creating a substantial demand for all health 
ie services, including the services of nurses. 
_ The expanded role of nurses: The role of nurses will 
is significantly in future years as areas of expertise 
@ created. There is overwhelming evidence that nurses 
e fully capable of assuming many of the functions cur- 
ntly performed by family physicians. 

Technological change: The most pervasive factor influ- 
icing today’s demand for nurses is technological change. 
y expanding the bounds of medical knowledge, technol- 
gy has increased the range of physical ailments which can 














iment relations. To my left is Mary Hodder, associate | 


be effectively treated, thereby allowing individuals to live 
longer. Patients are sicker, requiring a more intense and 
sophisticated level of nursing care. The physical demands, 
continuous pressure to keep pace with the rapidly chang- 
ing base of nursing knowledge adds to the complexity that 
the nurse must deal with on a daily basis. The impact on 
the employer has been a rising requirement for technically 
competent nursing staff. 

On the supply side, the problems are equally serious. 
Potential recruits do not choose nursing because it is not a 
desirable occupation due to low pay, poor career prospects, 
stressful working conditions, shift work and a lack of rec- 
ognition. 

Nursing must now compete in the marketplace for re- 
cruits with other occupations and professions newly 
opened to women. According to the Ministry of Skills De- 
velopment, between 1986 and 1996 the supply of young 
people entering the labour force is projected to decline by 
125,000. Not only must nursing deal with competition 
from other occupations and professions; it must also deal 
with a share of a shrinking pool of potential workers. 

We are fully aware that the Ministry of Health is mak- 
ing an attempt to manage existing resources better. No one 
likes waste in a publicly funded system. Indeed, if wasteful 
practices are allowed to continue, then hospital workers 
can truly claim that their low wages subsidize an ineffi- 
cient and ineffective system. 

At this time I will ask Glenna to present some statisti- 
cal data and numbers for the committee’s consideration. 


Ms Cole Slattery: I tried really hard to find some- 
thing that would give the committee a comfort level. 


The Chair: Just a minute. 


Mr Hansen: I would appreciate if we could possibly 
have the clerk do a photocopy of what you have read out 
there, so we have it when we are going over it, because by 
the time we get Hansard we are not going to be having all 
these facts and figures. 

Ms Cole Slattery: We can deliver you any materials 
that the committee would like between now and the end of 
the day. 

Mr Hansen: Okay, that is fine. 

Ms Cole Slattery: I was looking to give the commit- 
tee a bit of a comfort level but it is hard to do. People who 
hold purse-strings—some people say those purse-strings 
very often translate into nooses. So I found this and I want 
to start with this. I am going to give you hard numbers. I 
am going to give you dollars and cents, statistics and hard 
numbers. 

There was a good article in Maclean’s on 23 February 
1976, entitled “The Revolt of the Middle-Class Worker: 
An Inquiry into the State of Canada’s Unions.” It specific- 
ally deals with the so-called white-collar worker. 1976 was 


F-335 


F-336 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


es a ae 


not yesterday. It seems like yesterday to me, but it really 
was not yesterday. I think what you are seeing today with 
us here representing 55,000 white-collar workers is the 
truth of the Maclean’s article. In the 15 June 1990 Toronto 
Star the banner is “Hospital Crisis Looms, Senators Say.” 
That is true. 

In October 1990 in the Star, “Engineers’ Pay Topped 
Inflation for 12 Months, Study Shows,” it talks about 
57,000 professional engineers who got a median salary, 
which means half of those surveyed earned more and half 
earned less; of $55,000. I submit that these engineers, if 
there was a magic wand that made them 98% female, 
would not have got that median salary. Not that they are 
not worth that median salary—I believe they are—but my 
workers do not get that kind of a median salary because 
they are 90% women, so I want you to consider that all 
that I say has an undercurrent of sexist discrimination. 

This banner here, which I am sure you all read with 
interest on 15 December 1990, “Nurses Asking for Pay 
Raise of 50 Per Cent,” appeared in the Toronto Star, and 
that is not a true statement. We have not asked for 50%. 
Having said that, shortly after that, on the next day to be 
specific, “Premier Won’t Promise 50% Raise for Nurses.” 
I do not blame him. Why would he promise somebody 
something that he had not been asked for yet? My past 
president and my current president were not interviewed. 
Indeed, we were out of the country when that article was 
written. I bring it to your attention for the possibility of 
consideration of sensationalism in journalism, because this 
gets everybody all hot and bothered, and quite frankly it is 
over nothing. 

Now let me get to something. This union is on record 
for the last five years that we do not believe that our indus- 
try is underfunded. We believe that one third of the public 
purse in any given industry—if it is inadequate, there is 
something wrong, because after all, the citizen does need 
roads and bridges and fire and police and all those other 
fine things. So we are not saying that this industry should 
be funded in a larger dollar degree. This is nothing new. 
We have been saying this for months. We do not believe 
any new money is needed if the current fiscal resources are 
properly distributed. I am going to tell you right now that I 
suspect my testimony will be a bit at odds with the Ontario 
Hospital Association. Quelle surprise, right? 

1010 

I am going to leave with you with some really heavy 
questions. If I could have found the answers, I would have 
given you the answers as well, but I believe that the an- 
swers are only able to be accessed by government. You 
folks were elected to do for better, for worse, a lot like 
when you get married, only usually marriages—well, not 
lately. I was going to say they last longer than a govern- 
ment term. 


[Laughter] 


Ms Cole Slattery: What are you laughing about? 

It is the distribution of the wealth, and there is wealth 
other than financial wealth. Human resources are far 
scarcer for any country in the world than money. You can 
steal money; you cannot steal human resources. 


The province of Ontario has been on record sir; 
1953—in case there is a Progressive Conservative memh 
in the room who would like to be reminded, it was 
government that said it believed in equal wages 
women. Now we are pushing 40 years later and all three 
you have had a shot at this. Somebody better get it right, 
I am going to start a feminist party and take the place oy 
like they did in Iceland. 

Back to the 50%: My workers got a 50% wage 
crease in 1974 when they threatened a province-wi 
strike and since then they have got diddly. In fact, tw 
they were under an AIB and once they had their wa 
rolled back. For the NDP people here who represent wo 
ers, if you consider a 10% a year increase a wonde 
increase, then that is what they got from the Simm 
award. They have had it, bottom line. 

In the last three years, during boom times for this a 
ince, their wage was 4.4% per year for three years. WI 
we are looking for in this contract round is 3% of the to 
health care budget. It would be a 30% raise over two yea 
Don’t want to give it? No problem. They are going. 
know they are essential services. They know they can 
strike. They are going, which is worse than if they stril 
At least if they strike, they are standing around looking 
you. | 

Beds are down. Staffing is down. First question: 
admissions are not down, then the question is, has { 
quality disappeared? I suspect that it has. You should 
aware that they are using second-year nursing stude 
now and calling them staff in some hospitals in this pre 
ince. 

Now I am going to get down to the numbers anc 
suspect this is the reason why—this is page 10, Janu 
1991 from the publication Hospital News. It is editor 
notes. I will give you this because I thought if they kne\ 
was going to use this here they might not have put it 
“Here are some hospital facts and figures to dazzle frier 
with.” Stay tuned. I am about to dazzle you. 

The 1990 budget for health care, according to Ted B 
in a speech in October to the OHA seminar, was $1: 
billion. We had a hard time at our house wrapping « 
head around a billion dollars until somebody finally f 
ured out a billion dollars is a thousand million, whi 
made it a little bit more manageable in my mind. I 
going to round this sucker off to $15 billion. Forget | 
$700 million that 0.7 means—just $15 billion. 

According to the OHA, and I have taken it from t 
tiny little piece of paper here, the amount of the health c 
budget that they get is 44%, and 44% of $15 billion con 
down to $6.6 billion. We need to keep these in mind. Tt 
say that the amount that goes to doctors is 32%, which 
$4.8 billion. They say that other health services, anc 
suspect that is community health and what have you, : 
20%, which is $3 billion, and senior prescription drugs ; 
4%, which is $0.6 billion. 

Let’s go back to their 44%, their $6.6 billion. That i 
lot of money and that is not their total budget. I am goi 
to tell you their total budget. They also say in the arti 
that there are 110,000 total RNs in the province, which i 
suspect, a true figure, because it is our figure from | 





31 JANUARY 1991 


F-337 


I 


llege of nurses, but 25,000 of them do not work so just 
atch that right down really quickly to 85,000. I suspect 
it 10,000 of those people are nursing administrators or 
ch positions and 10,000 of them are educators, which 
ives 65,000 workers, of which 55,000 are in our union. 
is 90% organized, is what I am leading to. 

The total number of doctors—this is another important 
ure—is 18,000. The OHA says that the total number of 
l-time employees is 130,000 and the total number of 
tt-time employees is 60,000, giving a total number of 
ople working in hospitals of 190,000. I have a question 
ark there and I will tell you why. Our statistics on our 
smbership are very, very accurate because we bring in a 
avy due and we give back to the member at the local 
vel the local cost for education and travel. We keep sala- 
*s and the whole bit. So we need to keep very accurate 
atistics on where our members are, whether they are full- 
ne or part-time or what have you, for local dues alloca- 
ys. We know that we have 55,000 and we know that we 
we 24,294 full-time equivalents in the hospital sector. 
le also have 24,622 part-time in the hospital sector. 

For purposes of discussion, we chose to look at the 
t-timers as each of them working two and a half days, 


‘36,605 FTE registered nurse category employees in the 
yspital. We have been told that for every nurse there is 
iother worker in whatever other category, so if our statis- 
»s are right and I know they are, then it is approximately 
1,000 workers in all categories in the hospitals. My ques- 
yn is, where did they get 190,000? I bet you 50 cents that 
e rest of it is their administrative staff. That is a joke. 
ou are supposed to laugh. 


Mr Christopherson: It is not funny. It happens too 
‘ten. 


Ms Cole Slattery: I know. Here are some statistics 
om your own government, a new study out. The average 
xe of a registered nurse in Ontario is 40. Nursing school 
arolments have declined, we hear, about 25%. It is imper- 
ive for this government, for the loyal opposition and for 
e third party to understand that for the entire industry to 
irvive the RNs who are in the system must not leave it. 
hey must not leave it or you have some problem. I do 
ot. I have lots of friends to take care of me if I get old, but 
ou guys will get old just like I do and you do not have 
lat many friends to take care of you. 

ONA’s statistics show that decline in membership be- 
ins at step 5. We have a nine-step grid. Really, it is 10, 
2cause the start is the first step. It ends up at the ninth 
ep. Step 5 is where it goes down. I am going to pass this 
‘ound when I am done. I did not give it to you now 
2cause you would look at it instead of listening to me. 
his is the 1990 grid. It gives the existing wage. It shows 
ou the existing span between years and it gives you the 
ercentage of our membership at every level. You are not 
Oing to like it when you see those percentages. Steps 5 
ad 7 show the smallest number of workers in the nine- 
ep grid. Step 9 shows almost 40% of our total workforce. 
me would believe that these numbers at step 9 will re- 














aking up one full-time equivalent, so that leaves a total . 


main until retirement is reached. I suspect that the people, 
the women, in step 9 are well over 40. 

The future manpower planning is seriously affected by 
the apparent decline in the RNs willing to enter the profes- 
sion and stay in the workforce long enough to move 
though our grid. Over the past four years, many studies 
show, including ONA’s, that women are dissatisfied with 
wages and conditions, between 5% and 7%, and were 
making plans to leave in 1988. The span between the steps 
very clearly shows a built-in lack of incentive. 

In 1980, 35 cents per hour was put in shift and week- 
end premiums. In 1984 this was raised by 10 cents and in 
1991 it remains at 45 cents an hour. This is totally unac- 
ceptable in a workforce that is summarily assigned by the 
boss 24 hours a day every day of the year including week- 
ends and holidays. Longevity is totally ignored by the 
boss, even after 15 years at work, and RNs are still forced 
to rotate all three shifts, work weekends and holidays at 
the whim and will of the employer’s representatives. That 
ain’t going to go on any longer. 

In some areas of the United States an RN gets $5,000 a 
year for working the second shift and $10,000 a year for 
working the third shift and that is on top of a healthy base. 
Our workforce is assigned forced overtime on a regular 
basis, regardless of their family responsibilities and their 
own physical status. This is no longer acceptable to the 
workers. It is my belief that they will not strike or disrupt 
the system. They are beyond that. I believe, and I have 
been in their midst now for five years, that if the grid is not 
successful, if our wage demands are not met, the workers 
below step 9 will just quietly go on to other areas. 


1020 

If I cannot help them take control of their profession 
and find justice and remuneration within their—and it is 
their—industry then I will help them attain their life’s 
goals in any way I can. They are bright, committed, ener- 
getic and decent. They deserve a job, somewhere in the 
world, that rewards those qualities. Becoming an RN does 
not mean you are an indentured servant. These men and 
women can retool and retrain and enter any workforce they 
want to. A hospital sells nursing care like a bank sells 
money or Beckers sells milk. If you take everyone but 
RNs out of the hospital, including the administration, you 
still have a hospital. If you leave everybody else in and 
take the RNs out, you have a very expensive hotel with 
bad food. 

The costs for technology are staggering. What good to 
the taxpayer-patient are any of these machines if the RNs 
that interpret the generated data are not there? The ma- 
chine does not run down the hall and say “Hey doc, this 
patient over here is going to die if you don’t get here.” The 
machine clicks along ad infinitum. It is no good to any- 
body unless there is a nurse there to interpret it. Why is 
there almost unlimited funds for machines and no funds 
for workers in this industry? Lots of funds for administra- 
tion, lots of funds for technology and machines, no funds 
for workers. 

Historically, politicians have been misled by hospital 
administrators on the so-called nursing service budget, 
which was always allowed to be interpreted as RNs’ 
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salaries. With all due respect, I would suggest that it would 
be interesting to see this budget if the so-called hotel 
charges were carved out and the actual dollar figure of 
RNs’ staff salaries in aggregate was examined. No 
government in North America has been willing to do that, 
to the best of my knowledge, and I have been fielding this 
stuff now for almost 20 years. 

Our demands at the bargaining table are generated by 
our membership through a “Have-A-Say” questionnaire 
that went out to 55,000 people. They have always done it 
this way. We structure our bargaining objectives from the 
members’ responses. Membership sits on internal commit- 
tees at every step of the process, up to and including the 
hospital central negotiating team which comes to the table 
with the staff. I am putting this in so you do not think it is 
just me. They have been doing it this way for 18 years. It 
is them. It is my belief that the wage demand we have on 
now—and I might add, nobody has asked me from the 
hospital side how this could be implemented, the wonder- 
ful way it could be implemented. I am well aware that the 
problem is | April 1991. I am well aware that the imple- 
mentation, from the management and government stand- 
point, is, in many instances, more important than the 
amount. Nobody has asked me yet how I would do it. 

It is my belief that our grid is the only way to retain 
seasoned workers currently in the system, and also draw 
back those seasoned workers who have left the industry. 
You would bring them back into the taxpaying workforce 
and you would end the current nursing shortage. Futuristi- 
cally, it would also eventually attract young women and 
men into schools of nursing and guarantee a continued 
labour pool. You cannot add your continued labour pool. 

It is 3.3% of the health care budget I am looking for. 

Here is your first question. How is it fair—these are the 
Ontario Hospital Association’s numbers—that 18,000 
MDs get 32% of the provincial budget, which translates 
out to $4.8 billion. How is that fair? If I got every wildest 
dream imaginable, if I got everything I asked for the regis- 
tered nurses, our wages would be $2 billion. How can 
anyone expect twice as many RNs to continue to work in 
the system if half as many MDs get twice the government 
funding? This means that for every 50 cents an RN gets, a 
doc gets 2 bucks. How can the doctors continue to work if 
the RNs leave? They will tell you they cannot, and they are 
right. 

What would happen to care for citizens, even if, as it 
appears, no concern is given to quality of care and safety 
of patients? It ain’t the machine that watches you, and it 
ain’t the doc. It is us. 

I told the OHA last week that if it had treated us fairly 
over the past 18 years, if it had brought us along in the 
same way it had guaranteed its own salary progressions, 
instead of stiff-arming and demeaning and disdaining us, 
then there would be labour-management harmony today 
rather than an angry and frustrated workforce that totally 
distrusts the goodwill of the boss. They have themselves 
an industry at the brink of collapse. 

I am coming down to my last couple of questions, 
which really are the most interesting questions: The OHA 
generates 19% of its income itself. It says so in their little 
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they generate $2 billion, that is $8.6 billion. If I say, ai 
do say, that the wildest dreams of the nurses coul 
realized for $2 billion—you are already paying them 
billion—and if the statement I have heard is true, that 
is another worker for every nurse, and those workers 
not at our wage level, but let’s say they are: put anoth 
billion, $4 billion for wages, in an industry that has § 
billion at its disposal. Where is the beef? Where is 
other $4.6 billion? That is a question that only the s 
majority can find out. . 

While some of you in this room are businessn 
many of you in this room are trade unionists and you k 
what it is to look at a wage grid. You know every 
single largest item on his deficit is the wages, as w 
should be. Who does the work? The people do the w 
Here is an industry with $8.6 billion, and in the wil 
possible stretch of anybody’s imagination, I will say, 0 
$4 billion for wages; where is the other $4.6 billion? 

Thank you for your attention. 


Mr Phillips: Thank you for that presentation. I ha 
few questions, because I can see over the next two mo 
the possibility of a fair bit of conflict. I think all of us v 
to avoid that. | 

By the way, I will declare a bit of a conflict: 
brother is a nurse. | 


Ms Cole Slattery: If I had known that when you \ 
the Minister of Labour, I would have made you let m 
You never let me in to talk to you. | 


Mr Phillips: I was open. There was never anyt 
who wanted to see me who could not see me, ever, ¢ 
ever. 


Ms Cole Slattery: Oh, do not say that. That is 
totally true. You may not have been aware I wanted to 
you, but I was not successful in getting in. 


Mr Phillips: I saw groups all day long, all the t 
The question is this: When the OHA was in, they sai 
my numbers are correct—first, the grants will be 
nounced to hospitals in the next couple of weeks. I 
give you a series of questions. I would like your com1 
on what that grant level should be, because I could see 
is going to be a major determinant in your negotiations 


Ms Cole Slattery: Why are you throwing g 
money after bad? Why would you give them more m« 
when you cannot find out what the hell they did with 
money you gave them last year? As far as the grant: 
concerned, they want a 13% increase here. They ' 
funded under your government, sir, with—I forget | 
the percentage of cost of living or whatever it was. 
did not roll. 


Mr Phillips: It was 9%. 


Ms Cole Slattery: And your government bro 
down pay equity. They were told to lay aside 1% of v 
ever. Three years later, we have seen zip. And you k 
what? I expect we are going to see zip. They have r 
been fiscally accountable for what they knew were g 
to be—I tell you, I have a staff and they know they ar 
going to work next year for what they worked for this. 


paper. If they get $6.6 billion from the itso 
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ood lord, everybody knows that. Is anybody in this room 
ying to? You probably will, because you do not want the 
iblic flak for raising your salaries. This is ridiculous. You 
ive more and more and more money to do what? Go and 
nd that $4.5 billion. Anyway, if they got another $10 
illion in grants, we would not see it. 

)30 

Mr Phillips: I am just trying to get my question out. 
he grants will be announced in the next couple of weeks. 
he OHA, when it was in here, said that 75% of its expen- 
itures went to nurses and other staff, unionized staff. I 
yink they said that roughly 36% or 37% was for nurses 
nd the remainder for their other unionized staff. They 
uggested to us that, because of arbitration, the pattern had 
een set with their other organized staff at around the 8% 
svel, so that was the basis on which they were looking for 
neir 13% grant. I am just saying that I can see coming in 
ae next couple of weeks the grants to the hospitals, and if 
ae grants are not what the hospitals need they will say: 
Well, we cannot possibly provide what I think’— 

Ms Cole Slattery: Good, and you will be saving a lot 
ff money because you will be able to padlock half of 
Bn. If you think my workers, having gotten zip for al- 
nost 15 years, are going to settle for 8%—that is not going 
0 be. 

_ Mr Phillips: I am trying to support you here, Glenna. 
am with you. I think you are suggesting that the range of 
equest will be 30% over two years. That is what I think 
‘ou said in your opening remarks. 
Ms Cole Slattery: Yes. 
Mr Phillips: I just want to be sure, now that we are in 
he role of the loyal opposition, that when the grants come 
yut I have some idea of how the nurses, the ONA, will 
espond to them, because that will be the pattern set for 
legotiations. That is my first question. 
__ My second one is in terms of pay equity, because I can 
ee that that will also be, “Well, you’ll get your just reward 
inder the Pay Equity Commission.” I would like your re- 
sponse to that. Is that what you would accept as an answer, 
really is it going to take place at the negotiating table? 

Ms Cole Slattery: First, we are at the table. We are at 
he table with the OHA, we have a bargaining session next 
week, and we go into mediation conciliation the week after 
hat, and then we are off. 

My membership is going to call this shot: 8% ain't 
zoing to do it. Pay equity is over here, wage negotiations 
are over here, and it is so stated in the legislation. I will 
only do one thing at a time. I tried to do pay equity for 
‘three years and I got stiff-armed and stopped everywhere, 
including by the Attorney General of Ontario under your 
administration, sir, after I had won that debate at the tribu- 
nal and at the Divisional Court. The government that 
passed the bill came in and opposed it in the appellate 
court. So I have a bit of a problem with what I am ever 
going to get out of pay equity. 

So that is over there. That is a philosophy that this 
union can afford to pursue. Our wage demands are practi- 
cal realities that the government ignores at their peril. 
These women are smart. They like what they do. 








Mr Phillips: Some men. 


Ms Cole Slattery: Some men. Two per cent, two out 
of a hundred. God love them, and they must be braver than 
lions to be there. The fact of the matter is, unfortunately, 
for the majority, you are facing an angry white-collar pro- 
fessional group whose anger has been 18 years being born. 
This has been a long gestation, but it is born. I think it is 
totally justified. 

We never got any money in boom times. Dr Martin 
Barkin told a group I was part of at one time that the 
interesting thing about the health care industry is that it is 
recession-proof, because legs do break and babies do get 
born and stomachs do get holes in them and have to be 
taken out. So it is business as usual for health care. 

And another thing: We do not feel guilty. What the 
OHA does with the rest of its workers is the OHA’s busi- 
ness and the unions that represent those workers. But I am 
getting sick and tired of having people try and make our 
workforce feel guilty if we get 29 cents more than some- 
body else has managed to negotiate. I am telling you, with- 
out us you ain’t got an industry. 

One of the things I am going to give you—and we will 
bring over before your session is over this afternoon the 
president’s remarks. I brought the 1990 wage grid. Actu- 
ally, the proposed grid was at the bottom of it, but I 
thought, well, after next week I can share that with more 
people than the OHA. 

There are two things of interest here to trade unionists 
in the room and to any elected official, because I am show- 
ing you with numbers. The centre line is the existing wage 
grid that is in place today and has been in place since | 
April 1990. It is that which disappears | April 1991. The 
line above it is the span. I start out at start, and I am 21 
years old, and I work until I am 30 or 40 or 50 or, God 
forbid, 60—although I will be 60 next summer so that may 
not be so bad. The ninth step is it. That is it, that is as good 
as it gets no matter how old you are. 

You will see at the top line the span between the grids, 
in other words, what coaxes the Carol Helmstadters with 
three or four degrees. This woman used to be a neurologi- 
cal nurse over at Wellesley. What coaxes this women who 
works in the operating room up in Parry Sound or that fine 
young woman, well, that nice lady from Thunder Bay, who 
is an ex-OR nurse? She has a baccalaureate and used to 
teach. At one point in time she serviced every bargaining 
unit north of the 401 for our union. She was on board long 
before the union was even a union. Would this bottom line 
keep us? We are all quite smart. I am sure you can see that. 

What is interesting to you is the percentage of our 
members at each step of this grid. You are not going to be 
happy campers. 


Mr Phillips: You have already won the point on the 
increase. The Premier has promised that. 


Ms Cole Slattery: No. The Premier of Ontario has 
promised my union nothing. His government, as well as 
when he was in opposition, has made very firm commit- 
ments to women’s equality, women’s empowerment and 
women’s wages. I expect he is an honourable man and I 
expect I am better off with him at this particular stage in 
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the life of my union than anybody else in the world, but he 
has not shook my hand and said, “You’ve got it, Glenna.” 
Because I am not negotiating with him. I am telling the 
representatives of the seated government that I think you 
are all being jerked around by the OHA. I have got no 
quarrel with the Premier—yet. 

Mr Phillips: We are trying to figure out where the 
money should go. You are saying the money is already 
there in the hospitals, just reallocate it. 

Ms Cole Slattery: That is what I am saying. Find out 
where the $4.8 billion is if the $4 billion is wages. 


Mr Phillips: I think we should get that number if we 
can. The OHA said three quarters of its budget went to 
nurses remuneration and the rest of the unionized staff. 
You are saying that if it is 50% you would be surprised. 


Ms Cole Slattery: I developed these statistics at the 
high upper end, but I can tell you exactly how much the 
existing payroll for RNs is today as we sit and speak: 
$1,545,780,000. This is based on 41,000 workers. I have 
already told you that I only have 36,000, but I threw in the 
other 5,000 for the nurses who work in this province who 
are not in my union at the staff nurse level. 


The Chair: I am going to interject at this point. I am 
going to give you about two minutes and we will have to 
wrap this up, because we have other presentations this 
morning. 

Mr Sutherland: You have said that there is enough 
money in the system. I want to talk to you specifically 
about the area of management of the health care system. I 
want you to give comments about where you feel there are 
some specific areas where changes can be made in terms 
of the money, the $4.8 billion. You are asking where it 
goes, but obviously your membership knows where some 
of those savings can be made. I want you to focus that in 
terms of nurses’ roles in the decision-making process and 
what progress has been there and what more progress do 
you feel needs to be made? 


Ms Cole Slattery: First, I think they spend an uncon- 
scionable amount of money on consultants. There is hardly 
a hospital that belches without the consultants’ approval. I 
would take a hard look at that. The technology has turned 
into competitive warfare: “My hospital is better than your 
hospital.” Excuse me? You are four blocks away for God’s 
sake, and you both have a machine that costs $1.5 billion 
and there are only three of us in the province who need it? 
I mean, something has to be done. That is the most poor 
planning. I have said it for years. You turn the industry 
over to the staff members because we give the place the 
care for half the price. Very top-heavy administration. Car- 
pet on the administrator’s floor, another parking lot—they 
need another parking lot. You know, this goes on. There is 
money for everything but the nurses. 

Now, the last part of your question was— 

Mr Sutherland: About nurses’ roles in the decision- 
making process. 
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Ms Cole Slattery: You are talking about the right. 
Mrs Caplan, God love her heart, gave us rights so that we 
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could get duly elected as staff nurses to every committee 
the hospitals. Forget that. I do not think 15% have co, 
plied. In fact, a couple of weeks ago, or a month now, ' 
had a nurse up in Peterborough who was duly elected 
went to a committee escorted out by the director of nursi 
service at the request of the physician chairing the co 
tee. What was really funny was the press was allowed 
stay. 

So we have real sexist problems in this industry, bu 
we were involved more—I suspect you would find tl 
Carol Helmstadter and myself and Mary Hodder and ; 
leen Davidson are not unique. You are looking at it. Y 
have thousands of them like us. We are not unique. Th 
people are the people who are doing the work. 

At the public hospital steering committee a week ag 
had a real problem. They are opening the Public Hospit 
Act and the steering committee is going to give reco 
mendations to government. They are going to take all ' 
power away from the doctors. Good. They are going 
give it to the hospital administrators. Not so good. | 

You know, this is a sexist system that is built or 
male, white hierarchy, which I am looking at right ne 
absent this fine gentlewoman. Excuse me Mr. Curling 
did not see you down there. But you know, years ago I's 
the only thing the women’s movement did was put | 
black man in the white woman’s place and put the wt 
woman one step below, because white men are more co 
fortable with black men than they are with white women 

The fact of the matter is that we are 98% female. It 1 
labour-intensive industry. The entire industry is 80% 
male and it is one third of the public purse. You go 
problem. 

The Chair: I would like to thank you for your v 
animated presentation this morning. I would like to th 
you for coming. 


Ms Cole Slattery: My pleasure. Thank you for lett 
us come. I appreciate that. We do not always get invitec 
dances. It does not necessarily mean we do not come, 
it is nicer to come with an invitation. 


The Chair: Thank you for responding to it. 


MUNICIPAL ELECTRIC ASSOCIATION 

The Chair: Our next presentation is by the Munici 
Electric Association: Frank Hueston, chairman; Jc 
Wiersma, president; Tony Jennings, chief executive 0 
cer. We are awake now. We are focused. 

Mr Hueston: Mr Chairman, I would comment that 
have copies of my introductory remarks for each mem 
of the committee and what I have to say will not be exac 
what is in the written word. In an effort to leave some ti 
for questions and answers I have shortened up the writ 
text to some extent. I suspect that you are quite fami 
with the gentleman on my right, Mr. Wiersma, not only 
president of the Municipal Electric Association but 
general manager of Pickering Hydro; myself as 
chairman of the Municipal Electric Association } 
chairman of the hydro electric commission of the towr 
Port Hope; the chairpeople from the association com 
from the political or elected side; the president, 
vice-president coming from professional staff. 
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Mr Chairman, I am pleased that we have the opportu- 
y to speak before this committee. The Municipal Elec- 
> Association represents 315 municipal electric utilities 
the province of Ontario. Ontario’s community-based 
ctric utilities are publicly owned and supply electricity 
villages, towns and cities on a full cost-recovery but 
t-for-profit basis. Together, they serve 2.7 million 
stomers, delivering 70% of the power, representing $5.6 
llion used in the province, to some 75% of the 
stomers. . 
Throughout this century, Ontario has gained from the 
mmitment of the principles of public power at cost. No 
aer public service is financially self-supporting. Ontario 
ydro and the municipal electric utilities have a unique 
jolesale-retail relationship which provides the citizens 
th the highest level of reliability and service while intro- 
cing no tax burden. 

The Municipal Electric Association provides the means 
r the member utilities to take joint action. Much of this 
ort is focused on joint development of standards and 
actices to better serve the customer or to respond to the 
gislative and other changes in the working environment. 

The Municipal Electric Association also represents the 
mmon concerns of the members. 

The Municipal Electric Association has five recom- 
endations it wishes to make to the Legislature and the 
yvernment of Ontario. 

1. The goods and services tax: Despite representation 
committees of both the House of Commons and the 
snate, the federal government has insisted that electricity 
> the subject of the goods and services tax. Other coun- 
les have introduced value added taxes that have provided 
yecial treatment for electricity. Notwithstanding that some 
ave felt that similar special treatment had to be extended 
) other home-heating fuels, electricity’s importance was 
scognized. 

In Canada, exemptions or zero rating has been ex- 
nded to other services. Is publicly supplied water any 
lore critical than electricity to life in the 1990s? Food 
msumed in the home is not taxed. Is it consistent to tax 
frigeration, the means of preserving such food? Medical 
stvices are not taxed, so why is electricity to run a home 
ialysis machine any different? 

The federal government provides tax rebates to other 
vices and yet this public service, which is the only one 
lat is self-financing, is expected to bear the tax burden. It 

treated on the same footing as profit-oriented, privately 
elivered energy forms. Why is electricity singled out? 
lorrespondence from the federal government would sug- 
est that this is largely because the books are separate and 
lus taxation is easy, as opposed to other public services 
here funding is mixed in the general tax revenue. 

The goods and services tax was to be offset by the 
moval of pre-existing federal sales taxes of up to 13%, 
et Statistics Canada data suggest that federal sales tax 
ontent in public utilities is no more than 1% and therefore 
ie net effect to the individual ratepayer is a 6% increase. 

Except in adding unproductive work, the goods and 
2tvices tax does not affect municipal utilities. They, like 























other businesses, must pass the cost along to the consumer. 
The ratepayer is the one who suffers. 

Despite the general tax relief cited by the federal gov- 
ernment, this approach strikes the rich and poor alike. How 
severe is this regressiveness? It is interesting to note that 
those who can afford to invest in energy-saving strategies 
can reduce the tax impact. 

We should return to the principle of power at cost. 

It is therefore recommended that the Legislature of On- 
tario and the government of Ontario in their dealings with 
the federal government should continue to oppose the tax- 
ation of electricity through the goods and services tax. 

2. Ontario’s retail sales tax: The new government has 
expressed its strong dissatisfaction with the goods and ser- 
vices tax strategy. In speaking about the increase in On- 
tario Hydro’s rates for wholesale power, the Honourable 
Jenny Carter, our Minister of Energy, expressed specific 
concern over the impact of the GST on consumers of elec- 
tricity. 
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Precisely the same concerns that applied to the GST 
apply to any extension of the retail sales tax to electricity. 
The current economic situation gives the government of 
Ontario a challenge which will not be easy. The temptation 
to follow the lead and tax services may be difficult to 
resist. 

Public electricity affects virtually every citizen and res- 
ident in the province, and it is therefore recommended that 
the provincial sales tax should not be extended to electric- 
ity. 

3. Water rentals: Public power in Ontario was estab- 
lished in this province to secure for Ontarians the benefits 
of their indigenous sources of energy at the cost of supply- 
ing that energy. There were to be neither tax-based funding 
to assist in this regard nor profits or other extraneous 
charges. The basic principles of power at cost have been 
eroded by ever-increasing levels of water rentals. As rate- 
payers of this province, through our publicly held generat- 
ing and transmission company, Ontario Hydro, we pay to 
briefly rent water moving through the generators and tur- 
bines. Our public, non-profit company pays rents to our 
government. Rent implies the landlord has associated 
costs. In this case, there are none. Is this power at cost? 

The concept of taxation of an agency owned by the 
public for use of a publicly owned resource is fundamen- 
tally indefensible. The current government has called for 
increased attention to Ontario Hydro’s proposals for new 
power generation. Such rents on the use of public waters 
affect the economic viability and competitiveness of water 
power. 

The members of MEA have long sought to have water 
rentals eliminated, yet we recognize that this may not be 
the time to ask the government to forgo a long-standing 
source of income which its predecessors have enjoyed. It 
is therefore recommended that the level of water rentals 
charged to Ontario Hydro not be increased. 

4. The debt guarantee charge on Ontario Hydro: The 
debt guarantee charge does not fall into the same category. 
Introduced in the 1989 budget, this charge does not 
represent even a temporary use of resources, nor does it 
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recoup a cost incurred by the province on Ontario Hydro’s 
behalf. 

Ontario Hydro borrows with the approval of the gov- 
ernment. The province normally guarantees Ontario 
Hydro’s debt. This notional transaction has carried on for 
years. But suddenly in 1989, this service was to cost half a 
per cent of the outstanding debt. The introduction of the 
debt guarantee charge increased by over 2% the rate which 
Ontario citizens pay for electricity. 

Is this a tax? It certainly does not reflect a provincial 
cost nor, given the assets of Ontario Hydro, does it reflect 
any actuarially sound prediction against the likelihood that 
the guarantee would be called into play. There is a notion 
that, without the guarantee, Ontario Hydro’s cost of bor- 
rowing would go up by this amount. There is no evidence 
of such an increase. A half a per cent increase is highly 
unlikely, given Ontario Hydro’s assets and its reputation in 
the market. The only valid test would be to let Ontario 
Hydro borrow without the guarantee. Let the marketplace 
put a value on the guarantee, if there is one. Particularly 
when the new government is expecting Ontario Hydro to 
undertake new expenses for critical energy management 
activities, the Legislature and the government should seize 
this opportunity. We should minimize such impacts on the 
province’s electricity consumers and, at the same time, 
right a recent wrong. 

It is therefore recommended that the debt guarantee 
charge on Ontario Hydro should be withdrawn. 

5. The cost of public hearings: A growing cost of sup- 
plying electricity in Ontario is the cost of participation in 
public hearings on rate reviews or environmental matters 
under various Ontario statutes. In most municipalities in 
Ontario, a hydroelectric or public utility commission is 
elected by the voters to ensure that reliable, low-cost elec- 
tricity is supplied to its community. Through the Municipal 
Electric Association, they take part in these hearings to 
ensure appropriate consideration of the concerns of the 
electrical consumers they represent. 

Utility commissioners support due process and thor- 
ough review, yet they are rapidly coming to question the 
cost-effectiveness of some of the current processes. The 
Ontario Legislature and the Ontario government should 
also be concerned, particularly when the proponent ap- 
pearing before the tribunal is itself from the public sector. 

Ontario Hydro undergoes an annual rate review. Is this 
annual process necessary? Is the increasing amount of evi- 
dence and detail and the broadening scope of the Ontario 
Energy Board’s interest appropriate? 

After a year of preliminary steps, the environmental 
assessment ‘hearing on Ontario Hydro’s demand supply 
plan is about to commence, or at least it is likely to, some 
time in the spring. The hearing, by general consensus, will 
last at least two years. Some of our members look with 
great worry at the ongoing experience of the environmen- 
tal assessment for timber management on crown lands in 
Ontario: conceived in 1986, initiated in 1987, under way in 
1988 and now likely not to produce a report before 1992. 
In that case, the proponent is the Ministry of Natural Re- 
sources—the government of Ontario itself. Millions of 
dollars are being spent on consultants and lawyers’ fees, 


dollars that will come from the pockets of taxpayers 
consumers. 

The intervenor funding panel for the Environme: 
Assessment Board has recently released its report reg: 
ing Ontario Hydro’s demand/supply hearing. Over 
million worth of funding was awarded. Some cost aw 
may also follow. As the proponent, Ontario Hydro 
have to bear these costs. They will be passed on thro 
the cost of power to municipal utilities and ultimatel 
the consumer. Appropriate public input should improve 
decisions. The question is, how much, and does the 
justify the means? 

This hearing is examining the need and rationale 
certain projects which form the early parts of Ont 
Hydro’s demand/supply plan for the next 25 years. Sut 
quently, specific site hearings will be required. | 

The member utilities from the Municipal Electric 
sociation do not want to skimp on any steps necessary 
ensure an adequate, sustainable development armel 
Ontario’s electrical supply. As locally elected men _ 
women, they share with the members of the Legislat 
and the government concern for the environmentally 
economically sound future of this great province. a 
question the time and moneys involved in the current 
cess. Do these expensive processes significantly impr 
the quality of the decisions that we are elected to make? 

One thing is for sure: Decisions from this process 
not be made quickly. One must remember that “no d 
sion” is in fact a decision, possibly the worst one. Doe 
matter how quickly these decisions are made? That 
pends. It will depend on how long the current recess 
lasts, how quickly the economy will recover afterwa 
how successful we are at economic energy conservat 
how fast the population grows, how much our mix of b 
nesses and energy uses change, how fast our current gel 
ating facilities deteriorate and, eventually, how lon; 
takes to build appropriate, new—environmentally and ¢ 
nomically best—generation. 

Intervenor funding awards are spent largely for exp 
and lawyers. How much does this funding of compe 
lawyers and competing experts improve the result? 
equal importance, what does it do to the ability of 
concerned individual to take part in the process? Sut 
there must be a better way. 

It is therefore recommended that the Legislature 
the government of Ontario should monitor the cost-ef 
tiveness of major public hearings more closely and she 
take steps to reduce the costs and time delays resul 
from them. 


1100 


The issues that the Municipal Electric Associa 
places before you are not new. While they may be po 
cally different, and the current climate may raise finan 
problems, our recommendations are matters of princi 
Ontario led the world in its strategy for delivering elect 
ity. It was one of the few jurisdictions that recogni 
early the importance of reliability, public control and ce 

Ontario established the concepts of public power 
power at cost. Please join the commissioners and staf 
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e municipal electric utilities throughout the province in 
ipporting these valued principles. 

Mrs Sullivan: I am quite interested in your brief. I 
ave heard many of the points made by the MEA before. I 
ink, as you know, that the Liberal government took 
ances on some of these areas. To some, the new govern- 
lent has yet to speak. The major speaking, really, into 
ectricity so far has been done to the questions of nuclear 
om the new government, and I suppose we are all inter- 
sted to see what it will have to say latterly. 

On the first issue, I just want to suggest to you that you 
lay or may not have noticed that the new government has 
een leading the revolt against the GST, we are told— 


Mr Curling: Revolution. 
Mrs Sullivan: A revolution. 
Mr Stockwell: How is it going? 


Mrs Sullivan: We have not heard how it is going, but 
re understand that it is doing it. 


Interjection. 
Mrs Sullivan: That is right. 


The Chair: Move it along a little, please, so we can 
et to the question. 





jat is only the first part of the question. I want to turn to 
1e cost-effectiveness of public hearings and also, in doing 
jat, talk about some of the other points you have made, 
icluding cost of water rentals and so on in which the 
nvironmental and social costs are factored into the discus- 
ions. These of course have been major parts of discus- 
ions in the past. Indeed, there is some view that 
nvironmental and social costs are not adequately factored 
ato some of the pricings. 

In terms of public hearings costs, I wonder if you are 
ware that in addition to the awards that have been made 
yy the panel of $21 million for intervenor funding on the 
ISPS, Ontario Hydro itself has set aside $60 million for 
atervenor funding. In fact it is encouraging intervenors to 
ome forward and is looking, for example, at some of the 
lydro projects in the north, waiting for decisions to come 
ut of the Ministry of the Environment for those processes 
0 go ahead so that the intervenors can be funded. 


Mr Hueston: Well, $65 million was originally re- 
juested. The one-member panel recognized $21 million of 
nat $65 million— 

Mrs Sullivan: As part of the environmental assess- 
nent process. 


Mr Hueston: Yes. 


Mrs Sullivan: But within Ontario Hydro’s budget for 
he EA process there is an additional $60 million which 
dydro itself is making available for intervenors. 


Mr Hueston: [ should also point out that in addition 
0 that $21 million, some intervenors, we being one, are 
Yutting up their own funds as well. We won intervenor 
unding, but it was on the basis that we cover a part of our 
‘Osts with our own funding. 


Mr Wiersma: There is a significant indirect cost in- 
/olved on the part of Ontario Hydro for the commitment 











Mrs Sullivan: Well, you noticed there is a revolt, but - 


of its staff and so on, which is not funded in any way. That 
is perhaps what is being referred to in the $60 million of 
Ontario Hydro’s cost, for its staff to participate in this 
process. 

Mrs Sullivan: Hydro will be offering direct grants to 
groups as well. Certainly one of the things that the previ- 
ous government had started to do and the new government 
is doing is reviewing the environmental assessment pro- 
cess to clean it up, make it faster, while still maintaining 
the integrity of that process. It is one of the things they 
have done that I concur with and speaks directly to your 
point. 

The cost of intervenor funding is something that I think 
everyone in all parties sees as a very appropriate part of 
the public process leading to decisions. That is not really a 
question, but— 


The Chair: A good throwaway. 


Mrs Sullivan: I think every party thinks it is a valid 
and valuable part of the process in reaching decisions. 


Mr Hueston: We are very concerned about the cost of 
power. I think most Ontarians think that power is cheap in 
Ontario. It is not getting to be cheap any more. I can give 
you an example that I picked up very recently. The average 
urban residential cost for power in Ontario is about seven 
cents a kilowatt-hour based on 1,000 kilowatt-hours per 
month per house. I recently was at a seminar and was told 
that the residential cost for power in Takoma Park, Wash- 
ington is less than four cents. That is US money, but that is 
significantly less than Ontario. Of course, you get into the 
whole Tennessee Valley Authority in the United States and 
power is under five cents. 

I think people up here tend to look at the New England 
Power Pool and New York City where power is 15 or 16 
cents a kilowatt-hour and say Ontario is cheap. It is com- 
pared to that, but when we are competing for industry, you 
are not seeing industry going into New York City; you are 
seeing it going into Tennessee, Kentucky and places like 
that. Those are the places that Ontario has to compete with 
to get industry. 

Mr Stockwell: Maybe mine is more of a comment as 
well. I think all parties would agree with the openness the 
public hearing brings. I think the length of time these pro- 
cesses take is absolutely insane. It is absolutely nuts, espe- 
cially when it comes to the environmental assessment 
hearings for, let’s talk about, the landfill sites. The last one 
took 11 years from start to finish. 

Mrs Sullivan: My riding. 

Mr Stockwell: There you go; 11 years. That is abso- 
lutely insane. Nobody can plan on an 11-year basis. I guess 
that is really what you are suggesting. 

The question I am asking you is that the general con- 
sensus on your demand-supply plan suggests it is going to 
take two years. I think that is a laugh. It is going to take 
considerably more than two years, in my opinion. 

Mr Jennings: If I may, it is at least two years. That is 
what everybody has decided to base budgets on because 
nobody knows how long it is going to take. 
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Mr Stockwell: They can base budgets on two years, 
but the fact of the matter is it is going to be more than two 
years and you are going to go over budget on all of them. 


The Chair: If it is really quick, I will let Mr Suther- 
land have his question and then you can have yours, but 
we must move along. 


Mr Sutherland: Mine was more a comment. I met 
with a local group last week. You talked about the long 
process and the costs in intervenor funding, and you talked 
about the other experts, but the reality of the situation is 
that many people out there in the public who are con- 
cerned about what is going on environmentally in these 
other things do not have the knowledge or background to 
totally comprehend everything that is being presented, par- 
ticularly when they have a sense that it is only one-sided. I 
think the process is there to allow the public to have faith 
in the process, that both sides can be heard and that they 
can have a full comprehension of what is being proposed. 


Mr Jennings: If I can respond to Mr Sutherland’s 
comments from a personal standpoint which I think is 
shared by an awful lot of the elected commissioners in the 
Municipal Electric Association and the staff, it is only re- 
ferred to in a very limited way in our brief but one of the 
issues is how those local people take part in a process that 
is focused largely on very expensive experts and very ex- 
pensive lawyers. 

I sit as an executive member of the Conservation 
Council of Ontario and I look at a number of our member 
organizations that are trying to appear there. Some of them 
have chosen not to ask for intervenor funding because they 
do not want to hire lawyers. They just want to come to 
make a case. But they are dealing in a very peculiar envi- 
ronment for that kind of input. 
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Mr B. Ward: I have a follow-up, first of all, so I am 
clear that there was mention about the tax as well as every- 
thing else. Is your suggestion that we should be encour- 
aged to continue our opposition to the GST, specific to the 
taxation of electricity through the GST? You are encourag- 
ing us to continue our opposition? 


Mr Jennings: Yes. 
Mr B. Ward: Could you speak to that? 
Mr Jennings: Because the responsibility— 


Mr B. Ward: My question, if I may, is following up 
on Mr Sutherland’s comments on the public process. I 
think your concern is the cost of public process, the delays, 
the needed high-cost lawyers and experts who seem to get 
involved on both sides, and at times even government 
against government, so to speak. In your opinion, how did 
that system evolve from the concept of open and honest 
hearings where the general public is allowed to dialogue 
with the various departments? How did it evolve to get 
where we are today where it seems to be a necessity that a 
high-priced lawyer or a high-priced expert has to be there, 
otherwise things are not discussed? I was wondering if you 
could comment briefly on how we seemed to get in the 
mess we are in. 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Mr Hueston: I got to thinking that it is kind of| 
competition. The previous people, the nurses, commente 
on the fact that you had to be bigger and better—“M 
hospital’s-going to be better than yours”—and I think w 
fell into the same sort of situation. I will let Mr Jenning 
comment. | 


Mr Jennings: Let me respond to that by saying thi 
there is no way of knowing from the outside. I think ther 
was an intent at goodwill in trying to make sure that every 
body had an unfettered chance to have his say. You ; 
dealing in this hearing, just like the timber manageme 
one that was referred to, in fairly sophisticated technic: 
areas, so you try to help the people by providing them wit 
the funding to get experts. But inevitably, because it is. 
process that is removed from government, it is more- 
allow me to express a personal opinion—an Americat 
style checks and balances approach rather than th 
government accepting the responsibility for its decisions. 
do not think it is any one government; that has been deve 


oping— | 
Mr B. Ward: Just a natural evolution, I guess. 








Mr Jennings: —over two dozen years that I hay 
seen our society moving and wanting to have some kind « 
arm’s-length, decision-making process removed from go’ 
ernment. So you end up with a quasi-judicial type of ay 
proach. I think our members are seeing a lot of mone 
spent and are wondering not that the issue should not t 
raised, but if there cannot be a better way that is less cost! 
and less delay. | 





Mr B. Ward: Time to review the process. 


Mr Hueston: I think the thing that concerns us—if v 
look at the timber management situation, at least the tre 
continue to grow while this ongoing hearing carries fort 
whereas what we are sitting on here in energy is that pro; 
ress towards the development and design of new gener. 
tion plants is at a standstill. That is a significant difference 


The Chair: On behalf of the committee I would lil 
to thank you for your presentation this morning. 


CANADIAN INSTITUTE OF PUBLIC 
REAL ESTATE COMPANIES 
The Chair: Our next presentation is by the Canadiz 
Institute of Public Real Estate Companies: executive dire 
tor, Ronald Daniel, accompanied by Ross Cullingwor 
and Peter Goring. We are trying to keep a tight schedu 
today, so you have half an hour. 


Mr Cullingworth: Thank you for giving us the 0 
portunity to come before you. I am Ross Cullingwort 
president of Coscan Development Corp and president | 
CIPREC. Ron Daniel is the executive director of CIPRE! 
Peter Goring is chief financial officer of Bramalea Ltd. 

CIPREC is the Canadian Institute of Public Real Esta 
Companies, an organization that has approximately < 
members. They are the larger developers in the count 
predominantly involved in commercial, retail and indu 
trial activity. Some members—it just so happens that v 
are probably the two—Bramalea and Coscan, are al 
fairly involved in the residential side. As an organizatic 
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2 have significant property holdings. The companies in 
e association have significant holdings in Ontario. 

For the period 1984 through to 1989, inclusive, our 
dustry was one of the very significant contributors to the 
owth in the province, and our industry probably repre- 
nted a very significant percentage of the new jobs that 
ere being created, because construction activity was run- 
ng into very high levels. 

I would. like to give you just a quick overview. We 

tve submitted a short brief. I presume you have had that 
id I am trying not to concentrate on that at all, but to 
uch on a few other things and then give you the opportu- 
ty to ask us any questions you might have. 
I would like to give you what we see as an overview of 
wr industry, our business now. On the commercial, retail 
id industrial side, all are in a significant oversupply situa- 
gn. With the current decline in jobs that we are experi- 
icing and the difficulties that manufacturing is having, 
articularly the problems it is having on the export side, 
«ports are being hurt by the high level of the Canadian 
dlar, but another very significant factor that is influenc- 
ig the problems on export is the cost of doing business in 
intario. 

There is no impetus with this decline of activity to 





y, we believe, will be a negative contributor to growth 
mr991. 

As projects are completed—there are a number that are 
ill going up—there will be very little new ones started to 
ick up the employment. We can see the example of the 
‘cent capping occurring on the Bay-Adelaide Centre. 

_ It is our view that jobs in Ontario will continue to be 
st in 1991 in our industry. 

On the residential side, it is also in an oversupply posi- 

on. There are a significant number of units in inventory 
nthe condominium side. On the low-rise side, there is not 
hat you would call a lot of standing inventory. There is 
efinitely some. However, the resale market has a very 
gnificant oversupply and so we think that the level of 
dnstruction on the residential side will also be low and 
1erefore have the same impact on the economy as the 
ymmercial, retail and industrial. 
_ Over the past number of years the provinces have re- 
uced financial support and transfers to municipalities. 
hese actions have caused a surge of new taxes on busi- 
ss in general and real estate in particular. 

A recent article in the Globe and Mail made the point 
tat municipal real estate taxes in Canada increased by 
.8% a year during 1983-89. Between 1987 and 1989 
roperty tax increases exceeded inflation by 73%. These 
icreases are in the traditional real estate municipal assess- 
1ent base and do not include some of the additional taxes 
lat are now being extracted, the recent new taxes such as 
1e Ontario commercial concentration tax, the develop- 
ient charges tax which is significantly increasing levies 
cross the province, and the increased land transfer costs. 

It should be understood that in office and retail space, 
1€ commercial leases provide for the landlord to pass new 
nd/or increased taxes on as additional rent to tenants. Ten- 
‘Ots, in turn, will assess the impact of their costs on their 








imulate any new construction. These sectors of the econ- " 


business and decide whether they can pass it on to their 
customers. The point there is just generally that it is not the 
organizations that pay the tax bill that bears the cost, but 
the end user. It is the consumer who ends up paying for 
these increases in taxes. 
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There is a tremendous tendency for governments to 
like to look at the development industry, we have experi- 
enced it many times before, and say, “Let’s tax that indus- 
try more.” You are not going to tax the industry more to 
any great extent. It will get passed through to the con- 
sumer. It makes the cost of doing business that much 
higher and thus the increase is falling on the consumer and 
it is making it much more difficult for businesses to be 
able to operate, particularly with the impact of free trade. 

In summary, we do not see really what sector will lead 
the economy out of the recession. Presumably it will be 
consumer spending. However, in our industry we still have 
sufficient inventory to absorb that. If the consumers do 
come back into the market a little stronger, even if housing 
starts to increase, this is not likely to translate itself into a 
lot of jobs. 

It could be, therefore, a little more severe a recession 
than most people are predicting. We are having more peo- 
ple now suggesting that it might be a little longer reces- 
sion. However, if we look at some of these things on a 
historical basis, we know that our industry has always 
been one that has helped, or tended to be one that helped to 
bring the economy out of a recession. We are saying this 
time we are not sure that that is factored into many of 
those forecasts correctly. The real estate industry is one of 
the larger employers in our economy and we respond to 
demand. We see very little demand for our products in 
1991, particularly in light of the current oversupply. 

Our recommendations to governments, and we do 
make these same points to the federal government—in fact 
we obviously add a few more things because of its influ- 
ence both on the cost of the dollar and interest rates—but 
the government must deal with the structural problems that 
have been created in the economy. 

The cost of doing business in Ontario is inordinately 
high from provincial deficits and, as I said, for that matter, 
deficits throughout the country, high interest rates, exces- 
sive taxation at all levels, artificial trade barriers within 
Canada, the cost of creating industrial facilities as com- 
pared to the cost across the border, all of which serve to 
inhibit productivity and job creation and obviate the bene- 
fits that we do expect to achieve over the long term with 
free trade. 

The deficits: To deal with deficits, governments—fed- 
eral, provincial and municipal—cannot increase taxation in 
this environment. In this environment, this will lead to a 
reduction in international competitiveness and probably a 
reduction of industrial activity and job creation. Funda- 
mentally, our levels of taxation should be decreased to 
keep our industries competitive in the world market. 

At the end of the day we in our industry have probably 
the same underlying objective that we think the govern- 
ment has, and that is a stable, productive economy and one 
that is probably providing a reasonable level of growth, 
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not an excessive level of growth, but something that is 
controlled and does not stimulate price increases. 

The government must reduce spending in absolute 
terms and redirect spending to support economic activity, 
reduce spending in areas of business regulation and the 
bureaucracies involved, in duplication of services such as 
the collection of taxes. In social and cultural programs, 
make social programs more user-pay as a method of forc- 
ing the cost down and make social programs more targeted 
and less universal. 

Those were just some of the general comments. If any- 
one has any questions at all, we would be more than happy 
to try to deal with them. 


Mr Curling: We had a presentation yesterday from 
the Toronto Home Builders’ Association and they are giv- 
ing me the opposite message, or maybe I am hearing 
wrong. They are saying that we should stimulate the con- 
struction industry, that is what I am hearing from them, as 
a matter of fact, they are the ones who are building and 
you are selling. You are saying that the market itself is 
oversupplied, both the commercial and residential market 
now, so therefore there should be no more put on the mar- 
ket. Am I hearing you right? 


Mr Cullingworth: That is correct. It is definitely 
oversupplied in commercial, retail and industrial. On the 
residential side it is oversupplied at the current market 
prices, but I would have to say that there is very little 
product. Because it cannot be produced at current land 
prices and current costs of production, there is very little 
product for the affordable level. Anything below $140,000 
is very difficult to produce in Toronto. 

Now, that does not apply in other communities. If you 
go outside of Toronto—and I do not mean just outside of 
Toronto, because the Barries and the Oshawas are also 
influenced by the Toronto pricing—if you go to Kitchener 
and London, you will find there is an oversupply of hous- 
ing in most ranges and they do not have the same 
affordability issue. But quite definitely, there is a market 
and there is very little product because of the increases in 
pricing that have occurred in the last few years in afford- 
able housing in the greater Toronto area. 


Mr Curling: I would be presumptuous to even ask 
you to comment on their presentation, although you did 
not hear it, because you have worked very closely with 
them. The overinflated price of that product—when I hear 
about available, I say it is overinflated, because the price 
of homes is going up so fast, and I am talking about resi- 
dential, for instance—that sometimes they could not even 
catch up with the price. What they have done is take some 
of the facilities, the accessories out of the house. You do 
not get lights, you do not get a fridge, you do not get a 
stove and all of a sudden the prices keep going up but you 
are getting less. 

Now, the affordability can be addressed, would you not 
say? Basically, there is a price in there somewhere. I am 
talking about the builders and the real estate people who 
are saying, “A willing buyer and a willing seller,” that kind 
of game; people were then confident of getting homes. 
Would you then say how far down you feel the prices will 
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drop with this oversupply of unaffordable houses that will 
come down almost to affordable? . 

Mr Cullingworth: Peter and I might have differen) 
answers to that. Peter, do you want to try that? | 

Mr Goring: That is what democracy is all about. Yot 
can start. 

Mr Cullingworth: The decline in prices, I believe, 1 
probably much greater than reflected by the normal resal 
information that you see. We know in many cases builder 
have a tremendous tendency not to reduce their prices an 
that is why there is very little selling. They have a treme 
dous tendency not to reduce their prices for a number 0 
very natural reasons. They might have a lot of people al 
ready in a community who have bought at a different pric 
and they do not want to be the ones who significall 
reduce the price to sell. However, there is no action occur 
ring. | 
In the resale market there is some action occurring. W 
have seen many examples of prices today that sell fc 
anywhere from 30% to 40% less than the price they ca 
for a year and a half or two years ago, and you have to g 
back close to two years to get to the peak. | 

On the land side, I have seen many examples of lan 
prices, and I am talking now about the serviced lot. B 
cause of the leverage involved, this would be a highe 
number than if you came to raw land. On the land side 
have seen declines of similar amounts, 30% to 40%. 

I think that is at the high end of the scale. As you con 
down the scale, so that your pricing is coming down int 
the lower price—I am talking there about some of thes 
single-family houses that were moving up into th 
$500,000 to $600,000 range—there has been a very signi 
icant shift down in those and there is virtually no mark 
for them. In the lower range, if you get down into tl 
$200,000 product, we probably have seen something in tl 
order of a 20% to 25% decline in values at this point 
time. 


1130 
Mr Curling: You do not want to comment? 


Mr Goring: No, I just concur with that. It is like tr 
ing to sell fridges at the North Pole. The era of consum 
orgies is gone and nobody wants those big houses. Y. 
obviously have to bring them down a lot more, becau 
people just do not want them. The houses that are mo 
appropriate to today’s taste, I think 20%, 25% is the rig 
number. 


Mr Cullingworth: But again, I think there is very | 
tle product at all in the GTA that falls in at a $140,0 
price. If one converts that into the level of income a fam 
must have to support buying, we have removed a ve 
significant proportion of the people who did not ha 
houses, we have removed them from the capability 
coming into the housing market. 

Mr Goring: And to some extent, the advent of the 
houses is going to be delayed because of the lags in 1 
zoning process. If you have a piece of land that you we 
thinking of putting into 50- or 60-foot lots, and you we 
up to where the market was and decided you had bet 









31 JANUARY 1991 


F-347 


Tees SS SS Se 0S 


+ changing them in mid-process back to 28- and 32- 
t lots to put more affordable housing on them, it is 
ng to take 18 to 24 months to get that new product on 
market. I think that is why we have seen a bit of a gap 

e. The product people want to buy cannot be delivered 
| will not be able to be delivered for another six to 12 
nths, except for stuff that just happened to be there. 

Mr Phillips: Mr Curling asked part of my question. I 
ak a lot of committee members, myself included, have 
¢n quite taken with the fact that the professional fore- 
ters, the banks, the Conference Board of Canada, In- 
metrica—lI see today that the University of Toronto has 
mpleted a study—all are predicting that we are only 
mnths away from coming out of the recession. Mid- to 
> 1991 I think is what virtually every forecaster has 
dicted for us. 

You said today that you may see things slightly differ- 
ly from your perspective. I wonder if I might ask on 
lat you base that conclusion. I also think you may be 
ser than many of us are to measuring a kind of belief 
me people have that some industry is leaving Ontario. I 
mder if you might just comment on the basis on which 
u have reached your conclusion that the recession may 

a little bit longer than the professionals’, not that you 
> not a professional forecaster—the other forecasters’. 


Mr Cullingworth: I am not a professional forecaster. 
aid it could be that it will be a little longer recession than 
lot of the forecasters are predicting. It seems to me that 
ry often the housing industry has been one of the indus- 
es that tended to be the leader of the economy out of a 
cession. The economy turns a little, house building 
Oves up and that creates a lot of jobs. We are a very 
b-intensive industry. I think if what many of the forecast- 
s are doing is looking at a lot of the historic numbers, 
en they might not be factoring in the full impact of what 
going to happen in the housing industry. 

However, having said that, I do know that most of the 
recasters are forecasting lower housing starts in Ontario 
1991 than we had in 1990. So from that perspective, it 
\ould be in there. I guess we are in an industry right now, 
uticularly centred in Toronto, where there are an incredi- 
ie number of negatives. So we might be a little more 
sssimistic than many people because we have both is- 
les, declining business, declining activity, seeing that last 
1 a period of time, and declining values wrung into the 
usiness at the same time. We do not have many up days 
hen we go into the office and maybe that is influencing 
cy 


Mr Phillips: I think that is the same thing we feel 
ere. The forecasters, who seem to step back from it some- 
ow or other and forecast the weather, say the storm is 
ding to end and those of us who are in the middle of the 
(orm cannot see the end of the clouds. 


Mr Daniel: Maybe I could add that in our brief we 
idicated there may well be various sectors of the econ- 
my that will recover, but it is not in the cards for real 
State to recover in 1991 and we do not see major recovery 
ntil 1993. There will be a continuing decline in Ontario of 


new investment in the commercial construction field 
through 1991 and again in 1992. 


Mr Phillips: Where is that? 


Mr Daniel: It is in our brief, but it is Data Com, 
which specializes in construction forecasts. That is the 
problem. In other recessions, as Ross Cullingworth has 
pointed out, the construction of commercial space and resi- 
dential housing has led the various economies across the 
country out of the recession. We do not believe it is going 
to happen this time. 


Mrs Sullivan: I am also interested in the predictions 
that you make, and particularly that oversupply at this time 
will mean that housing and other construction starts really 
will not be a trigger for reflation. I wonder if we are mov- 
ing into a time when indeed there ought to be less empha- 
sis placed on housing and other construction starts as a key 
economic indicator. So much of our gross domestic prod- 
uct in recent years has been based on a measure in terms of 
housing starts, and with demographic change I wonder if 
in fact we are not looking at a permanent restructuring in 
the real estate industry in all of the four sectors. 

Mr Cullingworth: It has have been predicted, actu- 
ally, for the last 10 years that demographics will reduce the 
activity in the industry and it has not occurred. One of the 
main reasons for it is that we are first of all a shifting 
population. The Toronto area is a very attractive area, has 
been an attractive area. We are concerned about its ongo- 
ing attractiveness to business and industry and we have a 
significant change in the level of immigration into the 
country, a high proportion of which moves into the To- 
ronto area. 

You go back five or six years and we were talking 
about immigration of 70,000 and 80,000 people a year. 
Now we are up to 200,000, moving to 250,000. If you 
factor that in, immigration is a direct demand for housing 
or accommodation. It does not matter whether it is rental 
or ownership, but it is housing. If you factor that in, I think 
you will find that as long as Ontario continues to grow and 
create jobs, it will attract those people into the community 
and the demand will probably stay very close to the 
200,000 level for the next number of years in Canada. 

Peter, did you want to touch on the-—- 

Mr Goring: I want to make a comment on the indus- 
try. To me, there is one demographic change in here. As we 
went through a period of prosperity the average family size 
shrank dramatically, which increased the number of units. 
I do not know how many of your children are coming 
home. 

Mrs Sullivan: They all are. 

Mr Goring: We will see that change, I think, over the 
next four or five years, but I agree with Ross that it is the 
immigration that has been driving this market. I think we 
are having a serious problem with industry in this prov- 
ince. I do not know if that is news to anybody on this 
committee, because I think you are all aware of it. 

As you know, our home base is Bramalea. About five 
years ago it looked like they were not going to get, I can- 
not even remember what it was, an American Motors 
plant, I think, originally. We actually said we would make 
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the big sacrifice and, in quotation marks, “sive away” 
some land in our industrial park so American Motors could 
build a plant. 

But that will be okay because we are going to have all 
these suppliers who will want to be really close to the 
plant. We understand they are having this new just-in-time 
inventory and everyone will want to be on their doorstep 
so when they want a widget in five hours they can walk 
across the street with it. 

When we went out and canvassed the industry we tried 
to bring those people here. This was as long as five years 
ago. We found (a) how far a truck could drive in 24 hours 
and (b) that even then the tax burden and the costs, as 
opposed to being somewhere in Kentucky, were just totally 
uncompetitive, even including driving time. Although we 
did not gain anything, we are now actually at the point 
where we are seeing plants move and those suppliers are 
going south of the border. 

Also the other impact: Anyone who lives in the Niag- 
ara Peninsula feels the loss of shoppers and eventually jobs 
across the border. Hopefully, as the federal government 
moves to start collecting the GST, some of that will disap- 
pear, but for those of you who are in the Niagara Peninsula 
and other border points especially, I think it is a large 
problem which will affect seriously the retailing side of 
industry in Ontario. 
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Mr Sterling: I have been concerned about the non- 
productive part of the rise of costs of real estate in Ontario 
over the past five years. I guess I am concerned about our 
planning process and whether or not it is serving the func- 
tion it was intended to serve. I think most politicians agree 
with the function, regardless of party, whatever, but it 
seems to have created a monopolistic system, which in my 
view has not led to extraordinary good planning overall. I 
am not sure the price our people have paid is worth the 
overall planning system. That might sound strange from 
somebody who drafted the Niagara Escarpment plan, but 
notwithstanding that, I am concerned about the overall im- 
pact of our planning system. 

In a time of recession and when real estate properties 
have been devalued and prices are softer, I imagine the 
pressure on municipal governments for new development 
is much less. It probably is the best time to alter our plan- 
ning system, because people have more time to think about 
what our overall goals are without the immediate pressures 
on us. Have you any comments on that end of it? 


Mr Cullingworth: You would have no difficulty get- 
ting a few comments from us on the complication, the 
difficulty in the system. There are some things that the 
system does that people probably do not quite realize. It 
clearly provides everyone the opportunity to object and 
delay activity, but there are other side-effects. 

The system is so complicated and so long, and the 
municipalities are put into the position of constraining 
themselves, only allowing a certain amount of land to be 
developed in a year, because of a number of elements. 

It could be the fact that they knew they were only 
going to have two schools or were only going to process 
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the land that accommodates two schools. They have all ( 
their own departments to worry about. They have the 
engineering departments, their planning departments, the 
plumbing departments, their whole infrastructure, the ga 
bage departments. They do not want to throw them all o1 
of whack in terms of a normal process. They do not wai 
to find that one year they processed 2,000 acres, to find o1 
that the next year they really only are going to process 3( 
or 400 acres, because then they have all sorts of people ¢ 
staff who they are not even in theory extracting, becau: 
they do take a lot of the costs for those out of levies. 

What happens then is they have a tendency to have 
relatively normal position in terms of what they proces 
but the market does not work that way. Whatever it is th 
they are moving through the system, it takes four to fi 
years to move through the system. Automatically, if the 
is a spurt in demand, which we had starting in 1985, bu 
much higher in 1986 and 1987, had a huge spurt in d 
mand, maybe a lot of it motivated by speculation, that 
definitely a possibility, but it pushed up the demand f 
land processing and it was not changed in terms of | 
pace. 
There became an absolute scarcity of land current 
available for building. In fact we all know that many buil 
ers were selling product on land that they did not ev 
have approved. They were selling houses, saying, “We ¢ 
going to deliver it in a year and a half out ahead of ot 
selves.” That was really dealing with next year’s land 
any event. That put a force into the system that dro 
prices up. 

I know there are a lot of people who would like to ta 
a different position, but I am a very strong believer that t 
house-pricing increases in Toronto were motivated 10( 
by a scarcity of land being available for the market to de 
with. Therefore the system does have its rigid and negati 
impacts on the buyer. 


Mr Sterling: I would just like a short answer becau 
we have to move on. Can you tell me if there have be 
any studies done by your group on comparing—lI think 
is very important that we compare—systems in New Yc 
or Michigan, because they are becoming more and m«¢ 
our competitors as we move towards a global economy 
this matter. Have there been any studies done on compa 
son of delivering costs of developed and undeveloped la 
in both those, comparing their jurisdiction to our jurisd 
tion and their timing process to our timing process a 
their safeguards, etc. 


Mr Cullingworth: We have not undertaken any 5] 
cific studies of that nature. I am not sure whether the 
have been any. 


CANADIAN FEDERATION OF LABOUR 


The Chair: Our next presentation is by the Canadi 
Federation of Labour: Jim McCambly, president; R 
Begg, president of Working Ventures Canadian Fund; R 
Conrad, secretary-treasurer of the Ontario Provinc 
Council of Labour. 

While we are waiting for them to set up. some of th 
questions have started to range over a wide variety of t 
ics that do not seem to deal directly with pre-budget. 
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sommendations. We have a very tight timetable for 
jay. We are sitting practically the entire day, and if we 
uld restrict our questions solely to that area of expertise 
d one question per person very quickly, we will be able 
get through today’s agenda. But we do have a very full 
enda with the Treasurer coming in the next 45 minutes 
‘sO. 


Mr McCambly: It looks like we have pretty much got 
2 mechanism in order, so I would try to make haste in 
der to utilize your time to the best advantage. I welcome 
2 opportunity for the chance to make this presentation. I 
ant to try to go through, relatively quickly, a presentation 
id open the opportunity for some questions and answers, 
it maybe with some presentation, I might discipline my- 
If. 

Ron Begg, on my left, is the president of Working 
sntures Canadian Fund, and Reg Conrad, on my right, is 
e secretary-treasurer of the Canadian Federation of 
abour’s council for the province of Ontario. 

The Working Ventures Canadian Fund is sponsored by 
e Canadian Federation of Labour, and I guess it is the 
rst national venture capital fund sponsored by labour. It is 
ational in scope for economies of scale, but it is commit- 
d to reinvestment in each province. 

Working Ventures was established under federal legis- 

tion. It is up and running. We are selling shares. We are 
vady and seeking investment opportunities. We have a 
deral 20% tax credit for any investor up to $3,500 any- 
there in Canada. We have a $15-million grant that is pay- 
ple to the fund over a seven-year period. We are just at 
1e end of the second year of that now and we have about 
ve years to go. It is RRSP eligible, but I do not want to 
xaggerate that. What that essentially means is that some 
eople who are now committing their RRSP money to 
uaranteed investment, if they have a pension fund, if they 
ave a sound RRSP plan, may take part of that and put it 
ito equity capital that does not currently exist. 
150 : 
Of course, what we are here for today is to request 
our support to have Ontario consider participating with a 
jatching tax credit. Just at a glance you can see here that 
ne structure of the fund is very much like a mutual fund. 
Ve are looking to create the opportunity for thousands of 
ndividual people, particularly working class people, to 
articipate in the fund, to pool their activity, energies and 
noney to be managed professionally into promising 
srowth businesses. 

In order to emphasize that we are gearing this whole 
hing to average people, average Canadians, and not mil- 
ionaires or corporate investors such as has previously 
een the case, our objectives are to make the economy 
stow, to have people working to make the economy grow, 
0 create jobs and strengthen the economy by people par- 
icipating in the risks and rewards, and really pride, I think, 
s also an important issue, the average person participating 
n his national and provincial economy. 

A bit of an introduction of the management team that 
ve have hired, and these people have been selected on a 
ational scope from the best we could find in Canada: On 















my left is President Begg, who has lengthy experience as 
an entrepreneur and a manager of business and is a very 
energetic, dedicated leader of the fund. 

Jim Hall, the VP of investment, has just been cleared 
by Ontario and every other securities commission in Can- 
ada to enable us as an investment advisor to be able to 
make investments in small and medium business. He has 
tremendous credentials, has managed up to $400 million 
of funds in his track record. 

Peter Pressey, a chartered accountant, is VP of admin- 
istration and a computer expert and a person who we hired 
from a very large Toronto business and are fortunate to 
have. 

Julie Makepeace was a marketing manager for one of 
the chartered banks and is particularly familiar with things 
such as RRSPs and different instruments that were similar 
to our fund. 

We have a board of directors which is worth mention- 
ing; many you would recognize. In addition to President 
Begg, Geoff Styles is a recently retired vice-chairman of a 
national chartered bank. Pierre Lortie was with Bombar- 
dier Financial and was previously chairman of the Mon- 
treal Stock Exchange. George Fells is sometimes called the 
dean of venture capital. Wendy Dobson, of course of the 
University of Toronto and a local person most of you 
would know. Lloyd Barber is from the University of Re- 
gina. There are directors who are appointed from the 
unions, but it is only a majority of one. You can see that 
the power and influence of these people is very welcome 
and very important to the direction of our fund. 

The operating principles are really important for you to 
understand. We want to operate this fund on sound man- 
agement principles. We have identified that it is profes- 
sionally managed. It is not managed by the unions; it is 
managed by the best professionals we can find. We operate 
with strict fiduciary responsibility to shareholders, and of 
course one of our main objectives is job creation. One of 
the ways we would look to do that is by going out and 
backing potentially successful enterprises, enterprises that 
have the potential for growth, have the potential for ex- 
ports, have commitment to excellent quality in competitive 
Canadian products, both for the domestic market and for 
international markets, whether it be manufactured products 
or whether it be services. 

The matter of productivity is something that is very 
important, I think, a contribution that we can make in try- 
ing to develop greater positive labour-management co-op- 
eration. The fund and others see us as a more patient 
long-term investor than other types of capital funds that 
are looking for private investments to go public very 
quickly, forcing them into difficult situations. We see it 
basically as a very big, giant step in the free enterprise 
system for labour getting involved and working with and 
helping businesses to succeed. 

The diversification of the fund is important. It is across 
all provincial boundaries, although we will get into the 
individual investment in the province. It is across all indus- 
trial sectors. It is able to invest in any stage or type of 
investment, whether it be expansion of exisiting busi- 
nesses, turnaround, startup, restructuring. Of course we 
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want to help workers or businesses in employee share 
ownerships. Where that occurs, we can assist them, advis- 
ing and getting involved in that way. 

We are more interested in incremental tech instead of 
just high tech. Naturally that is a more risky type of invest- 
ment. We are not so keen at the moment, at least, on get- 
ting into high risks. We are more prepared to take lower 
rewards and a little lower risk, looking for higher labour 
content, and certainly to be able to put value added to both 
the investees and the products that are created rather than 
exploiting resources. 

The commitment to participating provinces is really 
crucial. We have circulated material to you that includes 
the prospectus. I have taken an excerpt from the material 
that was given to the Premier and ministers which reflects 
the commitment we give to any participating provinces. 
This is something you can cut your wrist and sign in blood 
if you need to, because it is our commitment to our mem- 
bership, to everyone, that when a province gets involved, 
we want to see things happen in the province so that peo- 
ple can have a share in and participate in. It is not just the 
80%. It could be 100% or 120%, because the province also 
has access to any other uncommitted money in the fund for 
investment in the province. 

First, our prime objective is to invest in businesses, as 
we talked about before, and until such investments are 
available we would put them in government paper. It 
might be Ontario Hydro. It might be other types of paper 
that would be approved in the province of Ontario. The 
national office is in Ontario, right here in Toronto. We can 
give quarterly—or monthly, if necessary—detailed finan- 
cial reporting to the province. We want to go with strategic 
sector advice that the government is interested in, and to 
try to tie to that also in terms of the areas. Ontario is a lot 
more than Toronto or Hamilton. We are also very inter- 
ested in the Sudburys, Sault Ste Maries, Sarnias or what- 
ever, and Renfrew or other parts of the province where 
potential investment exists. 

The impact—for your benefit very important—is that 
for every 20 cents of provincial support, we will have $1 
to invest in small and medium business. Carrying that for- 
ward, for every $2 million of provincial tax credit, we will 
have $10 million to invest. 

If you extrapolate that, with a $10-million investment, 
here are just some examples. The material we have on this 
really comes from Working Ventures here in Toronto, 
which is the Canadian expert, if you like, on this type of 
investment. I just took a couple of examples. That kind of 
investment in three years, they estimate conservatively, 
would create or promote or support 1,500 jobs. By year 
five, it would be 2.800. Important for you, as a finance 
committee, is the recommendation or decision on behalf of 
the taxpayer, and that is the return in revenue, and this is 
only taking personal revenue, not from a business or cor- 
porate return. By year three, the year should produce $1.6 
million in tax revenue, and by year five, $3.1 million. So 
the compounding effect of the incentive is huge for the 
benefit of the province and the taxpayer base. 

There are details in our submission on exports and re- 
search and development, which are all available to you if 
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you wish. Again it is the matching credit and the involve 
ment of the province that we are really looking for, an 
your support, your recommendation and consideration 
which I hope are some of the more important issues tha 
you will be dealing with, your committee. You get thou 
sands of Ontario people involved in looking to the futur 
and supporting the investment and a bright future in On 
tario, I guess the indication is now there is no better tim 
to have some equity money available to support som 
businesses, some of which are very desperate for equit 
capital at the moment. 

To close, it essentially is a matter of government lead 
ership that will enable us to promote what we see as 
dynamic co-operation between business and labour to re 
ally make some things happen and help average people t 
make things happen so that they do not just have to wa 
for large investors to make decisions within the economy. 

I would be happy to try to respond to any question: 
Mr Chairman, that you and the committee might have, ¢ 
the president of Working Ventures, or Mr Conrad. Than 
you. 
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Mr Hansen: Maybe I missed the slide, but if this — 
proposed and comes in, would the small business be ay 
plying to your outfit or would it be applying to the goven 
ment and wind up working through your funds? 


Mr McCambly: All applications for any sort of cap 
tal go through the machinery of the fund. Due diligenc 
needs to be done, searching of whether they have the mat 
agement, whether they have a market, whether they have 
product. All that is done by President Begg and the vic 
president of investment, Jim Hall. He is responsible fe 
that. Only after they are satisfied that there is a potenti 
for investment would they come back to a committee « 
the board or the board itself to say, ““We are recommendit 
investment in this enterprise.” So it is run as an investme 
business in that respect. 

If the province or the government has a desire to su 
port certain industries or certain areas or something, v 
would ask you to take a look in those areas to see wh 
might be done that would coincide with the objectives. 
the government of the day, but it would definitely be th 
the initial responsibility is with the directors, with the cor 
pany, to make sure those investments are prudent. 


Mr Phillips: I am intrigued by the idea. I will make 
prediction that, in some form or other, something like th 
will be considered in the very near term. My own judg 
ment is Quebec kind of figured out a lot of stuff and this 
one of them, that we are going to be looking at creati 
ways to foster new forms of partnerships. That will be ki 
of the jargon of the future, and what you are seeing 
Algoma right now, in some form or another, will drive it 
suspect. 


The Chair: Are you going to patent the phrase? 
Mr Phillips: What is that? 
The Chair: ‘Fostering partnership.” 


Mr Phillips: That is a cliché already, and it will be 
cornerstone of the future—that is another jargon—all 
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1ich leads me to say that this group has been working on 
s for some time. I think the OFL has had some difficulty 
th it, and I think it is split on it. I predict that in some 
rm or another that will change, because if we want to 
yk at the future, we will need some repartnership. So I 
ess I just say to the government that I would hope it 
yuld kind of look at this as a—if it is not the perfect 
odel, it is something very close to this, and as I said, the 
goma thing may drive at least the thinking around new 
rtnership. President Begg, I think, was the entrepreneur 
the year one year in Canada, developing a world prod- 
t out of nothing, which sells now around the world. I 
ink you do have a good staff on hand there that has kind 
‘bowed the way a little bit. 

I am repeating myself. I do not know whether this is 
e perfect model, but I would urge the new government to 
ke a look at this and see if we cannot drive it forward in 
me form to help with that. 


Mr Sterling: I just want to ask a couple of specific 
jestions. Does the federal government presently give a 
ant for this kind of thing? If you got the provincial gov- 
mment to agree, you would be getting 40%, or the in- 


sstor would be getting 40%. 

Mr McCambly: Yes. 

Mr Sterling: Who gets the 40%, the investor? 
Mr McCambly: The investor. 

Mr Sterling: So he gets 40% kickback. 


Mr McCambly: Yes, 40% tax credit. It is exactly the 
ame as what is provided now for the solidarity fund in 
luebec and it is exactly the same as the province of Brit- 
h Columbia is offering—although it has no takers for 
hat it is proposing in British Columbia, and it is no won- 
er, but I will not get into that—and it is exactly the same 
s what we currently have in the province of Saskatche- 
van. I might say it is going great. I tell you, things are 
appening there and we are very pleased with the re- 
ponse. Mind you, they acted and created retroactive legis- 
ition. 


Mr Sterling: We had in this province, brought in two 
overnments ago, the small business development corpo- 
ations, which I believe provided a 30% kickback for the 
hareholders. But there were limitations on the type of 
ivestment. 


| 

| Mr McCambly: Yes. 

_ Mr Sterling: How does this differ from that? 
£ 


Mr McCambly: The big difference with this fund and 
nost other types of proposals is that there is a limit to the 
mount of tax credit you can get. The maximum invest- 
nent is $3,500 a year or less. But the average is more like 
1500 to $800. We are talking about average people here. 
If all the people who invest in anything, only 17% or 18% 
nvest in any kind of equity. So what we are starting from 
s, the first thing that anybody who is going to invest says, 
‘What’s the guarantee?” If you are going to invest in this 
ind of thing, there is not a guarantee. What we are talking 
ibout is getting people involved in making the economy 
work, having a piece of the action, seeing something hap- 
Den. 














I used to rent a cottage and then I bought it. When I 
rented it, I only cut the grass. Now I never quit working. I 
work on it continually. I sympathize and I am not in any 
way critical of some unions which have the notion that this 
is a bit of a conflict of interest. We have soul-searched on 
this. We do not think so. We think it is time for labour to 
move in a new direction, to be a new player in the econ- 
omy, not to control the economy, but to really help to make 
things happen. 

Mr Sterling: Could I ask a few more questions on 
specific details? I am always interested in having people 
invest. This would be open to anybody in the public? 


Mr McCambly: Everybody. 
Mr Sterling: Everybody in the public? 
Mr McCambly: Yes. 


Mr Sterling: What would control the administration 
costs of the plan? I am always concerned. I think that with 
SBDCs we had a number of people who set the SBDCs 
up, but basically the 30% became an administration cost, 
which was extremely high for what they were really doing. 
What guarantees are there to the government that you are 
really not creating—excuse me for being a bit probing, but 
I would be concerned if that 40% all went down to pay 
highly paid executives’ salaries. 


Mr McCambly: I can tell you, we are just as con- 
cerned as you are. I will let President Begg respond to that 
because he is the person who has to answer to the board of 
directors to keep those costs in line on behalf of the share- 
holders. 


Mr Begg: I think the model that Working Ventures is 
pursuing is that we are very much like an equity mutual 
fund and the cost of administering that fund will be sim- 
ilar. Unlike the SBDC, which involved a relatively small 
number of relatively high-network individuals with larger 
investments, this is directed like an equity mutual fund to a 
rather large number of discrete investors, particularly aver- 
age wage earners. 

We have gone to market, unlike the SBDCs, under the 
full prospectus route. We have received our final receipt on 
our prospectus from the Ontario Securities Commission 
and securities commissions across the country, and one of 
the elements discussed in the prospectus, of course, is the 
administration costs of the fund. In the prospectus, there is 
the commitment that administration expenses will not ex- 
ceed 5% of the fund. As a practical matter, our operating 
expenses are substantially lower than that to date and fore- 
cast for the next year. One of the reasons, of course, that 
this is possible during the startup phase is that we are 
enjoying the federal grant which underwrites the startup 
costs, so the individual average wage earner who is invest- 
ing in the fund is not going to see heavy administration 
expenses. 

1210 

Mr Sterling: One last question. Would investment be 
based on the fact that it was a union-run shop? 

Mr McCambly: No. I think that deserves an answer 
from me because it is a question that is always asked and 
is a good question. We are not limiting or directing this to 
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unionized firms. We are sure going to look at requests 
from unionized firms and we do not want to invest in firms 
that are anti-union or that are not interested in good rela- 
tionships. We are talking about starting up businesses and 
so on that have never heard of a union and a lot of times 
that is not necessarily unionized. 

The Chair: I am going to interject here at this point. 
We have the Treasurer coming in approximately 20 min- 
utes, during which time we have to have lunch. Now I 
have three more people who would like to ask questions. 

Mr Stockwell: I am fine, I will not ask a question. 


Mr Hansen: I have a question. If we are talking Al- 
goma, that is $800 million. That is the top, but we are 
getting down to, what level would you be investing in a 
business? 

Mr McCambly: A quick answer. 

Mr Hansen: If a person needed $10,000 to get a busi- 
ness going, or $50,000, or $100,000, as we know here in 
Canada now that at least 95% of the people are employed 
in small business, is this the area that you are looking at, 
small business, or are you looking at large business? 

Mr McCambly: We have sort of indicated, at least for 
the start, although we have not started that investment 
mode, but about $100,000 initial would be about—you 
would not go lower than that, for sure. But our limits are 
set under the regulations that we established federally and 
those are, 500 employees or less, $10 million net or less, 
$35 million gross or less, so that gives us a pretty large 
Size. 

Let me tell you that one of the business directors said: 
“One of the first things we’ve got to do is raise that limit. 
We’ve got to be able to back bigger enterprises.” That is 
now the rule. I just tell you that. 

Mr Hansen: Okay, good. 


Mr Curling: I am going to make a comment more 
than a question. I know that you are trying to attract ordi- 
nary people to invest in their own province and all that and 
I am going to just make a comment. Maybe at the first 
blush I would see the aspect of employment equity. I 
would like to see some visible minorities and see a 


woman. At a glance at your board I saw one Wendy ther 
That is some effort to be made because people, when the 
invest, want to feel a part of it, that they see people reflec 
ing the kind of society that they are in. That is just 
comment. Maybe you have attended to that, but I think it 
a very serious matter that should be addressed. 


Mr Begg: To comment on that, I spend half my li 
these days dealing with the investment community and tl 
other half out dealing in the union halls with, you kno 
average wage eamers. The kind of dialogue that this 
stimulating and the kind of participation that we are ge 
ting by people right across the country is really exciting. 

The investment community is coming to understat 
that unions are interested in increasing productivity a1 
building stronger businesses and working people out in t 
union halls are taking a look at the effects of investment 
productive businesses and the need to participate in this 
increase their stake in the free enterprise system. It is 
very exciting thing, quite apart from the merits of the prc 
ect in terms of employment creation and building stro 
companies. 


Mr Stockwell: Sounds real exciting. I am looking f 
some cheap money. 


Mr Begg: Thank you. Here is my card. 


Mr McCambly: I will just try to wrap it, to say thai 
you. There are a number of other provinces that are no 
looking actively at something similar to what you are ai 
similar to what Saskatchewan is doing. Of course, I live 
Ontario, but Ontario is a leader and I think your gover 
ment has an opportunity to do something here that is real 
going to have a major, lasting effect. We are talking abo 
Canadians who are not going to leave Canada. The mon 
is not leaving Canada; the money is not leaving this pro 
ince. We would really encourage and request your supp¢ 
in this endeavour that we think is big for the future. 

The Chair: Thank you for your presentation. 

At this point I would ask the clerk to bring in o 


lunch. I will recess the meeting until the minister gets het 
He will be about 10 minutes late, so it will be about 12:4 


The committee recessed at 1214. 
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AFTERNOON SITTING 


The committee resumed at 1234. 


TREASURER OF ONTARIO 


The Chair: I would like to reconvene the hearings for 
s afternoon. We have before us again the Treasurer of 
\tario, the Honourable Floyd Laughren. I would like to 
n it over to the Treasurer. 


Hon Mr Laughren: Thank you, Mr Chairman and 
smbers of the committee. I am pleased to be here, I 
nk, so far. As you know, Ontario Finances came out 
sterday and I do not think there were too many surprises 
t people who are observers of the fiscal scene in Ontario. 
; the Finances will show—and I think all members have 
pies of it—we still think we are going to be able, despite 
pping revenues and increasing expenditures, to maintain 
ir deficit level at about $2.5 billion for this fiscal year. 

It is not magic; it is a case of having some revenues 
at we did not really think we were going to get because 
‘the settlement of Ontario taxes collected by the federal 
wernment basically for 1989 that are now coming in. We 
e substantially higher, almost $1 billion higher, than we 


umber of $2.5 billion. We are pleased that the numbers 
ive shaken down that way. 

At the same time, we are not kidding ourselves that we 
id much to do with that. But at the same time we are 
mcerned about the year coming up, about what level rev- 
jues will be at. Of course that is not, I do not think, the 
scussion for today, so I really should not get into it, I 
ippose. But in terms of the third-quarter finances, you 
in see the numbers that are quite clearly outlined. In reve- 
ies, the big numbers that have affected us are, the retail 
les tax came down $672 million from the budget plan 
ack in the spring; the corporation tax being down $775 
iillion; gasoline tax $102 million, and land transfer tax 
240 million. Compensating for that was the increased 
ersonal income tax, which I talked about, which is up 
337 million. That still means that our revenues are down 
383 million from what was budgeted in the budget plan. 

_ On expenditures, you can see it is not complicated 
iere either: the Ministry of Community and Social Ser- 
ices up $554 million. That is quite simply the dramatic 
icrease in welfare case loads. The other is the Ministry of 
ealth, the open-ended programs in Health such as access 
) the health care system and the Ontario drug benefit plan 
eing up $136 million. The contingency fund was $389 
iillion, which was used to transfer to various ministries, 
nd then of course the UTDC guarantee, $400 million. 
Vhen you take into consideration all of those changes, you 
nd up with the $2.5-billion deficit for 1990-91. 

We are now in, of course, the final quarter, January, 
ebruary and March, and we are expecting the recession to 
ontinue this quarter. Most people still seem to think that 
le recession will turn around in the latter part of calendar 
991 but that when we come out of the recession it will 
ot be a big rebound, it will be a flatter rebound than it was 
1 1982-83. So that it is going to be perhaps at a plateau 
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ought, so that has allowed us to stay within the deficit - 


that will not be as high as the plateau from which we 
found ourselves after 1982-83. We are somewhat con- 
cerned about that, but at the same time we are doing what 
we can. 

I think that, looking back a couple of months, I am 
really pleased now that we went ahead with the capital 
works project, the $700-million program, because I think 
at least it was some kind of response to the recession and I 
think it was the right kind of response. It did not build in 
expensive programs that have annualized costs for many 
years. It was a case of doing some rebuilding of our infra- 
structure that needed to be done anyway. At some point 
those dollars would have to be spent and it is probably 
cheaper to do them now than later; also, of course, the 
creation of about 14,000 person-year jobs. It will be more 
than 14,000, because a lot of the jobs will not last a year. 
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There was a story in the press this morning, along with 
a great picture, which indicated that the capital works pro- 
gram was tied up in red tape. I have never complained 
about media coverage, because I have been blessed that 
way, but it really was not a proper reflection of what I was 
at least trying to say. What I was trying to say was that 
when we announced the $700-million program we said 
that, of the $700 million, we were going to put it in place 
as quickly as we could because we were into the recession 
already but that it takes time to consult with our partners 
out there at the local level, whether it is municipalities or 
school boards or even line ministries across the province 
and that as soon as we could get the jobs going, they 
would be going and they would be paid for. 

Once you even assign a job, and you have heard of 
some of them already being announced, as soon as that is 
announced, then you have to go through the process of 
getting people on the job and then there is the process of 
paying for them and so forth, so there is always a lag when 
you are launching a program like this. To my knowledge, it 
is not bogged down in any kind of red tape. It is just a 
normal process of getting jobs started, and then as the bills 
come in, you pay them. I think it is not a case that it is 
bogged down. There is absolutely no attempt to slow down 
the process of those jobs. We want them out there as 
quickly as we can and we want most of the jobs to be 
completed by the end of 1991, because we believe we are 
coming out of the recession and that this was supposed to 
be a capital works project that would help us cope with the 
recession basically in 1991. So far, I think we are doing all 
right with it. 

We have invited the federal government to come on 
board and participate, but so far it has refused to do it. We 
had a meeting this Monday past with the other finance 
ministers across Canada and with Mr Wilson. Mr Wilson 
still is preoccupied with high interest rates and inflation. I 
tried to impress upon him the fact that in December, the 
last month I saw the figures, Ontario had a consumer price 
increase of 4.4%. I hardly think that is worthy of a 
singleminded monetary policy based on anti-inflation and 
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that it is time, since he is in a war mood anyway, to swivel 
his guns on the problem of the recession and away from 
inflation. But he is determined to continue to keep interest 
rates up there at what I think is an unreasonably high level 
and talk about the problems with inflation in the economy 
rather than the problems of the recession. That is not help- 
ing us in our struggle in Ontario, but I do not know what 
else we can do to convince Mr Wilson that we have a 
problem. It: is moving into the other provinces as well, 
although Ontario’s numbers are more serious than those of 
the other provinces. 

I know you did not come to hear me peut for an hour, 
Mr Chair. If I could leave with those few introductory 
remarks, I have to leave at 1:30, but I would be pleased to 
try to answer any questions you have, and there are people 
here from Treasury who will help me. 


Mr Phillips: I appreciate the Treasurer’s being here 
and I would not mind at some stage just if we could look at 
next year too, but maybe it is impossible. I guess two or 
three things. One is, I am quite curious about the $1-billion 
windfall. You may recall a little exchange you and I had in 
the House where you said I was too partisan by suggesting 
that there may be something coming. 


Hon Mr Laughren: I do not remember that. 


Mr Phillips: It is what it says here. I said, “I will say 
that a little side bet might be the previous Treasurer’s esti- 
mate of revenue for the fiscal year may be closer than the 
current Treasurer’s.” You said, ““Oh, you’re so partisan.” 


Hon Mr Laughren: Okay. Now I remember. 


Mr Phillips: It does have some impact in terms of 
thinking ahead, because I know that when you made your 
statement in early October about the deficit, at the same 
time I think the federal government was recording, I think, 
about a 24% increase in personal income tax revenues. | 
am curious about when we, the provincial government, 
would have found out about the coming windfall, because 
I gather we had a similar windfall the previous year. 


Hon Mr Laughren: Surprisingly similar numbers 
too, I believe. 


Mr Phillips: It just seems unusual that the federal 
government was reporting this for the period April to Sep- 
tember, and the lines of communication were not, I gather, 
as swift as they might be, and that is the base on which I 
was saying to you in the House that I thought the revenues 
were going to be higher. 

Another part of the question is, we now have the third 
quarter in and I would not mind some feeling from you 
about the fourth quarter. Are we likely to see these num- 
bers stay the same? I am thinking about revenue and ex- 
penses. I know how tough that is, but if revenues come in 
higher, would we expect therefore the deficit to be lower 
or the spending to go up to keep to the $2.5 billion? 

The last one is, I know that you were remarking that 
the Treasurer last year used the windfall to prepay some 
expenses. The good thing about next year is that we will 
have $600 million or $700 million worth of expenses— 
UTDC and whatever you put in for SkyDome. I know you 
do not want to say what it is, but whatever is in there are 
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kind of one-time expenses this year that we will not inc 
next year. 

Again, if you are looking to this committee to give yc 
some advice on the budget, I just want to make sure of ; 
those things. One is when we found out about the billio 
dollar windfall; as I say, when the feds were reporting 
earlier. The second one is, I guess the answer is this is yo 
best cut of what we will get for the fourth quarter, but lé 
year it seemed to me it was another little bit of windf 
that came even later than this point in time. The last one 
just, have we prepaid—you do not have to give the exe 
number—somewhere around $500 or $600 million of e 
penses in this year’s budget that will be of a non-recurti 
nature? 


Hon Mr Laughren: You mentioned the UTDC. Tt 
is the only one I am aware of. 


Mr Phillips: The SkyDome—I am sorry. I know y 
do not want to give that number, but in your previous 0 
you said you provided in the contingency plan. 


Hon Mr Laughren: That is correct. That has not be 
paid yet. 
Mr Phillips: But there is money somewhere. 


Hon Mr Laughren: It is built in there. The seco 
point I would caution you on is when it comes to preflov 
The preflows that come into this fiscal year, 1991, ga 
what I would call—this probably is not a technically cc 
rect way of saying it, but almost a false $1-billion reven 
base, which means that next year we are starting off | 
billion less in natural revenue base than we would othe 
wise, because 1991 was inflated by $1 billion. I do nots 
this in a critical way, just that putting that $1 billion ir 
1991 meant that there was a higher base in 1991, so 
1991-92, we do not have that billion, almost a billion, th 
was there from the preflow in personal income tax rev 
nues from the federal government. This year, if we h 
kept this billion dollars—$922 million, is it? 


Mr Phillips: Thirty-seven. 


Hon Mr Laughren: If we had kept the $937 milli 
and did not build it into this year’s numbers, I suppose y 
could argue we could have a deficit of $3.5 million a 
preflow it into next year, but I do not think that mak 
much sense. Not only that, the auditor already is a little | 
testy with Treasury for doing it last year, so I would ke 
that in mind when you are thinking of the base of reven 
this year compared to the base of revenue next year. 


Mr Phillips: I was wondering when we found 
about the billion dollars. 


Hon Mr Laughren: Yes, I was going to get to that 
am going to ask Tony Salerno to help me with that becau 
I quite honestly do not know. You had better take a seat 
that the mike will pick you up. This is Tony Salerno. 


Mr Salerno: The federal government started giving 
indication that the transfers to the province would be | 
vised in November, as an early indication. The revision i 
composition of prior-year assessments and revision of tl 
current year’s collections. 
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Hon Mr Laughren: I think you ended too abruptly 
r Gerry to cope with. 

The Chair: That is the shortest answer we have re- 
ived in this committee hearing in two weeks. 


Mr Phillips: In terms of the final quarter, I am just 
ying to—because I think last year there was kind of a 
ries of windfalls. Are the windfalls over now? 


Mr Salerno: What we have done in our estimation 
at you see in the third-quarter Ontario Finances is try to 
ticipate any further revisions. We will not know the ac- 
al number to the dollar until March, frankly. What we 
we done is try to anticipate what that final number will 
», and we feel that is the best number. We do not antici- 
yte any significant change from that number that we are 
porting in the third quarter. 

Hon Mr Laughren: Or in expenditures, to answer 
our question. But even if there was a windfall in the 
yurth quarter— 

The Chair: Would you just speak a little closer to the 
ticrophone? We want to record all of this. 

Hon Mr Laughren: Sorry. Even if there was an in- 
rease in some kind of windfall in the fourth quarter, we 
rould not be looking for ways to spend that. 


Mr Phillips: Okay, good. On the other one, I know 
ou do not want to give the SkyDome number because that 
;a matter of negotiations, but there is $400 million. 


Hon Mr Laughren: There are also negotiations going 
n with the doctors as well, so if we started putting down 
dividual numbers— 


Mr Phillips: But those would be ongoing expenses. 


Hon Mr Laughren: No, no. I am talking about nego- 
iations with the doctors who have not settled. The prov- 
nce has not settled with them since 1988, I believe. 


Mr Phillips: But the $400 million is a one-time ex- 
yense that will not be incurred next year. The SkyDome 
vould be a one-time expense that will not be incurred. I 
f just looking for offsetting ones. I know you are con- 
semed about the prepayment the previous Treasurer had 








‘or the three areas. I am just looking for other prepayments 
hat you will not incur next year, one-time expenses, this 
100 and whatever is in there for SkyDome. 


Mr Salerno: There is a certain amount as well for the 
arent of doctors that is in fact retroactive to 1989. 
Hon Mr Laughren: Then it becomes annual. 
| Mr Phillips: That is my point. I am just looking for 
hings that will not be incurred next year, you can just take 
‘hem right out of the budget. 

Hon Mr Laughren: Okay, but if there is a retroactive 
aspect to it, that part is what— 

Mr Phillips: I understand that; you would have to 
fund that. But it is $400 million plus SkyDome, the non- 
tecurring expenses. 

Hon Mr Laughren: You persist in saying that, but 
you are not quite right. It is $400 million for UTDC, plus 
the SkyDome, plus part of the doctors’ settlement, assum- 














ing we arrive at a settlement. The retroactive aspect of it 
which is not an annualized cost is a one-time shot. 


Mr Phillips: I understand, but I am just— 
Hon Mr Laughren: Okay, I think you understand. 


Mrs Sullivan: My questions follow through from the 
third-quarter financial report leading into budget planning 
for the next year. It seems to me that as you are starting 
budget planning for the next year, you can really start, as 
the Treasurer, with a clean slate with all sorts of options. 
They may be a balanced budget, they may be a deficit, 
they may be revenue moves, they may be expenditure 
moves. 

Many of the changes that you have already made, par- 
ticularly on the expenditure side, will affect the 1991 bud- 
get. As you look at, with no revenue moves, about $120 
million a day coming in in revenue and an operating sur- 
plus that you talk about in the third-quarter report of $669 
million, you do have room to move this fiscal year and you 
have done so and some of the moves that you have made 
will in fact carry over to next year. I am thinking of things 
like $500 million, no retail sales tax on top of the GST; 
capital projects, $665 million left for next year; social as- 
sistance rate changes, $365 million for next year; nurses— 
who knows?—but there has clearly been a promise made; 
this morning an announcement of $52 million on child 
care. So you have some room to move and in fact you 
have already made some decisions affecting the budget 
next year. 

One of the things that you have not done which has 
affected the municipalities is to announce the transfers and 
get your reflation fund, if you like, the $700-million fund, 
of which $34 million is coming out of this fiscal year and 
depends on municipal participation. I wonder where the 
municipalities’ share will come from and when those 
transfer payments will be made. 

The other thing I am wondering about in terms of refla- 
tion is, why has the water and sewage corporation not been 
taken up and acted upon. That agency was deliberately 
structured so that it could lever additional capital into the 
economy to deal with necessary environmental projects. 

School capital has been placed over a period of three or 
four years in terms of announcement. Some of those could 
perhaps have come on stream earlier. 

On the revenue side, we have talked about some of the 
expenses you have newly brought in to the 1991 budget. I 
wonder, as you are planning that budget, if there are reve- 
nue moves that you are deliberately leaving out of your 
calculation, including additional new payroll taxes. 


Hon Mr Laughren: Perhaps I could start at the top of 
your list. I think your first basic question had to do with 
transfer payments. Correct me if I miss one here. 

Transfer payments: We have been doing some fine-tun- 
ing, partly because of the numbers changing and so forth, 
on transfer payments and we are basically ready to go now. 
We are trying to get it ready for the next—I keep saying 
dates and having to backtrack from them, but certainly 
within two weeks we hope to have the transfer payments. I 
thought they would be out before now, quite frankly. I was 
a little disappointed in that. 
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Mrs Sullivan: Are you holding back because of the 
date of the federal budget? 

Hon Mr Laughren: No, absolutely not. Mr Wilson 
did not give us a date for the federal budget the other day 
when we met, but I got the impression he is not going to 
delay it very long. The last date I saw flown around, not a 
specific date, was some time in February. I would not hold 
him to a particular week or anything like that. 

My impression was he still hoped to do it around the 
end of February, but he did not give a date. He did not 
make that commitment, I hasten to add. It is more a case of 
making sure we had all the right numbers and consulted 
with the various ministers who were involved with the 
transfer agencies. We are quite anxious to get that out as 
quickly as we can. 

On the water and sewage corporation, I think there has 
already been an announcement on the assignment of a dep- 
uty minister to help provide some muscle to that, Mr 
Pitura. It should be an indication that we are not trying to 
stall on that. We are taking that quite seriously, but there is 
still some review of what that whole role should be. 

On the revenue side, I was not very clear. I did not 
understand your question about payroll taxes. Was there 
some reason why you selected payroll taxes for the ques- 
tion, Or were you just using that as an example? 


Mrs Sullivan: I think that at a time of deflation in the 
economy, a recession, it is in the interest of the business 
community to know whether it ought to be anticipating 
new payroll taxes in the next budget. 


Hon Mr Laughren: I see. I think you know the budg- 
etary process around this place as well as I do. I will be 
very honest with you, though. I am not trying to be vague 
or to obfuscate. There has been no decision on tax moves 
at this point. The consultations with the interest groups all 
across the province have really just started—that is where I 
just came from now as a matter of fact—with this commit- 
tee. I am quite serious about looking forward to hearing 
from the committee because you are hearing from lots of 
groups and we are too. 

It is a new experience, but it really is quite edifying. 

Mrs Sullivan: But would you rule out payroll taxes? 


Hon Mr Laughren: I would not rule out anything. I 
do not think it would be fair to start going through a check- 
list and ruling out certain ones, but I hope you appreciate 
the fact that that means it would not automatically rule 
them in either. 
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Mrs Sullivan: The other question was, where will the 
municipal share on the reflation projects come from? 


Hon Mr Laughren: A project is one in which the 
municipality normally has a share. They would continue to 
have that share and would be up to them whether or not 
they picked up that particular project and went along with 
it. If they decided no because they did not want to assign 
their resources to that particular project, that is fine. But 
that would be the normal process of sharing. 

That is why we said when we made the announcement 
that it was $700 million of provincial money and that if all 


of the projects that we thought were out there would be 
accepted by the municipalities and school boards, because 
they were their projects, the total input into the economy 
would be about $1 billion if they pick up the local share, 
add the local share into the provincial share. 

So there was that built-in assumption right from the 
beginning. But I think you would have to commend us for 
not saying that it was $1 billion of money. It was really 
$700 million of a provincial commitment that only be- 
comes $1 billion if the local government picks up its share, 
the municipalities and school boards. 

Mrs Sullivan: But you have cut back already in your 
estimate of what you would be flowing this fiscal year. 

Hon Mr Laughren: Wait a minute now. It was not cut 
back. I think we started out with around $40 million, $41 
million or something and it is back to $34 million. 

Mrs Sullivan: Yes, $41 million to $34 million. 


Hon Mr Laughren: But that is not because we cut it 
back. As those projects can be taken up and approved—I 
mean a lot more than that have gone through the opera- 
tions committee that is dealing with this. It is just a case of 
that is how much we think will actually be able to be spent 
in 1991, before the end of March, not because we are 
cutting back on it at all. We would spend $50 million, $60 
million, $70 million. The ceiling is there of $700 million 
and so there is no attempt whatsoever to reduce that num- 
ber in this fiscal year—none. It does not make any differ-| 
ence to us whether $30 million, $40 million or $50 million. 
go this year versus 1991-92. | 

Mrs Sullivan: That will make a difference to your 
1991 fiscal year. We are talking $700 million in static and_ 
you have dropped already from $41 million to $34 million, 
and possibly by year-end, if you cannot churn these pro- | 
jects in, it could be $25 million. 

Hon Mr Laughren: I suppose. | 


Mrs Sullivan: The impact on the next fiscal year is. 
also going to be significant. | 


Hon Mr Laughren: But on a $45-billion or whatever 
billion-dollar budget, it is not going to alter our fiscal posi- | 
tion very much in 1991-92, | 


_ Mrs Sullivan: But it may alter the impact of the refla- | 
tionary funding, the impact of the projects themselves in | 
terms of economic turnaround, given that all of the econo- 
mists, including from Treasury, are suggesting that the | 
need for the reflationary impact is before the third quarter | 
of the next fiscal year. | 

Hon Mr Laughren: That is a good point. That is why | 
we are doing what we can to push them out there. The 
faster they get out there, the happier we are. | 

Mr Stockwell: I am concentrating on three specific 
areas today. | 

First, preliminary revenue projections for next fiscal | 
year: I am certain you have some. Last year, the then Lib- 
eral government provided those preliminary revenue pro- 
Jections to this committee. We cannot seem to get them. 
How come? If so, when will you give them to us? 

__ Second, on the deficit, you have suggested a couple of 
times that your next fiscal year’s deficit is going to be 
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higher. You have said numbers do not fuss you; they do 
_ not I think “scare” was the word you used. You have taken 
_ along hard look at that, I assume, and you know it is going 
,to be higher and you have accepted the fact it is going to 
_be higher. Have you looked at the other side of the equa- 
‘tion, maybe wage and price freezes, some hold-the-line 
/areas in the government where you could generate some 
| revenue to offset some of the tax increases or increasing 
| the deficit? 

Third, when your Fair Tax Commission was an- 
nounced, it was going to come back to you with some real 
jimportant recommendations, preliminary recommenda- 
! tions in fact. It was not going to be a long-term, ongoing, 
| for-ever-and-a-day commission. It was going to come back 
fied give some serious recommendations reasonably 
quickly. Well, in a very short period of time, it appears to 
‘have taken on a life of its own. Originally, it was 12 
months. Now we are talking 36 months as to when you 
will get a recommendation back. 
, Is the Fair Tax Commission your first plank for re-elec- 
‘tion come 1995? It does not seem to me, if you are going 
ir get this report back in three or four years, you are going 
‘to have any opportunity to implement any of these con- 
and ideas, and An Agenda for People will be put on 
hold because every time anyone asks you about that, you 
just refer them to your Fair Tax Commission. 

Those three areas really interest me, particularly the 

‘deficit, and how soon your Fair Tax Commission is going 
\ 


‘to talk to you. 
_ Mr Laughren: Thank you, Mr Stockwell. First of all, 
r do not know where you get the year 1995 from. We are 


‘considering a very early election. 
| 
i 


: 











Mr Stockwell: Consult with Mr Peterson. 

Mr Laughren: Never mind, never mind. 

I know you probably will not like this answer on the 
Tevenue projections, but I have no intentions of providing 
‘Tevenue projections until I have thought about what kind 
of tax changes, if any, we are going to put in place for 
1991-92. I would be simply second-guessing myself if I 
did that. We are aware, however, that tax revenues are 





las relatively flat in 1991-92. Other than that, I cannot give 
you a number on revenue projections. 

On the deficit, once again, it is basically the same an- 
swer. Until we have done our revenue projections and 
taken a hard look at the kind of expenditure controls we 
want to put in place, it would be pretty hard to give you a 
very precise number on the deficit. You asked a question 
about wage and price controls. I assume you meant across 
the entire economy. 

Mr Stockwell: Within the province at least. 

Hon Mr Laughren: Yes, but private and public sec- 
‘or? 

Mr Stockwell: I was specifically speaking about the 
zovernment. 

Hon Mr Laughren: Oh, you are talking public sector. 

Mr Stockwell: Yes. 


Hon Mr Laughren: Why am] not surprised? 


Mr Stockwell: Why do I feel like I know your an- 
swer? 


Hon Mr Laughren: No, but you raise an interesting 
question. At the federal provincial meeting which is still 
fresh in my mind from Monday, the federal government is 
expressing concerns about settlements in the public sector 
all across Canada, not just in Ontario and in the federal 
public sector as well. I certainly do not see that as the 
cause of our problems. If we have problems in Ontario 
with revenues and expenditures and subsequently deficit, 
they are caused by the recession. You would be pretty hard 
pressed to point a finger at anything other than a recession 
which is not simply an Ontario recession. You could say it 
is a made-in-Canada recession. I would be inclined to 
agree with you if you said that, Mr Stockwell. 


Mr Stockwell: I did not say that. 


Hon Mr Laughren: But I think that the answer is to 
get the economy moving again, and Mr Wilson could have 
a major say in getting the economy moving again. For 
those reasons, no, I have not even thought about your sug- 
gestion. 

On the Fair Tax Commission, we are tidying up, if you 
will, the final selection of all of the commissioners. We 
hope to make a formal announcement in the next two or 
three weeks. You will recall that we are going to ask the 
standing committee on agencies, boards and commissions 
if it wishes to review that selection of commissioners. That 
was raised in the Legislature at one point by Mr Harris. We 
want to make sure that there is an opportunity for that to 
take place. 

We have been slower getting this thing started. I am 
not blaming the standing committee for this. The potential 
for the standing committee to slow the process down is 
there too, for up to about 60 days or 65 days, I think, while 
they have an opportunity to review the names that are 
submitted to them. We will make the announcement of 
names the same day that they are referred to the standing 
committee. That means that if the standing committee was 
to, say, deal with it that day or that week, then that is one 
thing. They may very well decide that they have got other 
priorities and will not deal with it. They have to deal with 
it within I think—I do not know why I keep saying 65 
days but something like that anyway. If that is the case, 
then they would not really be able to become commission- 
ers until their names have been vetted through that pro- 
cess. That will slow it down a little bit but we do not know 
how much since a part of that is up to the committee. 


1310 


Mr Stockwell: Just one quick supplementary. It is 
very difficult when you are dealing with questions to your- 
self, but the fact of the matter is every time you get a 
difficult question, you pass it off to the Fair Tax Commis- 
sion. 

Hon Mr Laughren: No, that is not true. Ask me a 
tough question. 

Mr Stockwell: What I would like to know is when I 
will learn more about the Fair Tax Commission. When are 
we going to hear back from the Fair Tax Commission? 
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You are telling me it has slowed down. Originally, when 
you announced this, it was 12 months. 


Hon Mr Laughren: No, I am sorry. I did not address 
that part of your question. 


Mr Stockwell: So when are we going to hear back 
from it? There was a tough question. Sometimes you do 
not even answer them. 


Hon Mr Laughren: We want information from the 
tax commission to be on an ongoing basis back to us. We 
are not going to be paralysed on matters of taxation, be- 
cause we have appointed the Fair Tax Commission. We 
want to get advice from them as they carry on and we 
reserve the right to take action as well. The Fair Tax Com- 
mission is a commission that is going to advise us on 
making the tax system in Ontario fairer than I think most 
people feel it is now. I do not want to, on the other hand, 
pre-empt their role by moving on a wide array of taxes as 
we appoint them to do their job, so there is a line we walk 
with getting advice from them and not being paralysed and 
not taking any action on tax measures. 


Mr Stockwell: Is the original date still in place, 12 to 
18 months? 


Hon Mr Laughren: No, I do not think you ever heard 
the 12-month figure from me. 


Mr Stockwell: No, 12 to 18 months. 


Hon Mr Laughren: If they completed their work in 
12 to 18 months, I would be happy but I would be sur- 
prised if they can. I do not want to tell them their schedule. 


Mr Sterling: I would like to follow up on Mr 
Stockwell’s question. In terms of your concern with the 
federal interest rate policies and that kind of thing, we 
have had evidence in front of this committee that the infla- 
tionary pressures on the private sector are coming from the 
high wage settlements in the public sector. You say to the 
federal government, “What can we do as the government 
of Ontario to influence you to bring down interest rates?” 
You know interest rates are intimately tied to the inflation 
rate and that, if the inflation rate drops, then Mr Crow has 
more room to drop the interest rate. I understand that pub- 
lic sector wage settlements are 1.5 to 2 points above the 
rate of inflation in Ontario at this time. Does it not make 
sense to you to consider wage controls in the public sector 
in order to bring that down so that Mr Crow would have 
some room to drop the interest rates? 


Hon Mr Laughren: First of all, I do not think that is 
correct. I stand to be corrected by Mr Salerno, but I 
thought that the public sector wages in the last quarter or 
two in Ontario were actually running below the private 
sector. I stand to be corrected on those statistics. : 


Dr Christie: The private sector settlements have been 
varying with respect to the public sector counterpart. In 
late 1989 they tended to be higher. This year it has moved 
around from quarter to quarter; there has not been a clear 
trend, although on average public sector settlements have 
been higher. Settlements have been declining and inflation 
has been declining, although one of the things that has 
been noted has been the role of anticipation with respect to 
the GST in terms of making settlements arrived at now for 


next year somewhat different than the ongoing rate of i 
flation now, because people are anticipating an impact 
the GST. 

Hon Mr Laughren: I might add to what Mr Christ 
said. By the way, I have a correction on what I said abo 
the Fair Tax Commission. The legislative committee h 
35 days to notify us, when we send in the names, if the 
want to review the appointments and then another 30 da 
to do so, to review them. That information will make 
clear. 

Mr Wilson brings in the GST, which we think adds 
least a point, I think more, to the rate of inflation. I don 
think many people would say it was below one. Peop 
might say it was not 1.5, which we had built into o 
numbers. But I can tell you that it is a bit strange to brit 
in a tax that increases the rate of inflation by a point a 
then complain about us causing inflation. I mean, he ca 
not have it both ways. Also, I have never heard Mr Wils« 
nor Mr Crow—by the way, did you convince Mr Crow 
come before the committee yet? 


Mr Stockwell: Yes, he said the day you give us yo 
revenue projections. 


Hon Mr Laughren: I see. In other words, no. 


Mr Stockwell: That is what we got about your rev 
nue projections. 


Hon Mr Laughren: He has never told anybody I c: 
think of that anything the province would do, that | 
would then make a commitment to lower the rate of infl 
tion and subsequently the value of the Canadian doll 
which Mr Sterling points out. 


Mr Sterling: But there was a significant difference 
the GST driving the rate of inflation up and a wage settl 
ment which is in excess of the rate of inflation, because 
is compounding every year. It was pointed out by sever 
of the economists who appeared in front of this committ 
that while the GST drove the rate of inflation up by 1‘ 
that is 1% for ever and it does not feed upon itself. You a 
not willing, then, to consider doing anything to assist N 
Wilson in dropping the interest rate? 


Hon Mr Laughren: Absolutely. We will co-opera 
with Mr Wilson in most ways. 


Mr Sterling: What ways? 


Hon Mr Laughren: We engage in bargaining with tl 
public sector. That is one of the ways in which we try 
control the expenditures of the province. Do not forget ; 
well that there are such things as arbitration awards whic 
can go beyond the settlements as well, so you have to kee 
that in mind. 


Mr Jamison: Last week reference was made to yo 
concern about the federal transfer payments to the pro’ 
ince and the possibility of further decline from the feder 
government in payments to the province. Could you & 
pand on that and what effect you would see there? 

Hon Mr Laughren: Mr Wilson has indicated that I 
is going through the same process we are with trying | 
plan his budget, only he is closer to the date than we ar 
But he is not about to tell us any of his budgetary decisio1 
at this point. He certainly did not tell us at our meeting. 
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possible to get signals and vibes and I certainly am very 
ihappy with what the federal government has done to us 
| transfer payments, not just now, for the last several 
ars. 

Just next year we think that what they call the cap on 
e Canada assistance plan, which is being challenged in 
e courts, is going to cost us over $500 million and the 
2eze on the expenditures on the established program fi- 
incing over $500 million as well, so that our revenues 
om the federal government will be down over $1 billion, 
believe, $1.3 billion to be precise. So that hurts in our 
yility to absorb expenditures as well and in particular 
hen we are going through a fairly difficult time. I did try 
) make that point to Mr Wilson at the meeting, as you 
light expect, because that is my job, but he was not overly 
ympathetic. 

320 
Mrs Sullivan: Can we just have clarification on that? 


; it $1.3 billion that you are anticipating in the cutback in 
ansfers for 1991? Is that on top of existing cutbacks? 


Hon Mr Laughren: No. 

_ Mrs Sullivan: That would be the accumulated total. 
Hon Mr Laughren: Yes. 

Mrs Sullivan: Okay. Thank you. 


Hon Mr Laughren: But actually if you go back to 
982-83, the reduction, correct me if I am wrong here, but 
? the same level of transfer payments from the federal 
overnment were in place today as back in 1982-83, we 
re not talking a billion, we are talking probably $6 billion 
t $7 billion lower than they would otherwise have been. 


_ Mr Salerno: If I may add, the $1.3 billion is only the 
mpact of the 1990 federal budget modes. 


Mr Christie: Federal budget modes, right. 


Mrs Sullivan: So in February there was an additional 
ye. We could be seeing an impact to the 1991 budget of 
ru over $2 billion depending on what might be— 


Mr Salerno: Depending on what they may do; who 
<nows? 


Mrs Sullivan: In that particular fiscal year. 


| Hon Mr Laughren: Our feeling is that it is going to 
ye a smaller pie overall from which to distribute to all the 
wovinces and that we will be as one of the so-called 
‘have” provinces—I do not like that term—but so called 
yecause of equalization payments. You can imagine we are 
1 fair target. Sorry, Mr Jamison. 


: Mr Curling: Minister, I am going to follow up on the 
tansfer payments. Immigrant groups have come before us 
nere and are extremely concerned, and as we have the 
Ontario-Canada agreement and transfer payments coming 
across they feel that while two parents are quibbling 
around the money, they will be shortfalled on the amount 
of money they will get for programs like ESL training and 
a number of things while we have the increased immi- 
grants here. Could you assure us, whether it is a shortfall 
coming from the feds or so, that I could say to these immi- 
grant groups as they are coming in that the Treasurer came 
‘in and said: “Don’t worry about that. That fight is between 














the feds and us. Your money will be coming so your pro- 
grams will be in place,” and they do not have to close 
down their organizations and can continue the kinds of 
services they have done so well over the past years? 


Hon Mr Laughren: Okay, but could you help with a 
clarification of your question? Built into you question, are 
you arguing for a higher deficit or more taxes? I am little 
confused. 


Mr Curling: The clarification I am having is that if 
you do not get the money from the feds for that ESL 
program, if you will say to them, “I’d love to give it to you 
but that bad Mr Wilson or that bad federal government 
hasn’t given me the money so I can’t give it to you,” they 
are saying, “I want you to reassure me that you'll tell them 
that yes, that fight is between us but your money will be 
found someplace else.” 


Hon Mr Laughren: Stop repeating the part of the 
question I understand. It is the part I do not understand that 
I want you to enlarge on. What are you building into your 
question, a higher deficit or more taxes? 

Mr Curling: No. That is your problem about a higher 
deficit. 


Hon Mr Laughren: But you would agree that one of 
those two is built into your question. 

Mr Curling: Well, listen. I will go along, Minister, 
and say that you are not concerned about a greater deficit 
as long as the services of those people are looked after, 
because you see, as again the saying goes, these are the 
people who are last to hire, first to fire and also that any 
services that are coming to them they have got to wait a 
little longer and the burdens will be greater on the system. 


Hon Mr Laughren: Mr Curling, I am not trying to 
trivialize your question, believe me. We are very much 
aware of that. I do not know what kind of line we will end 
up walking on that, but you are quite right. It is a very 
tough decision when you have cutbacks coming at the fed- 
eral level, as we think there are, when we have revenues 
that are pretty flat and some expenditures that are very 
high. That is a decision that has to be made and that is part 
of the budget process which has not been completed: To 
what extent do we allow the go up and how high, and to 
what extent in the middle of a recession can you impose 
new taxes on individuals and the private sector? I mean, 
you put the dilemma in your question. It is built in, the 
difficulty of the process, and I know you are quite right, 
that is our problem. 

Mr Curling: The dilemma is not in my question ei- 
ther. The dilemma is in their finding that they will not have 
programs. 

Hon Mr Laughren: No, no. I understand that and we 
will try. 

Mr Phillips: A couple of real themes have emerged in 
our hearings so far. Almost every professional forecaster— 
the banks, the Conference Board, I think Informetrica—I 
think it is fair to say, and I think your Treasury people as 
well have said, that we should see mid to late this calendar 
year the end of the recession or the coming out of the 
recession. 
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the municipal sector. There are a number of examples 
where the province has felt that it wants to retreat from an 
activity or that a municipality would be the better vehicle 
to carry out these activities and, therefore, it has been 
transferred. An example of that would be court security, 
which was a hot potato last year. We saw how that was 
transferred to municipalities without proper and full con- 
sideration of the impact upon the municipal budget. 

This has a fiscal impact upon municipalities and the 
municipal sector cannot readily absorb these increased 
costs. We therefore ask that the impact for municipalities 
be properly considered when making changes or imple- 
menting new programs. It is our submission that responsi- 
ble government should consider all corollary impacts, and 
this of course means that in provincial actions the munici- 
pal impact should be considered. This appears to have the 
support of some members of cabinet and, therefore, we 
would ask that this be considered and perhaps carried out 
by the government in the budget process. 

The second thing I want to touch upon is our position 
with regard to the funding of social services. It is our 
position that the property tax revenues are obviously an 
inadequate and inappropriate tax base for social assistance. 
Social assistance is a program for redistribution of income 
and an equitable base for such comes from tax sources 
other than property taxes. We have seen reforms in social 
assistance and these were long overdue and welcome, but 
to an extent these are being conducted upon the back of the 
municipalities. 

As a result of some programs, the case loads have 
increased within municipalities by about 50% across the 
province. For many municipalities these payments have 
greatly exceeded their budgets as the impact could not be 
properly foreseen. Our brief outlines statistics printed by 
the Ontario Municipal Social Services Association earlier 
in 1990. 

I will just mention again our experience in Kent county 
as an example to show that county case loads have almost 
doubled and our expenditures were about $2 million over 
budget. In Kent county that meant that even if the county 
froze all expenditures in 1991, it would still require a 12% 
increase in county levy to meet that deficit which resulted 
from the social assistance changes. The case loads are still 
increasing and, as unemployment rises in areas such as 
Kent county and throughout this province, we will see 
more recipients of these programs and this will be a mu- 
nicipal expense on taxpayers who can ill afford the ex- 
pense required to meet these costs. 

There have been a number of reports done in the past 
dealing with the issue, the latest being the Provincial-Mu- 
nicipal Social Services Review. Our brief echoes what mu- 
nicipalities across the province are saying, that this is a 
provincial jurisdiction with the need for provincial re- 
sources to back up these programs and municipalities 
should not be a funder of these programs. 

Now the government has indicated its commitment to 
reform of the system, and this reform should include the 
funding of the system. Other aspects of these programs are 
suffering as a result of the maintained municipal involve- 
ment. For example, special assistance budgets within mu- 


nicipal general welfare assistance budgets are sufferin 
Municipalities are reducing special assistance budgets b 
cause they can no longer afford it. This is at the expense. 
the recipients of social assistance. 

The Treasurer had a recent announcement involvil 
assistance in funding to deal with the latest increase ai 
this was a welcome step in this direction. I would urge yc 
to continue the process in the 1991 budget to show ft 
government’s commitment to reform of the social assi 
tance system. At this point I will turn it over to Mr Ric 
ards. 


Mr Richards: Good afternoon. I speak to you as ¢ 
chair of AMO’s fiscal policy committee and as treasut 
and commissioner of finance of the region of Peel and 
treasurer of the Peel Non-Profit Housing Corp. 

AMO would like to see the province’s 1991 budg 
acknowledge the need for an examination at least of alte 
native sources of revenue for municipalities. You will 1 
call a prior provincial budget which imposed a $5-per-ti 
tax for the disposal of tires which went into the province! 
coffers while leaving the disposal of tires a municipal 1 
sponsibility. We would like to see similar ingenuity ¢ 
rected to the municipal revenue stream. 

The second point I would like to make is that AMO 
well fully supports the reintroduction of Bill 229, a b 
that will take municipal investment and borrowing in O 
tario out of what have to be called the Dark Ages. It is, f 
example, illegal for me as a treasurer to use a computer 
record certain debt transactions. Clearly, there is an imm 
diate need for reform of municipal investment and borro' 
ing in this province. Back to you. 


Mr Hopcroft: We all acknowledge that this comi: 
budget will be a difficult one for a number of reasons, t 
economy and the transition being two of probably the mc 
prominent features. Municipalities have been rightly co 
cerned about the direction of the province in the past 
terms of what was expected of them other than continua 
looking to increased responsibilities without the means 
finance those responsibilities. 

The first budget and the impending transfer paymen 
I think, will be a key indication to municipalities as to t 
philosophy that the new government will have towards t 
municipal sector. We would hope that whatever action t 
government takes, it reflects the recognition of the imp¢ 
tance of the role of municipal government and also 1 
spects the autonomy of municipalities as indeed 
legitimate form of government with legitimate roles a 
responsibilities. 

We would like to see those roles and responsibiliti 
restructured. We would like to see some clear indication 
the coming budget of the province’s commitment towat 
that re-evaluation of the existing relationship and t 
movement towards one that I think would recognize t 
significant areas of influence and interest and also the re 
enue sources available to the two levels of government. 

As long as municipalities continue to have some of t 
responsibilities that they do, there is a clear need 1 
revenue-sharing between the province and municipalit 
in terms of funding some of the very substantive soc 
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ograms that municipalities have been funding over the 
st few years, welfare obviously being a significant one. 

As our president indicated we would leave, we hope, a 
snificant period of time for questions, we welcome ques- 
ms from the committee at this point. 


Mr Jamison: I know that in our own area there is a 
gnificant burden right now on the welfare and social as- 
stance programs and this is reflected, as I see, right 
ross the province. What kind of impact do you see in the 
xt fiscal year there? 


_ Mr Harrison: The answer to that question is always 
wt of episodic. We can say that it is going to be bad 
sross the board, but we all have our own horror story. 
aldimand-Norfolk region, which delivers GWA at that 
vel in our area, budgeted in 1990 for a 25% increase in 
ur costs for GWA over 1989. We are in fact coming in at 
yout a 65% increase, which is 40% over what we had 
udgeted for. Luckily, we did at least provide for a 25% 
crease, and our commissioner is indicating to us that we 
jould be looking for a further 65% increase in our budget 
mo91. 

The problem that we have with social assistance is 
imply this: It is clearly a provincial government program. 
ll of the decisions in regard to welfare are made here in 
nis building on this hill. None of them are made substan- 
ally at the local level. But every time the province de- 
ides that there is going to be an increase in GWA, we 
arry 20% of the can. Every extra dollar that goes out in 
WA is 30 cents yours, 50 cents the feds’ and 20% ours. 
10 you people are making decisions that are costing us a 
emendous amount of money. That is our basic problem 
vith GWA. 

We do not object to enhancements to the program. We 
o not for a moment question the idea that there has to be a 
et for people to fall into when they get outside the normal 
ncome stream, but we think that if we are not going to 
iave the authority to make any of the decisions and all 
hose decisions are going to be made at the provincial 
evel, that has to become a provincial program 100% pro- 
rincially funded. 


400 


Mr Sutherland: I can certainly understand the con- 
sen over the welfare issues. I just wonder if we can get a 
ittle more specific about some of the other programs, be- 
‘ause we have had several groups here who have come 
ind requested funding but they also talked about commu- 
1ity standards and reflecting the needs of specific commu- 
aities. I get a sense that it is very difficult to have all 
strictly provincially run programs and then be able to meet 
hose community standards. I was wondering if you could 
>omment on that process in relation to some of the things 
Mr Hopcroft was saying about disentanglement. 

Mr Harrison: Let me say maybe to begin with, it is 
not the position of our association, and I do not think it is 
the position of the municipal sector generally, that the 
province should take over all these funding responsibilities 
and somehow give us a windfall. Whenever we have spo- 
ken to the government, we have always acknowledged the 
fact that if the province is going to take over a funding 
























responsibility, for example like GWA, we have to find a 
way to have a mirror transfer back to the municipal sector 
of a funding responsibility. 

The first time I spoke to the Premier and the first time I 
spoke to the Treasurer, the first thing I said to them was, 
‘“‘We are not here for a cheque; we are here to find a way to 
disentangle our relationship so that you pay for your pro- 
grams and we pay for our programs and the net effect is a 
zero-sum balance.” . 

Let’s look at some local programs, for example. Local 
roads is an issue that might well be transferred back to the 
local level; policing, to a certain extent; provision of sewer 
and water facilities; perhaps local public health. There are 
all sorts of them. 

Mr Hopcroft is better at this than I. Grant, give me a 
couple more that we might be willing to take on further 
responsibility for. 


Mr Hopcroft: I think looking at perhaps a broad pol- 
icy framework, generally our position has been that if it is 
an income support program that has as its goal redistribu- 
tion of income to the less advantaged in our society, that 
should be a provincial responsibility in terms of funding 
from the provincial, and to a lesser extent from the federal, 
income tax under the Canada assistance plan. 

We would like to see more responsibility, and of course 
it goes with it that we would be prepared to pay in those 
areas where there is not an overriding provincial interest to 
ensure consistency across the province. It really should not 
be a matter for the province to dictate to municipalities the 
standard for a local street that may have 8 or 10 houses on 
it. We certainly understand that there is a provincial inter- 
est in ensuring that provincial highways and major roads 
between municipalities and between areas of municipali- 
ties are maintained to a certain standard that the public can 
come to expect and rely on with some degree of assurance. 
I do not think we want to pin down at this point any firm 
positions, other than trying to come to something within 
those broad policy guidelines. 


Mr Sutherland: Is there a set percentage figure in- 
crease that you think the majority of your members are 
looking for or feel would be comfortable to kind of start 
turning the tide this year? 

Mr Hopcroft: I think in terms of the unconditional 
transfers we are looking for at least a minimum equal to 
the rate of inflation. As I had indicated, we are expecting 
an inflation rate of somewhere between 5% and 6%. I 
think municipalities, on the unconditional side, are looking 
at that type of transfer. On the conditional side, obviously 
the costs of various programs have gone up more than 
others. We are obviously pleased to see the movement that 
has been indicated already in terms of the province picking 
up the additional cost to the welfare rate increase over the 
5%. That is certainly a welcome sign. It obviously still 
does not go anywhere close to the 100% provincial fund- 
ing that we would be looking at. 

We really feel that the province should recognize, as 
has been referred to already, the fact that many municipal 
budgets have been severely impacted by increases well 
above the rate of inflation, and in fact well above the 
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astronomical increases that many of us budgeted for last 
year. When our welfare and social services people came to 
us a year ago and said, “We’re budgeting 35%, 45% 
increases in this program area,” we figured, “Gee, we hope 
it does not go this high,” and in fact in some cases it has 
almost been double that. It has been a real strain and 
municipalities have had to cut a lot of local programs to 
meet those kind of expenditures. 


Mr Harrison: One thing that I guess we should say in 
regard to that as well is that the committee has to keep in 
mind that we statutorily cannot deficit finance. We cannot 
deficit finance our operating, so when we run a deficit in a 
program area like GWA, we either have to cut that money 
out in that year from some other program that we decided 
to do, or alternatively we are faced in the next budget year 
with, “The first thing we have to do is cover that deficit.” 
So we have municipalities where the first thing they are 
going to have to do in 1991, before they even consider 
maintaining the same level of service, is pick up a deficit 
that was generated in 1990 by the overruns in GWA. 

The province, of course, is not in that position. If your 
Treasurer unfortunately has a deficit, it just gets capitalized 
and you do not have to automatically pick up that amount 
of money in the next fiscal year. 


Mr Hopcroft: We are certainly not recommending 
that municipalities be given that option. 


Mr Harrison: No. We are just pointing out that it is 
really a double whammy when something like this does 
happen. 


Mr Phillips: You answered part of my question, 
which is, as we look at just the short-term—in the next few 
weeks I guess you will be getting your grant announce- 
ments—and the way we should think about them, is infla- 
tion on the unconditional and something that reflects your 
cost increase on the others? My question for the longer 
term is, I would not mind from AMO something you have 
not touched on, and that is just how municipalities are 
seeing the economy, just to give us any advice in terms of 
another perspective on the economy. 


Interjection. 


Mr Phillips: Let me just finish. You were here earlier. 
I think you heard that we have heard from the professional 
forecasters that things look relatively good over the short 
term. 

The second one is just a comment. I think the debate 
that the province will have with municipalities will be in- 
teresting just in terms of devolution and not unlike the 
debate, in a different way, that is going to occur nationally, 
which is responsibilities and those sorts of things in a dif- 
ferent sense, but it will be a very worthwhile debate that 
has begun now and that we will simply look forward to 
over the next few years. I got my answer on the grants, but 
can you give us any advice on how municipalities are 
seeing things? 

Mr Richards: I think you should know up front that 


municipalities do not have the macroeconomic economists 
that— 


Mr Phillips: You have had enough of them. 


Mr Richards: We just see what we see. We see hous 
ing starts down. We see literally riots at some of Peel’ 
welfare assistance offices. We have had police there nov 
most days just to keep order. We see revenues from build 
ing starts down. I am talking from the perspective of ; 
municipality that most of you would think is rich, bein; 
the region of Peel. We know we are in a recession. We ar 
on the front lines. My staff know we are in a recession. 
have two staff in charge of shutting off people’s water fo 
lack of payment and they are working around the clock. 


Mr Phillips: That is amazing to me. 


Mr Richards: In terms of what is down the road, 
know of what I read, and I deal daily with all the Ba 
Street firms. We are in a recession and it is going to get. 
little bit worse before it gets better. We are hoping for | 
pullout of this thing by the end of 1991, but we are reall 
battening down the hatches. The sad point is, as has bee 
discussed, we are trying to deliver a budget that is going t 
come in at 4%, 5% for our taxpayers. We are starting @ 
4% because of welfare, so it is well nigh impossible for u 
to give the taxpayers what they want because of factors w 
cannot control. In one of the richer municipalities in thi 
province, we have a 4% tax rate, before we start, just fo 
welfare. 
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Mr Phillips: That is the increase in the mill rate, nc 
expenditures. 


Mr Richards: That is the increase in the mill rate 
That is the little thing you get in the mail. You open it 
and you say, “Holy cow, the region of Peel did it,” and w 
cannot put a videotape in there saying, “We didn’t do i 
look somewhere else.” 


Mr Phillips: You put all the words in there; you jus 
do not put the video in. 


Mr Richards: People do not read it. They pick all th 
words, put it in the garbage, and they see the name an 
they start to yell. Municipal politicians are going to los 
their jobs for things they cannot control. 


Mrs Sullivan: I was interested in some of the list the 
you indicated could be turned over to municipalities com 
pletely. You included water and sewer in that list, which 
kind of found surprising, and left the whole waste manage 
ment area, which perhaps has been taken over by the Min 
ister of the Environment, or perhaps has not. But in man. 
ways you are talking about longer-term funding matters. 
was interested in your questions or proposals that there b 
changes in the ability of municipalities in the investing an 
borrowing area. I wonder if you could tell us, first of all, 1 
more detail where you see some of those changes anc 
second, what level of borrowing are municipalities at now 
Are they at pretty close to the 20% that they are allowe 
under the Ontario Municipal Board? 


Mr Richards: It varies. If you read budget paper E 
couple of years ago, we could buy small countries out wit 
our debt capacity. If you look at individual municipalitie: 
episodics, there are some that are right up against it an 
should not be borrowing any more. There are some ver 
large ones that are doing very well debtwise; howeve 


31 JANUARY 1991 


F-365 


. Teena eee 


re is a tradeoff. You may have very low debt but very 
th taxes because you choose to charge taxes as opposed 
borrowing, and I have heard some provincial staff try to 
: debt capacity or the level of reserves as ammunition 
downloading or for not helping, but you have to look at 
entire picture plus what is coming down the road. 

To use an example close to home, the region of Peel 
; about $100 million in its reserve just for waste. We 
o know we have hundreds of millions of dollars coming 
wn the road, so are we well off or not? You have to do it 
a case-by-case basis. If you do all the aggregates, we 
ll probably be better off than the province of Ontario in 
ms of debt capacity. Our tax rates, though, are outstrip- 
1g yours annually, so it depends on where you look and 
1ose ox is being gored. 


Mrs Sullivan: You have not mentioned in your paper 
10 pays in terms of waste management and the very 
rious problems that are coming forward in terms of re- 
cling programs and the other two Rs. Where do you see 
at moving? 

_ Mr Harrison: As an association, and as I talk to my 
ends in the municipal sector, I think that there is a com- 
itment in the municipal sector—and some of these peo- 
e may disagree with me—to be the lead agency in terms 
‘waste management. We do not have a problem with the 
incept that waste management is a municipal responsibil- 
y and should be funded municipally. We are going to 
we to change, as municipalities, some of the ways we 
ind it. We are going to have to have some help, certainly 
the short term, in terms of our recycling programs. We 
we made representations in regard to ongoing provincial 
ibsidization of the recycling programs, but fundamentally 
e are satisifed that waste management is a municipal 
sponsibility. 

Mr Hopcroft: Residential, and we do not want to get 
ito hazardous wastes. We recognize that is something that 
bet to be co-ordinated on a provincial basis. I guess if I 
© add one thing it is that if we are to have that responsi- 








ility, there really needs to be some substantive change to 
ie way that waste management is handled and there is an 
verriding need for the province to be involved in terms of 
Pillations regarding things as simple as packaging to en- 
ire that in fact we do not have excessive waste going into 
lunicipal waste management systems. 

We also would, I think, state very strongly, for those 
reas that we do have an interest in, that we not be left out 
f the negotiations as we have so many times in the past 
tween the province and the industrial sector. The recycl- 
1g cost-sharing formula which is in place right now we 
eel is a perfect example where a deal was made that was 
ot to the benefit, long term or short term, of municipali- 
es and really did not have polluters paying the costs that 
rey should. 


Mrs Sullivan: So for this fiscal year, you have not 
1cluded it in here, but in fact you will be seeking funding 
) assist in the implementation of existing and future re- 
ycling programs. 

_ Mr Harrison: The existing system is that for start-up 
ecycling programs the capital costs are borne one third by 





























the municipality and one third by the private sector and 
one third by the province. The operating costs in the first 
year are 50% provincial, 50% municipal, and decreasing 
over five years to being entirely municipal. Our position is 
that we should have a new regime whereby any net operat- 
ing loss in a recycling program should be borne one third 
provincially, one third private sector and one third munici- 
pal. 


Mr Christopherson: I have no questions really. Hav- 
ing spent five years on city and regional council and being 
a former colleague of the presenters, I am clear on the 
issues. I am clear on the position of AMO. Just a state- 
ment, though, if I could to acknowledge how focused and 
clear the report is. I think in particular the members on this 
side of the committee room, if you will, are impressed 
with the fact that it is not just a question of laying out a 
whole host of demand items with a price tag on it. Cer- 
tainly there are many groups that are doing just that, and 
justified in their own right, but I think there is more that 
needs to be done between municipalities and the provincial 
government and I think they may have gotten lost in that 
kind of firestorm, if I can use that term. 

In addition to the new economic relationship which a 
lot of us made as part of our election campaign and are 
hoping to see instituted as part of the new government, is 
also a commitment to the relationship itself. I was at that 
first-ever emergency meeting as a delegate on behalf of 
Hamilton to talk about what was going on provincially and 
municipally at the time of the transfer of the police out of 
the courtrooms, all the taxes that were suddenly being 
dumped on. I think that is when we kind of reached the 
limit. 

I think that you have offered up a document that helps 
set the stage. I know that your private discussions with 
ministers and members of the cabinet are going very well 
and they are being very well received. I think you are 
feeling that too in their response to you. 

As one member of this committee and as the assistant 
to the Treasurer, as well as a former colleague, I suggest to 
you that I think you have made an excellent first formal 
step today in your presentation. You have outlined the 1S- 
sues and I hope that by the end of our term in office you 
feel that we have been able to effect the kind of changes 
that you are looking for, which I quite frankly think are 
necessary if we are going to have a proper positive future, 
especially in light of some of the other relationship prob- 
lems that we have within Canada right now. Thank you 
very much for your presentation, for your brief. 


The Chair: On behalf of the committee, I would like 
to thank you for your presentation. 


Mr Harrison: Thank you. 
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CANADIAN MANUFACTURERS’ ASSOCIATION, 
ONTARIO DIVISION 
The Chair: Our next presentation is from the Cana- 
dian Manufacturers’ Association, Ontario division, Eric G. 
Owen, director of taxation; John Marczynski, director of 
taxation, Stelco; John Carlos, director of taxation, Du Pont. 
Thank you for coming this afternoon. We are trying to 
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stick to our time limit today, half an hour for presentation 
and questions, if you would begin, please. 

Mr Owen: It is a pleasure to appear before this com- 
mittee to outline CMA Ontario’s pre-budget submission to 
the Treasurer of Ontario, and copies have been provided. 
With me today are John Marczynski, who is with Stelco. 
He is the taxation chairman of CMA Ontario. He is on my 
left. John Carlos is the director of taxation, Du Pont Can- 
ada. 

To start, I would like to point out that CMA Ontario 
represents approximately two thirds of the total national 
CMA membership and our members account for about 
75% of the total manufacturing output in this province of 
Ontario. 

The importance of the manufacturing sector in Ontario 
is reflected in the fact that manufacturers provide approxi- 
mately 35% of direct and indirect jobs in Ontario. The 
manufacturing spectrum which we represent includes, 
among others, transportation equipment, food, chemical, 
electrical and electronic products, primary metals, paper 
products, machinery and equipment, printing and a variety 
of consumer goods. Manufacturing, as I am trying to offer 
to you, is big business in Ontario. 

I would like to turn the microphone over to Mr 
Marczynski, who can outline for you what is in the the 
CMA’s pre-budget submission. 


Mr Marczynski: I would like to make a statement. 
Ontario manufacturers are facing the 1990s with the recog- 
nition that this decade will bring the toughest competition 
they have ever faced. We mean that. The globalization of 
world trade and manufacturing, the harmonization of the 
European trading system, combined with rapid technologi- 
cal change and product/process innovation will challenge 
manufacturers to adapt to changing markets. How Ontario 
manufacturers perform over this coming decade will sig- 
nificantly determine the province’s future employment 
prospects and standard of living. 

While the manufacturing sector has shown great 
strength over the latter half of the 1980s, Ontario’s relative 
competitiveness has declined over this period, and in par- 
ticular since 1986. There have been many articles, papers 
and studies performed in this area by more capable and 
knowledgeable professionals than us who have over- 
whelmingly concluded the same. This fact is based on 
Ontario’s rapidly increasing tax burden, increasing govern- 
ment intervention in all areas of business affairs, and the 
punitively high cost of capital that is determined both by 
high interest rates and the worsening tax treatment of capi- 
tal investments in Canada and in Ontario. 

For example, since the mid-1980s the deduction for 
new capital investment in Ontario manufacturing has 
moved from a significant competitive advantage to a small 
disadvantage when compared with an equivalent US man- 
ufacturer. Let me just point something out: Years ago man- 
ufacturers, prior to stage 1 of federal tax reform, could 
write their equipment off in two or three years. That has 
been moved to roughly 12 years, so you do not need a 
computer to figure out the big edge we have lost. 


It is recognized that the policy initiative of the Ontar 
government by itself has not created this situation, nor w 
it correct it alone. However, reversing these damagi 
trends and reviving Ontario’s relative competitiveness 
essential to maintaining a strong manufacturing bas 
While the free trade agreement has opened new markets 
which we can effectively compete, the removal of tra 
barriers and tariffs has resulted in investment strategi 
focusing more attention on the costs imposed by the rel 
tive tax systems on the manufacturing sector and the ir 
pact it has on the return on investment capital. 

Ontario manufacturers have demonstrated in the pe 
that they can compete and capture effectively both dome 
tic and export customers. However, the ability to contin 
to be successful is in question since the proportion of tax 
from the manufacturing sector has increased at a great 
pace since 1980 than increases in their profits. This h 
resulted in a significant drag on Ontario manufacturii 
ability to fund new technology, plants and business sy 
tems in order to even hold on to existing customers. 

Ontario manufacturers challenge the government 
adopt the goal of and be a leader in making Ontario one 
the most competitive and attractive investment destin 
tions in North America. Pursuing this objective requir 
placing a much higher priority on the competitive impac 
of all current and future legislation. Ontario manufacture 
will take the leading role in creating a more aggressi 
export-oriented manufacturing sector. However, gover 
ment policies must show a stronger commitment to t 
goal of competitiveness if a favourable climate for man 
facturing investment and production is to exist through t 
1990s. 

We believe that the following recommendations, whi 
we have made to the Treasurer of Ontario on Ontario tax 
tion policy, will help build a stronger and more compe 
tive manufacturing sector and will help promote sustain 
economic and employment growth in the 1990s. We ma 
six major recommendations to the Treasurer and I wou 
just like to read them into the record. 

The first one was to delete the Ontario current cc 
adjustment sunset clause. It was a major piece of tax legi 
lation that offset the damaging effects of federal tax 1 
forms and that is set to expire at the end of 1991. V 
would like that sunset clause removed, so that we c; 
continue investing in new capital with the support of t 
province and the taxpayers of this province. It is an inve: 
ment in our manufacturing facilities. It is an investment 
jobs. It should not be looked upon as an expenditure. 


Mr Christopherson: That is 30%? 

Mr Marczynski: Yes. 

Mr Christopherson: It was 15% and went to 30%? 
Mr Marczynski: Yes, that is right. 

The second recommendation: The Ontario and fede! 


governments should co-operate to ensure that they do n 
tax each others incentives. 

Three, no introduction of new taxes or tax increase 
There have been a lot of rumours about energy tax 
green taxes, carbon taxes, training taxes. We think the 
are other alternatives the government should be looking 
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her than putting additional burdens on a sector that is 
seding right at this point in time. 

The others are, ensure that the Fair Tax Commission 
s balanced representation, harmonize federal and provin- 
il consumption taxes, and perform a competitive impact 
alysis on all legislation. 

These are detailed in our submission. I would like to 
en it up now for your questions. 


30 

“Mr Phillips: Thank you for the presentation. I will 
ve you a personal opinion. I think this is going to be the 
sue of the 1990s, but I will give you another personal 
inion: I do not think people realize it yet, so it is going 
be very difficult for you to achieve your objectives, in 
y opinion, until the problem is clear. I think personally 
at the problem is just on the horizon, and for the country 
e are going to have to come to grips with it a very funda- 
ental issue here. With all due respect to you, there are 
her groups that are able to make their case right now a 
tt better, but I am with you on it. I really think you are 
ing to see this as a significant issue, but it is going to be 
1allenging to move on it in the short-term, I suspect. 

My questions really are these: One is that I have a 
arception that the economists do not share, that we may 
2 seeing manufacturing leaving the province and the 
untry at a significant rate. By the way, on the numbers 
ou show of 70,000, I think if you look at the numbers at 
1e end of December in manufacturing, it is 110,000. That 
; 11%, I think, of the manufacturing jobs gone over a 
2-month period.The economists tell us: “That’s just sort 
f natural attrition and what not. When the economy gets 
diling, just tramp the accelerator and away it will go.” I 
yonder if you can be of any help on whether the econo- 
iists are right that this is the case or whether we are 
eeing significant manufacturing jobs leaving the province 
nd the country. 

My second one is, again the economists have told us 
at they think the end of the recession is not far off, a 
natter of months, some time in calendar 1991. I think all 
bf us believe that, the Treasury and what not. What does 
he CMA or the CMA Ontario branch feel about that? I 
vould appreciate your comments on it. 


Mr Owen: I think it is a very interesting proposition 
hat you have said about the misunderstanding of the im- 
yortance of manufacturing in Canada and in Ontario in 
articular. We in Ontario look at manufacturing as the en- 
xine of growth. We look at manufacturing as the creation 
of wealth in Canada. 
| Mr Phillips: I agree with that. 
| Mr Owen: If, for example, you were solely to rely on 
services, it just will not happen, from the point of view that 
we will find there will be bleeding of our wealth into other 
areas and that we are not creating any further wealth in 
Canada. 

This leads to the point, and it is one of the points John 
Marczynski did make about the competitive edge for man- 
ufacturers, that I would like it on the record at this time 
that we are not asking to be equal with anybody else; we 
jwant to be better than everybody else. What I mean by that 
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is that we want to have a better competitive edge. Just 
making us equal is not good enough, because money flows 
where it is easiest, and if there is just one little edge, if the 
tax environment is equal and there is one little edge, you 
will find money will go where that little edge is. So we 
have to give Ontario manufacturers a better than even 
chance to actually respond to that. 

Looking at manufacturers leaving, indeed you are quite 
right when you say that we have said the employment fell 
70,000 in the 12 months ending in November 1990. We 
put this pre-budget submission to bed in time to get it to 
the Treasury—you must understand that—and we have 
recognized that there has been further attrition since that 
time. 

Regarding manufacturing leaving the province, yes, I 
would say manufacturing is leaving the province. It is not 
solely, however, because of free trade. A lot of people like 
to point and say, “It’s free trade.” 

Mr Phillips: I did not say that. 

Mr Owen: I know you did not, but the thing is that 
you have to look at it very closely and see where the best 
rate of return can be expected, and that is the where money 
goes. I am not suggesting that we will find manufacturers 
will just up and leave the province. They have already a 
great investment in Ontario and as such it is fallacious to 
think that they will walk away from this. That will not 
happen. However, what we are looking at here is new 
investment, and this is the key to the whole equation. 

Regarding the length of the recession, we do say here 
in the document 1991, but then from the point of view, you 
have to realize that manufacturers have been screaming the 
R word. According to Mr Wilson you do not say the R 
word, but the thing is that we have been screaming the R 
word for longer than it has been acknowledged by the 
federal government. We have been screaming the prob- 
lems of manufacturers for more than two years. 

Do any of my colleagues wish to make any comments? 


Mr Marczynski: The R word: We may be starting to 
play with the D word in certain sectors of the manufactur- 
ing community. You see what has happened in the Sault 
and— 

Mr Phillips: What sectors? 

Mr Marczynski: Steel: There are really serious prob- 
lems in that industry. We are not just talking about jobs 
moving south of the border; we are talking about compa- 
nies going bankrupt, where nothing is going anywhere. 
That is what we are dealing with. And the recession for the 
manufacturing sector started much sooner than for the rest 
of the economy. 

Mr Sutherland: My question is kind of picking up on 
Mr Phillips and talking about the significant changes that 
are going to be occurring in the next decade in manufac- 
turing. I want to focus specifically on skills development. I 
know the CMA had some representation on the Premier’s 
Council on skills development. I was wondering if you 
could give some comment as to where you think the spe- 
cific focus should be going on that. It would seem to me 
that if we are going to have manufacturing rebounding, 
then the strong emphasis is going to have to go in that way. 
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I would appreciate maybe some short-term advice, 
whether you think there are any budget implications that 
way for this year and then over the longer term. 


Mr Owen: Again, I recognize the importance of the 
question. I do not believe this group is oriented to indus- 
trial relations. Indeed, we do have a group that is looking 
at skills development. We in the manufacturing sector have 
been very very concerned over the years about the actual 
fall-off of skilled tradesmen in the manufacturing commu- 
nity. We do not wish to just have jobs where people go and 
press a button hour after hour. We are looking for enrich- 
ment. We are looking for the betterment of the standard of 
living for the manufacturing community. We do recognize 
that we are downscaling or downsizing in terms of job 
creation in manufacturing. However, this in large part re- 
lies upon technology advances and this type of thing. 


What we want to do and what we are at this time 
doing, with the development of the Premier’s Council, is 
that we have made comments on that. We also are looking 
at working with the federal government to create skills 
training programs. This is something that the Canadian 
Manufacturers’ Association is well into and we hope to 
have this on the road at least by the middle of this year. We 
hope that this will certainly encourage people in the 
schools, who will come out and recognize manufacturing 
as a viable career. This is one of the things we do believe it 
to be. I think that is the best I can say at this time. 


Mr Christopherson: A couple of questions, if I can: 
One, the OCCA that was referred to, John, that you talked 
about—since you made your presentation and I got on the 
speakers’ list, I have had a chance to read what is here. 
Maybe you could just expand on the reason here why you 
would like to see it extended, in the context that the initial 
reports I am hearing are that there was not quite the pickup 
on this that we had thought might happen. I realize you are 
suggesting that it might have been the time frame, that it is 
just not long enough for those kinds of decisions to kick 
in. I would like to hear that also for the record, because 
that is an area of discussion in the Treasury. 


Mr Carlos: Maybe I could answer that for you. We 
are talking, number one, about new capital investment and 
this is where the Ontario current cost adjustment has its 
greatest impact. The capital expenditure would be of a 
duration, depending on the size, of three to four years, 
from the time a decision would be made to invest to the 
time we have our first piece of production. 


Therefore, recognizing that time frame, if for example 
today I was going to make a decision to build a new fibres 
plant or if Stelco was going to build a new steel rolling 
mill, the investment would take quite some time. The im- 
pact of the OCCA, being sunsetted by the end of this year, 
would really have very little consequence on the invest- 
ment decision. So if I had the opportunity to invest either 
in Hamilton or in Kingston versus, let’s say, in Oklahoma 
or the state of New Jersey, I would therefore be competing 
with a similar kind of investment decision with other strat- 
egists, and they would be looking at their ability to depre- 
Ciate or write off their investment and we would be 
looking at ours, and they would have that small advantage 


that John mentioned earlier, where at one time we had 
significant advantage. 

What I am saying is, the sunset will have virtually r 
impact on major new investment if the Ontario current co 
adjustment is sunsetted by the end of 1991. 
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Mr Marczynski: It is very important. The big projec 
that companies get involved in do take that long. One « 
the problems we have here is that some business decisiot 
have been made on the basis that the OCCA would be 
30% for the future. There are some corporations that a 
very concerned right now that they have been sort of shor 
changed, because they have worked out the economics fi 
their project on that assumption and we have changed tt 
tules again midstream. 

You have to go back to why it was put in in the fir 
place, and that was basically to offset the removal of tl 
fast write-offs at the federal level. That gave Canadicz 
manufacturers a significant advantage over the US. Rig 
now the US can write its equipment off in seven years. 
probably takes us 10 to 12 under the new rules. 

It was playing a very important role. You also have 1 
realize we are going into a recession right now. I think or 
of the strategies with sunsetting it at the end of 1991 w. 
to see if we can get businesses to dig into their pockets ar 
spend in a hurry. 

There is just no cash there right now. You pick up tt 
paper every day and there is someone saying he is slashir 
his capital spending by 50% or eliminating it totally. 

With due respect to the Treasurer of Ontario, I wou 
suggest that strategy will not work right now. We need th 
in place during that period of recovery. That is going | 
take a number of years. 


Mr Owen: If I could add one comment to that, I di 
note that you referred to it during the overview, that yc 
asked the question, was it the 15% that went to 30%? Ye 
that was indeed the OCCA that we are referring to. 


However, you have to realize that it was only enacte 
into law this month under Bill 10. As such, a lot of corp 
rations, especially the big, shall we say, mother corpor: 
tions of the United States—because of the regime unde 
which they work in the United States, and perhaps some « 
the Canadian companies—would be a little more aggre: 
sive, but the American companies would not move at a 
until that was actually in law. 


What you have actually seen now is that we have not 
sunset clause on something that has been in place for thre 
years; we have a sunset clause on something that was pt 
in place as of January of this year and it is going out as « 
December this year. In other words, what we are talkin 
about is a 12-month span. That perhaps is one of the reé 
sons why the Treasurer did not see the impact of aggre: 
sive tax planning. The planning was going on, but tt 
actual investment was not going on because until it is i 
place—we are very sceptical from the point of view; w 
do not have a lot of money—we have to direct it in thos 
areas we think are the best areas. We can look along thos 
lines. 
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Mr Marczynski: One thing I would also point out the 
‘oblems in Quebec. They are really getting behind the 
anufacturing sector. They have a 100% write-off now on 
anufacturing equipment. When you get into manpower 
aining. They are not talking about slapping taxes on em- 
joyers. They are encouraging them to run training pro- 
ams and have developed a refundable tax credit system 
ere. They are also reviewing the provincial capital tax 
‘ith a view of possibly eliminating it for manufacturers. 

We have found former governments to be very sup- 
ttive of manufacturers. When Allan MacEachen and 
thers were hurting certain sectors of the manufacturing 
mmunity, the former provincial treasurers were down 
a in Ottawa telling them they were going the wrong 
ray. The OCCA was a message to the business commu- 
ity in Ontario that, “We support you, the federal govern- 
ent may not.” It is important to realize what is going on 
1 the world outside of Ontario and also to look at what 
nanufacturers are doing in Japan and Europe. In some 
ectors they are spending at twice the rate that we are here. 
‘that pace keeps up, we are going to be sliding in that you 
vill not have a manufacturing sector, a strong one anyhow. 
' Mr Christopherson: Thank you. With your indul- 
ence. Mr Chair, a quick question on the economy. Every- 
‘ody is telling us they expect the dollar to be going down 
omewhat, and who knows how much, the same with in- 
2rest rates, if that happens, nominally to the best-case sce- 
ario, but it does happen. However, if there is still a sense 
hat there is a weak economy—perhaps the war is still 
inder way; the American economy has not bottomed out 
s some feel it has—do you think that would still be 
ough of a catalyst for the manufacturers to be pulling 
ome projects or beginning to invest some of the money 
hey are currently hanging on to? 
| Mr Owen: If they are currently hanging on, it is by 
heir actual fingertips because what we are seeing, and we 
aave reflected this in the submission, is that interest costs 
re really hurting badly. We find we had a 1981-82 reces- 
sion and we were looking at leverage as being one of the 
»ig problems. People were going bankrupt all the time 
vecause of the high interest costs which were due and it 
was not dividends versus interest. We did see a great 
amount of restructuring since that time. However, it still is 
not as, shall we say, healthy as it was. There is still a lot of 
‘everage out there. It is nigh impossible to get equity funds 


‘ 


hese days. People still have to go out and look for lever- 
age funds. 

Looking at the interest costs, according to our calcula- 
‘ions, the costs now amount to 2.8% of total manufacturers 
Operating expenses, compared to 1.8% in the fourth quar- 
ver of 1987. That is very considerable. Also, looking at this 
from the point of view that this has reduced our profits and 
2ash-flow and our ability to invest, we are hanging on by 
our fingertips along those lines. 

The Canadian dollar, we again have reflected and re- 
ferred to this in here, we do believe is now worth, in US 
dollars, about, 77 cents in terms of its true economic pur- 
chasing power. We look at this and we say if that is the 
case and it is only 77 cents, this is the equivalent of a 12% 
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export tax or indeed for imports coming into the country, a 
12% discount on imports coming into the country. I do not 
know any Canadian who manufactures imports coming 
into Canada. We have to look very, very closely at the jobs 
that are in Canada. We have to make sure our ability to 
compete with the exports in the global economy is there. 
We have to look at it very, very closely. 

Mr Marczynski mentioned Quebec as being one of our 
major competitors. This is something we do not look at. 
Perhaps something that is not apparent right now is that 
Quebec has been the first Canadian province to harmonize 
its consumption taxes with the federal government. Where 
we in Ontario will be able to take back from a GST, for the 
point of manufacturing, seven percentage points, in 1982 
Quebec will have a 15-point edge whereas we only have 
seven. This is a further eight-percentage-point widening. 
We cannot afford that; if we want the jobs to go to Quebec, 
that is fine, just stay where we are, but from the point of 
view of wanting to keep the jobs, which we do believe we 
want to keep the jobs in Ontario. We have a very good 
province of Ontario. Over the years we have had a very 
good life here. Let’s keep this. 

We challenge, in our paper here, the Ontario govern- 
ment to be a partner with us because this is something we 
do believe in. We believe what we are looking for is to 
align our resources, to look at manufacturing as the engine 
of growth—spend on offence. We as Canadians see this all 
the time. We see Canadians saying: “We are not very ag- 
gressive. Let’s start being aggressive.” These are some of 
the things that we are starting to do. Let’s make govern- 
ments competitive. These are the things we are looking at. 
We are looking at an environment in which interest rates 
are low, savings rates are high, government expenditures 
are in balance and the tax system makes industrial restruc- 
turing feasible and attractive. This is what we want. This is 
what we hope the new government of Ontario will really 
take to heart and that it will look at the jobs that can be 
created, the standard of living that not only can be main- 
tained but also increased and take into consideration those 
people who are feeling the burden of the recession right 
now. It is bad out there. You do not have to tell us it is bad. 
We know it. 

This is what we want to offset as well. 

1450 

Ms M. Ward: I appreciate your comments about the 
interest rates and the exchange rate. That may be part of 
your answer to the question I am going to ask. 

I was struck by two comments made a little time apart 
that sort of took me down memory lane to about 1987 or 
so. You were talking about manufacturing leaving the 
province and saying it is not all due to free trade. I appreci- 
ate it is not all due to free trade. 

Then you mentioned that we might actually be in a 
depression in some areas; you mentioned steel. What I was 
remembering then was that the big selling feature of the 
free trade agreement when it first started to be talked about 
was the steel industry, that we had to have the free trade 
agreement to save the steel industry. 
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I am wondering if you can answer, what went wrong? 
What is the cause of the problem in the steel industry 
today? 

Mr Marczynski: There are a number of problems that 
have nothing to do with the free trade agreement. 


Ms M. Ward: It was supposed to save it. That is why 
I am asking the question. 

Mr Marczynski: The US market is very important 
to our industry. Right now, because of the exchange rate, 
it is hard to access that market. You lose your edge right 
there. 

The Americans have supported their industry quite 
well there. They have laundered them through the chap- 
ter 11 bankruptcy proceedings. They have the conces- 
sions they need from their state and local governments, 
from their employees and they are very competitive 
right now. Unless the dollars drops in value, it is very 
difficult for our industry to access that market. 

But just worldwide, globally, there is an excess sup- 
ply of steel out there. The steel industry cannot get the 
price increases. Our costs keep going up. It is just a 
continual squeeze. That is the fundamental problem. 

There is a glut of steel out there. There are a lot of 
Third World countries that have come on the scene 
building steel mills, not worrying about the economics 
of supply, demand, price and competition. They just 
subsidize them. They wanted a steel industry and they 
dumped all this steel into North America. That is the 
problem. ; 

The free trade was going to help us maybe to access 
that market in the States that was very important to us. 

Ms M. Ward: It was planned to be sort of a saviour, 
the dollar. 

Mr Marczynski: Yes, the dollar is the big thing 
right now. 

Mr Carlos: If I could add something from a per- 
sonal perspective, this would be from a Dupont perspec- 
tive. We made certain investment decisions anticipating 
the free trade agreement or something like it would 
come some day, and we were very successful in compet- 
ing with other investment decisions around the world 
and put some investments in place. Now we are bearing 
the fruits of them. If you look at the numbers that are 
coming out the pot right now, even though many of our 
markets are very weak right now our strongest segment 
is in fact in exports. We have tremendous increases in 
our exports primarily to the US. That was because of 
investment decisions we made a number of years ago. 

Now we want to be able to compete for the next 
series of investments. That is where the problem arises. 
As you look at the global pie for investment, we have to 
compete with everyone else out there. As the barriers to 
trade fall down and tariffs fall down and other things 
fall down, the strategists’ focus goes right to the tax 
system and it becomes a very important, strategic aspect 
of the decision-making process. 

The steel folk and the chemical folk have done very 
well competing with the best in the world in developing 
technology, converting technology into good-quality 


products, servicing our customers very well, but if at 
system keeps increasing and the bite of the fruits of ¢ 
labour are not piled back into plants, machinery, equ 
ment and new technology we might as well just join t 
caravan going south. 

Ms M. Ward: So you think we do not really hav 
completely free access, there are some barriers. 


Mr Marczynski: The whole problem there with C 
nadian steel producers trying to ship their produ 
south—we had modernized our plants, we were ve 
efficient, etc. The US steel industry was really bleedi 
in the 1980s. The fallout there was much more drama 
than what we experienced in the 1981-82 recessi 
There were massive plant shutdowns only because th 
did not stay world class like the Canadian steel indust 
The Canadian steel industry did much better than the | 
in getting out of the recession, so the Americans 
very protectionist and they wanted to put voluntary 
straint agreements on the Canadian steel industry. ' 
lobbied against those effectively. Washington agreed 
exempt Canada from the voluntary restraint agreeme 
but we needed the free trade agreement to help sort 
settle some of the trade disputes to leave the door of 
for us to continue shipping into the States. What | 
taken over now are broader economic forces that are 1 
necessarily determined here in Canada and Japan, but 
over the world. Why do we have the dollar where it 
Why are interest rates so high here? It is a very comp. 
thing we are dealing with. 


The Chair: We are really running behind time. 
we could sort of wrap this up. 


Mr Owen: May I make one comment, please, - 
Chairman. We are distressed about what is happening 
Algoma, for example, no doubt at all about that. We 
not want a live example of the efficacy or the primé 
of manufacturing within the framework of a communi 
What we are saying is, and I have said this to | 
Christopherson, we are going to see downsizing witl 
the manufacturing community. I did make that comm 
there. 

However, what I have to say is that the service sp 
off from the manufacturing more than offsets some 
the job losses within the framework of the manufact 
ing, and this is what we have to look at as the wea 
creator and as the service organizations which are clit 
ing together with the manufacturing community. It is 
interdependence; it is not a dependence, it is an inter 
pendence. I think Algoma, sad as this may seem, 
going to show that the interdependence is there and 1 
only will we lose the 7,000 jobs if Algoma does go, | 
you will find all of the other peripheral jobs for | 
service industry, the small retail stores and all this, 
belly up as well and that is a sad state of affairs. Thi: 
do believe, shows the primacy and the wants of fut 
wealth development within the manufacturing comn 
nity. | 

The Chair: Okay, I think we should wrap up w 
that and any further questions maybe you could addr 
later. Thank you for your presentation this afternoon. 
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TORONTO BOARD OF EDUCATION 


~The Chair: I would like to call on the Toronto Board 
Education; Beare Weatherup, chair; Tam Goossen, vice- 
air; Ann Vanstone, chair of the education finance com- 
ttee, and Ron Trbovich, comptroller of finance. 

Thank you for coming. Again, we would like to try to 

ck as close to the half-hour presentation time as we can. 
now the onus of responsibility for that is on the commit- 
» members as it is on you to give expedited answers. All 
t? 
Mr Weatherup: We do appreciate the opportunity to 
esent our views to the standing committee here in re- 
ect of the forthcoming budget of the Ontario govern- 
ent. It is safe to say that our board and our ratepayers are 
Ty optimistic because during the provincial election 
mpaign we know very well the New Democrats were 
ying— 

Interjections. 

Mr Weatherup: Well, we still like it. They said: 

“New Democrats propose raising the provincial share 
‘education costs to 60% over five years, providing a 
lid base for a better education system and lifting some of 
e load off property taxes. The cost of this initiative over 
e€ next two years would be $1.5 billion.” 

Premier Bob Rae in his 30 August 1990 response to the 
jair of the Metropolitan Toronto School Board, in re- 
honse to a questionnaire we sent him, said, “New Demo- 
im would seek to restore Metro’s funding to at least the 
81 level of 21%.” He added that: “An NDP government 
ould increase the per-pupil grants. Given that 90% of the 
ublic school boards spent more than the ceilings set by 
\e provincial government, New Democrats believe that it 
time to establish more realistic ceilings.” 

During the election campaign, Premier Bob spoke 
out a number of other issues, the most important of 
*hich was the question of integrity. We feel that the To- 
mto Board of Education and its ratepayers expect the 
remier and his government to keep that promise and 
llow time for a full consultation with the educational 
ommunity. 

In taking this position, we acknowledge that the pro- 
incial government is faced with an unforeseen deficit, a 
eepening recession and the resulting increased public ex- 
enditures such as welfare and falling provincial revenues 
cause of increased unemployment. Given this reality, we 
xpect the Treasurer to set a budget that is fiscally respon- 
ible while at the same time addressing the needs of those 
10st directly affected by the recession. 

As school trustees, we will also be prudent in setting 
ur budget, being mindful that many of our property tax- 
ayers are also facing harsh economic circumstances. In 
act, | was at a meeting this morning where a young Portu- 
uese student, who is 15, was requesting permission to 
save school. Her father was unemployed. they face a 
ombined mortgage bill and tax bill of $3,000 a month. 
here was nothing I could do. We wanted to keep her in 
chool but she felt her duty towards the family was to go 
jut and work. 












I think that when you have to go through that on a 
regular basis, you realize the pressure the property tax puts 
on people, and it does not measure their ability to pay. We 
do have a concern and we are sure you are concerned 
when you look at the budget. 


Ms Vanstone: In November 1989 the then Treasurer 
of Ontario announced an 8.7% increase or $363 million 
more in operating grants to school boards for 1991. That 
announcement was very short on specifics and for good 
reason. The Treasurer knew that the transfer payment was 
inadequate and the school boards across the province 
would be expected to increase their mill rates on average 
by 12%, and school boards did so in response to the lim- 
ited or no funding for inflation, enrolment growth, the em- 
ployer health care tax, pay equity and other costly 
provincially mandated initiatives. You have heard school 
boards complaining about this for the last little while. 

The Ontario Public School Boards’ Association has 
stated that Ontario school boards need at least an 11% 
increase in operating grants from the provincial govern- 
ment, or $500 million more in 1991. Anything less will 
surely result in a third straight year of double-digit mill 
rate increases across Ontario. 

Education cost escalation factors are well known. 
Province-wide enrolment will increase by 1.9%, necessi- 
tating the hiring of more teachers. Average teacher contract 
settlements are approximately 6.3%. Inflation is in the 
order of 4.5%. The federal goods and services tax will 
increase school boards’ expenditures by 1.2%. Increased 
immigration will increase English-language instruction 
costs, which will likely rise to more than $55 million. Pay 
equity calls for a rise substantially over the next two years, 
including the appropriate funding of internal equity issues. 
All of these factors and more will apply in the trustees’ 
consideration of the Toronto Board of Education’s budget. 

For example, each year Metropolitan Toronto receives 
nearly 25% of all immigrants who choose Canada as their 
new home. Many of these families and their children be- 
come part of our school communities in the city of To- 
ronto. The cost in teachers’ salaries alone to deliver 
English-as-a-second-language programs is in excess of 
$20 million a year. As immigration accelerates in response 
to federal initiatives, these costs will continue to rise dra- 
matically. Without federal and provincial support, Toronto 
property taxpayers will continue to fund these extraordi- 
nary costs. 

When the 1991-92 transfer payment announcement is 
finally made, we expect the Treasurer of Ontario and the 
Minister of Education to fully disclose the impact of the 
increase in operating grants on school board mill rates. In 
the interests of public accountability and integrity, it is the 
least we can expect from the provincial government. 

In the past two years, the province has contributed less 
than three fifths of 1% to the Metropolitan Toronto School 
Board’s budget. Metro’s budget in 1990 amounted to ap- 
proximately $1.9 billion. The Toronto board’s share of that 
budget was $516 million. Last year, the Toronto board held 
its mill rate increase to 10.8%—the provincial average was 
12%—but only after significantly cutting its operating and 
capital budgets. It is likely for 1991 that Metropolitan 
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Toronto public school boards will again receive no finan- 
cial operating grants or capital grants. In other words, the 
entire cost of public education in Metropolitan Toronto 
will continue to be borne by the property taxpayers of its 
eight public school boards. 

It is the position of the Toronto Board of Education that 
the province has forced it to rely upon the property tax as 
the sole source of revenue to fund its educational programs 
and services. This provincial action discriminates against 
the public school taxpayers of Toronto. It is unfair. We 
agree with the new government that the general legislative 
grant formula is broken. It was never intended that the cost 
of education should be solely borne by property taxpayers. 
The funding of education requires a major overhaul. 

Toronto taxpayers have contributed hundreds of mil- 
lions of dollars to the province’s consolidated revenue 
fund in the form of consumption and income taxes. The 
province has a duty to return some of these taxes to 
Toronto’s public education system in the form of operating 
and capital grants, and through a mechanism that provides 
direct relief to property taxpayers. 

It is recognized that meaningful reform of the educa- 
tion finance system will take time, effort, consultation and 
support. The Toronto Board of Education is fully commit- 
ted to this effort and wishes to participate fully with the 
province by contributing its ideas and expertise. In the 
interim, the Toronto Board of Education must deal with its 
property tax system, which is undergoing a number of de- 
velopments and which is beset with serious problems. 


Ms Goossen: The Metropolitan Toronto School Board 
has the largest tax base of any school board in Ontario. 
Relatively speaking, we are commercial-assessment rich. 
To a limited extent, this allows the MTSB to have the 
highest per-pupil expenditure in all of Ontario. So it should 
surprise no one that the Toronto public education system is 
considered one of the very best urban education systems in 
all of North America. 

Toronto’s public education system has many achieve- 
ments. For example: pioneered the benchmarks program 
that documents a student’s progress to parents; a leader in 
curriculum development in respect of race relations, drug 
and AIDS education and other program areas; initiated ju- 
nior kindergarten and full-day senior kindergarten pro- 
grams; pilot project on destreaming; started heritage 
language and ESL programs; initiated day cares in schools; 
developed a successful special education program; intro- 
duced inner-city programs; maintains high standards for 
schools that are safe, clean, healthy learning environments; 
developed alternative schools and programs throughout the 
system to meet the individual needs of our students. 

We are very proud of the achievements of our students 
and teachers, but it should be made very clear that a qual- 
ity education system comes at a price. In this regard, every 
expenditure of the Toronto board is geared to achieving 
excellence in the classroom to graduate students who are 
critical thinkers, lifelong learners and major contributors to 
the social, economic and political fabric of this province. 

In order to sustain our programs and achieve these re- 
sults, we must be assured of an appropriate level of fund- 
ing. We have grave concerns about our property tax base, 


our only source of funding. Toronto’s property tax base 
not grown at the same rate as the provincial average of 
to 4% for the past few years. To illustrate that, between 
years 1986 and 1990 the growth varies from a low of 1. 
to a high of 2.8%, and in 1990-91 the growth was o 
1.2%. 
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While new assessment dollars have been added to 
tax rolls, these increases have been eroded through los 
in commercial and industrial assessment appeals. Resid 
tial property taxpayers in Toronto have had to bear 
creased taxes that otherwise would have been borne 
corporate ratepayers who successfully appealed their 
assessments. In any event, real growth in Toronto’s pt 
erty tax base has been less than the provincial average, 
our residential ratepayers have been hard hit as a resul 
is interesting to note that, with coterminous pooling, 
Metropolitan Roman Catholic Separate School Board’s 
sessment base grew by 6% in 1989-90 and 9.8% in 19 
91, 

Beyond this, our property tax system is riddled \ 
inequities. For example, property taxes on rental ap 
ments range from three times to six times the average 
burden on single-family homes. Commercial and indust 
properties are assessed at a lower rate of market value t 
apartments. The bottom line is that property taxes on ap 
ments are passed directly through to tenants as part of t 
rents. It is a hidden and unfair form of taxation. 

Metropolitan Toronto council’s market-value-based 
assessment scheme is scheduled for implementatior 
1993. In the Toronto Board of Education’s view, 
scheme is badly flawed and will further exacerbate ine 
ties within and between property classes. The Torc 
Board requests that the Ontario government take no si 
to implement Metropolitan Toronto council’s reassessn 
scheme, but instead that it be referred to the Fair Tax C 
mission for study, along with other proposals to ref 
property taxation in Metropolitan Toronto. 

This recommendation is premised on the legitimate 
sumption that public education will have a representa 
on the commission. It should be noted that the Tore 
Board of Education has the largest stake in the property 
base, whereby education costs account for more than 3 
of the property tax bill levied in the city of Toronto. 
resent the fact that our board has not been consulted 
Metropolitan Toronto council nor the province in the 
view of our property tax system. We expect that to chan 

The Toronto Board of Education is very concert 
about the number of successful appeals of the prop 
assessments of large corporations. These corporations 
afford to hire expert consultants and lawyers to re¢ 
their property tax contributions. These successful app 
over the last dozen years have had the effect of reduc 
the overall tax burden of the commercial property tax c 
and shifting the taxes forgone through successful app 
to all other ratepayers. 

This trend must be stopped, indeed reversed. For 
first time, the Toronto Board of Education has appealec 
property assessments of ten large commercial enterpt! 
in the city of Toronto as being assessed too low. We in! 


31 JANUARY 1991 


F-373 


(SS sSsaoa—wu—s—s—s—s—)0——oo 


prosecute these appeals to restore their assessments to 
els where these corporate property owners are paying 
ir fair share. The SkyDome, the Toronto Star building, 
Eaton Centre, the Toronto-Dominion Bank towers, 
st Canadian Place and the Dufferin Mall are some of the 
yperties whose assessments we have appealed. 

As well, the Toronto Board of Education views with 
acern the property tax burden on low- and moderate-in- 
ne families, seniors and other people on fixed incomes. 
The province provides two measures to help offset the 
rden of property taxes on these groups: the Ontario tax 
idits claimable as part of the federal income tax return 
d Ontario’s property tax grant for seniors. Since the pre- 
yus government took office, the Treasurer had not ad- 
sted the Ontario tax credit provision to reflect the 
vreasing magnitude of the property tax in personal bud- 
t terms. While the Ontario property tax grant for seniors 
is increased in 1985 from $500 to $600, today this 
hount is woefully inadequate. 

The Toronto Board of Education strongly recommends 
at this Treasurer increase to realistic levels, without 
lay, the Ontario tax credits and grants for seniors and 
w- and moderate-income families. 


Mr Weatherup: In an article in the Globe and Mail, 
iJanuary 1991, the Minister of Education indicated “that 
2 government wants to find a way of controlling discre- 
wary spending by local school boards as part of its move 
60%” funding. “The government must be sure that we 
ive some control over our costs. We can’t be saying that 
2’ll go ahead and increase up to any amount that they 
‘cide to spend.” 
: The Toronto Board of Education is concerned that in 
oving the province’s rate of support for the cost of edu- 
ition from its current level of 41.7% to 60%, the govern- 
ent may attempt to introduce two measures that will 
gnificantly undermine a local board’s autonomy. One 
ich measure is the imposition of province-wide expendi- 
Te controls. A second one is likely some form of prov- 
ce-wide pooling of corporate assessment. 
_ Expenditure controls were imposed in the early 1970s 
id did not work. They were crude instruments, insensi- 
ve to local conditions and needs. Similarly, pooling cor- 
orate assessment and redistributing it among the 
isessment-poor boards in the name of achieving 60% 
‘ovincial rate of support is a sham similar to that now 
psc by Premier Vander Zalm in British Columbia. 
orporate property taxes are local taxes and should remain 
‘ith local municipalities and school boards. By reducing a 
shool board’s access to its local tax base, local autonomy 
Mg accountability are severely compromised. Beyond this, 
ie quality of education programs in Toronto and its ability 
) be innovative will be seriously eroded. 

In pursuing a fair education finance system, we should 
e seeking new solutions. There is sufficient evidence that 
¢ old ideas of draconian proportions, such as expenditure 
ontrols and pooling, do not work. We must first agree on 
1¢ fundamental principles and objectives of an ideal edu- 
ation funding system before attaching ourselves to those 
utdated ideas. 





























Ms Vanstone: The next section is on capital needs of 
our school board. You will note at the top of page 8 a list 
of projects that will be coming up in the next few years. It 
is usually considered that the city of Toronto is a fully 
developed city. In the last several years, most capital pro- 
grams have gone to Scarborough, which has been a growth 
board, and most of Metro’s capital dollars have gone that 
way. 

You will note under “A” a list of new developments in 
the downtown Toronto core. I would point out, although it 
is not pointed out here, to give you some idea of the scope, 
we are creating in downtown Toronto a community the 
size of Barrie. Barrie has 14 elementary schools and sev- 
eral secondary schools. Those are just new developments. 

The board has also defined substantial accommodation 
requirements in various schools across the system which at 
a minimum will require 117 rooms by 1994. These are 
critical needs. Average annual requirement over the next 
four years, $5 million. 

All-day kindergarten: That was an announcement by 
the province a couple of years ago. We knew we did not 
have room. However, we have done an assessment of it 
now and you will see we have identified a requirement for 
133 classrooms. If we do not do the all-day kindergartens 
until 1994, the number of classrooms would increase to 
200. In a three-year phase-in period, $33 million. 

Child care: A 1989-90 evaluation of the child care fa- 
cilities has identified 16 elementary and 19 secondary 
schools which do not provide child care. Bill 30, which 
may receive royal assent in 1991, would permit boards to 
provide child care facilities, presumably out of property 
taxes as well. For an initial phase, it is proposed that 
schools without child care facilities introduce this program 
over a two-year period at an annual cost of approximately 
$9 million. In addition, there are 80 child care facilities 
presently located in substandard spaces—for example, 
basements, play spaces and storage areas—which should 
be relocated. If this was addressed over a five-year period, 
the annual cost would be $8 million. 

School sites: In order to address the number of spaces 
required, it is estimated that approximately 50 acres will be 
required. This is estimated at $325 million, and if a 10- 
year program of land acquisition was contemplated, this 
would require $32.5 million a year. 

Our buildings are very old in the city of Toronto. That 
is becoming the case in all of Metropolitan Toronto. A 
modest renovation/replacement program would include a 
complete replacement every 100 years, together with 
major renovations every 35 years and minor renovations 
every 20 years, at a cost of $19.5 million, $12.3 million 
and $3.9 million. Therefore, the total annual requirement 
for this item would be $35.7 million. This would not ad- 
dress the current backlog, estimated at $240 million. To 
address this backlog, a yearly requirement is estimated at 
$6.8 million. 

If both of the above programs were introduced, the 
requirement identified to the board in 1988 for additional 
funding for maintenance needs would be addressed, that is, 
$6 million annually. It will also address the funding cur- 
rently identified in the Metropolitan Toronto School Board 
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capital building program of roof restructuring and thermal 
upgrade under the category “‘advanced renovations.” 
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Building codes and safety standards: For the past few 
years, projects such as fire safety improvements and bar- 
rier-free access have been identified on the Metropolitan 
Toronto School Board capital program with a requirement 
of approximately $3.5 million. It is proposed to continue 
these initiatives, with an average yearly requirement of 
$3.5 million. 

The annual capital requirement for the next two years 
is $180.1 million, declining slightly thereafter for the next 
eight years. The total capital program for required pupil 
places is $968 million, together with an ongoing need of 
$46 million annually for renovation, replacement and 
building code and safety standards. 


Mr Weatherup: In conclusion, the public education 
system of this province is the only system charged with 
providing universally accessible educational opportunities 
for all learners, regardless of their ethnic, racial or cultural 
backgrounds, social or economic status, age, individual ex- 
ceptionality or religious preference. This mandate is cru- 
cial in a democratic society. This mandate requires special 
recognition for public education within the province’s edu- 
cation funding scheme. The government must understand 
that it cannot separate the question of financing education 
from the issue of quality programs without destroying the 
very fabric of our public education system. 

Since 1975, we have seen an annual decline in the 
province’s rate of financial support for public education in 
Metropolitan Toronto. For too long, the local boards, the 
local property taxpayers and parents have quietly worried 
about this trend. The Toronto Board of Education will 
work with the province in developing a new funding 
model for education. In this challenge, we will be open- 
minded and responsive to new ideas. We will participate in 
the consultative process and press for positive changes. We 
will always keep foremost the ultimate purpose of this 
exercise: to meet the individual needs of all our learners. 

The Chair: Thank you. I have a question from Mr 
Phillips. 

Mr Phillips: I appreciate the brief. It is carefully 
crafted. As I have said to other education groups, I am very 
familiar with this because I was hounded during the cam- 
paign. These promises were made and I think they resulted 
in the election of several provincial members and therefore 
the defeat of others. I see Mr Silipo, who is probably very 
anxiously awaiting the announcement of the general legis- 
lative grants and what not, particularly given the year that 
it is, with the election coming up and things like that. 

My question really, I guess, is two- or three-fold. Yes- 
terday there was a group here and there was a Metro 
trustee here actually, speaking— 


Ms Vanstone: It must have been the Ontario Public 
School Boards’ Association. 

Mr Phillips: Yes. I will ask all my questions, because 
the Chairman normally only allows one question. I will try 
to get all my questions—a multifaceted question. One is 
the 21% to the Metro public board. I am interested that 


you do not, in your brief, expect a lot of progress to 
made this year in that. I am just wondering what the | 
pectation of the Toronto board is of the timetable for g 
ting to the 21% for the Metro board. 

The second thing is that the minister was here the of 
day announcing that the 60% funding that they are go 
to move to will include capital and teachers’ pensions. § 
announced that that is the platform she ran on in the el 
tion. That was a totally different definition than the deb 
I have had with my colleagues, or my opposition. I am j 
wondering what the Toronto board’s interpretation | 
been, because as I say, that will come as quite a surprise 
the teachers and the taxpayers, who were expecting so 
significant changes. 

I guess the last question is just, I appreciate your co 
ment here on ceilings, because that was the third kind 
surprise to me, that it would be 60% of something 
minister determined as opposed to 60% of what the sch 
board would say. 

Just in closing, in case I do not get a chance to say | 
have said this many times publicly. The city of Toro 
school board has really made a major contribution edu 
tionally in Canada. There is no question of that, in- 
opinion. I think I have said that perhaps to certain of y 
If you look at the accomplishments of the Toronto sch 
board, it is an innovative board, it has some courage, an 
has had for at least 20 years that I am familiar with. S$ 
wanted to compliment the board again when I hav 
chance to do so publicly, because I think it has historic: 
and continues to do a first-class job. But maybe you | 
return to those questions, Mr Chairman. 

Mr Weatherup: Okay, I will try to answer the f 
part. I guess the 21% and the 60% are linked because 
some extent, we have used those numbers to get to w 
we want, more of a process we want to get to, and that 
until you decide what the fundamental principles and 
jectives of the school system are and what you want to 
it is very difficult to set. We argue around programs, 
what I would say, you have to set—and in our brief, I th 
it is on page 9, we talk about what the fundamental prir 
ples and objectives of the education system are. After | 
do that, then you can set grant ceilings that vary ff 
jurisdiction to jurisdiction. 

Clearly in Toronto, where you have a big inner- 
population and an ESL population, you might have a « 
ferent ceiling than you would have in another jurisdict 
where they might not have those needs, or have differ 
needs. So there is a sort of a process. 

Then you go into the grant ceilings and after that | 
can get into the percentages question. But I think the gc 
and this is certainly the direction we are asking the pr 
ince to go in, is to look at those things, because we are 
interested in the British Columbia solution where Prem 
Vander Zalm said: “Yes, we’ll give you 60%. We’ll sim 
take away all your commercial assessment and we 
going to give it back to you.” We are not particularly in 
ested in getting back what we already have, when in | 
Our arguments are that the province should be lookin; 
the entire system of education funding when it look: 
that and then get to setting realistic grant ceilings 1 
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ually meet the actual local need, and that is where the 
yut from local boards is very important. 

The question of whether it should be 21% of 60% or 
% or 62% is very difficult to comment on, as long as 
ise sorts of principles that I have talked about are taken 
0 account. 


Ms Vanstone: Yes. Picking up on that, I would agree. 
nenever you say 60%, it begs the question, “Sixty per 
at of what?” Twenty-one per cent begs the question, 
wenty-one per cent of what?” Every group that has lost 
ading of education—and you certainly know, Gerry— 
- the last many years has said there has to be a realistic 
praisal of the ceilings or indeed what should be included 
the costs of education in the province of Ontario. Cer- 
nly, as Beare says, the costs are very different. In Red 
ke, the school boards need to have teacherages and that 
ppens throughout the north. We do not need that in the 
y of Toronto, but with a large multicultural population 
> have to operate heritage language programs. 

So the needs differ and the kind of ceilings that are 
visaged have to be site-specific, if you like. I was sur- 
ised as well to see the minister’s comment about 60% 
cluding capital and teachers’ pensions. At least with the 
rmer government it was only future pensions that were 
ddenly lumped in with the operating costs. Now we have 
pital in there as well. 

_ When the government did reach a high of funding that 
yelieve was 61%, not 60%, and it was before I was in this 
Isiness except as a parent, it was operating. It did not 
clude capital and it did not include teachers’ pensions. It 
‘as 60% of operating, so if one is going to go back to the 
)-40 or even think about it, he has to be comparing ap- 
es with apples, not apples with oranges. We started 
langing the apple into something else a year ago and now 
seems to be changing even further into a completely 
ifferent fruit. 


| Mr Phillips: I want to just comment on the answer. 


_ The Chair: Excuse me. We have four more presenta- 
ons and they are all half an hour. 


_ Mr Phillips: I do not think there is any way that you 
‘ill get away with it and I think in one sense you have to 
yell it out very clearly. It was extremely clear within your 
locuments. You have the 41.7%, which did not include 
ensions, did not include capital, so it is going to be very 
ough, I think, if I can be completely honest with you, for 
je new government to argue anything different. 























Mr B. Ward: But you are willing to work with us? 


Mr Phillips: No. I am sensitive because the Premier 
/as Called a liar in the campaign. 


The Chair: Excuse me. I am going to rule this out of 
tder because this is not the time or place for politics. We 
ave a lot of presentations to go and I would like to thank 
1€ presenters for coming and making this presentation. 


Mr Weatherup: I would like to thank you for having 
$ and we look forward to working with you. 
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The Chair: Our next presentation is the Ontario Arts 
Council, Nalini Stewart, chair. 

Ms Stewart: Thank you, Mr Chairman. I would like 
to first introduce the people I brought with me. I will start 
with Daryl Novak, director of administration, Norman 
Walford, executive director of the Ontario Arts Council, 
and my board member, Michael Rayner, a partner with 
Deloitte and Touche who is also a former Comptroller 
General of Canada. I mention that so that if you give us 
more money you can feel quite safe that it is in good 
hands. 

Thank you very much for inviting us to do this. I do 
not think we have ever done this before—I certainly have 
not—so we are very pleased to be here. I have no formal 
brief, but we did give a short handout that I believe was 
given to all of you this morning. What I would like to do is 
just talk about the general arts environment and then leave 
lots of time for questions. I would also, before I start, like 
to thank all of you for the mention of the Ontario Arts 
Council in the throne speech, which was like a message of 
hope through the whole arts community, and I would also 
like to say how pleased we are with the NDP policy paper, 
Work of Art, which is a bit old. It was written in 1984, 
however we still agree with all the sentiments and I hope 
that you people will continue with that. 

I talk about the arts environment today in 1991. The 
Ontario Arts Council is 27 years old. In 27 years, Ontario 
today has more than 50% of English-speaking artists right 
here in this 100-mile area around Toronto. 

Our writers are on international best-seller lists all over 
the world. Our dancers are also considered the best all over 
the world. Seven, eight years ago, even five years ago, 
nobody saw our films, and starting about four years ago 
our films started winning awards in Berlin and at Cannes 
and we started being noticed. The National Film Board’s 
shorts were always noticed, but our feature films have be- 
come also in the top league. 

Our theatre is in the top league. I go to a lot of theatre 
and I saw one recently, King Lear, that had come from a 
top company in England. I had been to Stratford just the 
week before and seen Macbeth and I came back and I 
thought our company was really just as good. Mr Phillips 
has heard me say a lot of these things before, but I con- 
tinue with this message because I believe in it so strongly. 
Because the best English-speaking artists are in Ontario, 
we can feel proud of what they are doing. The money that 
has been put by governments, in the past 27 years by the 
Ontario Arts Council and 30 years with the Canada Coun- 
cil, not one cent of that money has been wasted, because 
we have seen the results. 

They have added value to our lives in so many other 
ways. They have certainly helped the economy because 
every time people go to an arts event, they go to a restau- 
rant before, they take taxis and they hire baby-sitters or 
they pay parking, so it helps the economy. 

Our artists are better educated. We have in our package 
here—it is not in that handout but it is a package here that 
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we will give you—some figures that they are better edu- 
cated than the average person in Ontario but they earn less 
than the average person in Ontario. In terms of what is 
happening in the world today with identity and free trade, 
our artists have defined who we are in terms of Canadians 
thinking up. an identity for ourselves. Our artists tell us 
who we are and they tell us who we are in a really elo- 
quent way. 

In terms of the artistic community, any time artists 
move into an area, the value of that area goes up. Now, 
which other group in society do we have where every time 
they move somewhere, whether it is Yorkville or Queen 
Street or whatever, because they create original products, 
they improve the area they are in? 

Having done all this for us, today the artistic commu- 
nity is suffering really badly. In 1988 we presented a report 
to the government saying that we needed more money, and 
maybe we asked for too much money at that time, but 
everything that we predicted is coming true now. One by 
one the theatre companies are closing, our dance compa- 
nies are cutting back on their number of weeks, our artists 
are leaving Toronto. Many of you will say: “That’s fine. 
That’s okay if they leave Toronto. Let them go to 
Flesherton,” which they are, or Hamilton. That is okay, but 
many artists are also leaving the profession and that is not 
okay, because if they are no longer artists because they feel 
they just cannot support themselves, then I think that we 
really lose quite a lot. 

So what I am trying to do is talk to members of Parlia- 
ment, trying to talk to people one-on-one as much as I can 
and say to them that we at the Ontario Arts Council are 
very aware of the economy. We follow it all very carefully 
and very closely. We know all the problems with the gov- 
ernment, but what we are saying is, the amount of money 
that the arts need compared to other sectors is really not 
very much. 

We are asking for an increase of $11 million in our 
base for this year. I will take you through in a second. I 
know it sounds like a lot and I know that the deficit is 
large, but when you look at the value added and when you 
look at the national identity and when you look at how 
important it is and how it helps the spirit and how you 
need bread—this is a cliché—but you need bread, you 
need roses. But we do need all these things and more so 
than ever now in Ontario and in Canada. I think we need to 
know who we are, and it is not wasted money, because for 
every dollar that goes into the arts, there is $10 of volun- 
teer effort that goes into the arts. 

The artists themselves subsidize half of what we do 
and they give back so much. I am not trying to put any 
other sector of society down, but at the moment we do not 
have any artists on the welfare rolls and we do not find 
them in mental hospitals and we do not find them in pris- 
ons. You do not find them in places where they are not 
helping society. I really strongly believe that artists give so 
much to our society that the little we do for them, we gain 
so much back. 

Maybe before I go through this I would like to turn 
over to Michael Rayner and maybe he can say a few 
things. 


Mr Rayner: Perhaps just to supplement some of | 
comments Nalini has made and speak from the perspect 
of a board member who has been with the arts council 
just under a year, I thought it would be helpful for me 
bers of the committee to understand a little bit about 1 
way in which the arts council operates in taking put 
funds and disseminating them over 1,000 organizatio 
over 1,600 individual artists and, frankly, touching | 
lives of many Ontarians, not just because of the work 
those organizations and individual artists but through p 
grams in the schools that are widespread, etc. 

The council exists and plays an arm’s-length role. ] 
sentially, we have created in our body politic an institut 
which can take public funds and ensure that they are d 
tributed fairly and equitably without political influen 
The function of the board of the arts council, indeed of | 
staff, is to ensure, in fact, that the public money that 
entrusted to us is distributed in a fair and equitable w 
across the arts community, particularly the professio 
arts community. 

I would like to say, having observed this system n 
for a little over nine months, that I think it is an extrem 
well designed system. Governments that provide money 
the arts council can do so with confidence, knowing t 
the process that has been established over the years in} 
council is an extremely good process, that we use a p 
cess of juries, of peer appraisal, within the arts commun 
to ensure that excellence is rewarded and awarded gra 
by the arts council, and that the sorts of biases one mi 
worry about in the disbursement of public funds over la 
numbers of organizations, I think, are effectively elir 
nated. The combination of a vigilant board and a ve 
highly competent staff ensures that this process wot 
smoothly. 

1540 ; 

Nalini has alluded to the tremendous needs of the @ 
community at the present time. One of the things I he 
been most surprised by, I suppose, and impressed by 
this short period of time that I have been associated w 
the council is just how much suffering, in effect, is goi 
on in this community. Every board meeting I attend we: 
briefed on the number of arts organizations that are eit! 
closing or about to close, the number of individual arti 
who are leaving the artistic community and moving i 
jobs where they are unable to pursue their art. 

Many people in Ontario in this recessionary time | 
facing crisis, and a new crisis for them. The artists and | 
arts organizations in the community in effect are facin; 
considerably deepened crisis, but they have really lived 
crisis for the last 10 or 15 years. If one examines | 
funding pattern, the distribution of funds by the gove 
ments through the arts council, you will see that there | 
been no matching, if you will, of funding by governm 
with the cost of living and inflationary pressures in « 
society. 

So we have come to the government with what appe 
to be an unusual request for much more money than 
had in the past as part of our base. But essentially ‘ 
argument we put is that we are trying very hard to redr 
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at one could in fact characterize as the wrongs of the 
it. 

We urge members of all parties to consider carefully 
plight of this artistic community, which we believe to 
in a true state of crisis. We urge you all to think of the 
Itiplier effect that Nalini alluded to that comes from the 
rk of the artists in our community—the number of an- 
ary industries, related service businesses and organiza- 
as that are linked with arts organizations and individual 
ists—the way in which money spent through the arts 
itiplies and provides for employment and wellbeing for 
Ontarians. 


Ms Stewart: On 23 January there was an article in the 
ronto Star that talked about the crisis in the arts, and in 
s article the writer said that the cultural safety net is 
imbling really quickly at the moment. Again, I have said 
-have predicted this in two of our reports. One was the 
atre task force study that we did called Places Please a 
ar and a half ago in which we named the theatres that 
yuld be in deep trouble, and they are at the moment. 

If we do not help these organizations now, these orga- 
rations will fail and those people will go on the welfare 
il. So in a way each is equally bad. It is really important 
- the Ontario Arts Council to be able to look after our 
y organizations. I never said that every organization de- 
rves to be kept alive for ever and our board has never 
Phat either, because some should just be allowed not to 
there. For our best organizations, we really have to 
ake sure that during these tough times we help them and 
»everything we can to keep them going, because we just 
nnot afford to go back. 


' Most of the arts organizations did not participate in or 
t the riches from the boom here that Toronto went 
rough in the 1980s. Some people made a lot of money, 
it nobody in the arts made a lot of money during the 


180s and we have a lot of catching up to do. 


Mr Rayner: If I could just supplement that, I think 
\other element of the possible failure of some major arts 
ganizations relates to the tremendous loss of investment 
at occurs if you allow something that has been built over 
)or 15 years to suddenly disperse. The time to rebuild 
e talent and bring people together and create the synergy 
id be able to offer again what was lost is just incredible. 
je investment that is being made in major and even 
inor arts organizations in simply assembling the talent 
id providing the space is incredible. If we lose that, if any 
x of them goes and the people involved are dispersed, 
e lose a great deal. We lose many years in terms of the 
vility to replace that activity. 


Ms Stewart: This is in our brief. We fund 1,000 orga- 
Zations across Ontario. We give money to 1,600 individ- 
il artists. We do everything in two languages. We are 
*ry aware of the whole multicultural complex of Ontario. 
talked to Mr Phillips a lot for years when he was in that 
b. We have some of the best programs. We did them very 
owly and very carefully. Now those programs are being 
oked at not just in Canada, but we have inquiries about 
\0se programs even from countries in Europe. We have 
one the artists in the workplace program. We are now 
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looking at new ways to reach the people of the first na- 
tions, because they are very keen that they be part of the 
system in every way possible. We are looking at programs 
in the black community. 

We have a very open organization and our board and 
our staff always try to be one step ahead so that we antici- 
pate things that are happening. Right now, for example, we 
know that there are certain communities that have become 
very strong in terms of wanting to make sure that they 
have equal access. We already anticipate that. We welcome 
them in and we talk to them and say, “Okay, how do we do 
it?” So as an organization, we have tried to reach every- 
body in this province. We do not just sit in one place and 
feel satisfied that we have all the answers. 

Norman, do you want to take the people through the 
priorities? 

Mr Walford: Just very briefly, the last page in the 
package you have outlines the priorities over a three-year 
period for the Ontario Arts Council. They deal specifically 
with some of the areas that have been mentioned by Nalini 
and Michael, and that is the stabilization of the whole 
community, starting with increases in the amounts of indi- 
vidual grants and the success rate of granting to the artistic 
community. 

The stabilization of funding to key arts organizations: 
Nalini has mentioned that we have quite a number of arts 
organizations and prices at the moment, so it is an effort to 
increase the percentage of contribution that the Ontario 
Arts Council makes, recognizing of course that the funding 
of the arts in this province and in Canada has always been 
a partnership between many different elements. It involves 
community support. It involves support from private indi- 
viduals and from the corporate community. We would be 
looking to have our money become a levering effect; in 
other words, if we put it in first, then quite often it is much 
easier for the companies to lever money from other 
sources. 

We have many organizations across the province now 
which would, except for the lack of money, be eligible for 
operating support on a continuing basis. This is a problem 
which runs throughout every discipline, so that we would 
require funds in order to be able to give them ongoing 
operating support. 

One thing we feel is very important in terms of creat- 
ing a whole person through the educational system is the 
question of how often and what quality of experience a 
child has in the educational system. Right now, it is ex- 
tremely low. They may have one experience with a major 
cultural institution from the time they enter school until 
they leave high school. We would like to devote more of 
our resources to ensuring that children of school age have 
the experience of artists and arts organizations within their 
school setting. 

The last part—it is by no means least—is the whole 
question of the expansion or accessibility by different sec- 
tions of our population to artists. That will be found in 
different types of audience-building techniques; also, 
reaching out to communities that may not be familiar with 
the kind of work we do and the kind of support that is 
available so that all sectors of our society can have access. 


F-378 


I just want to conclude by emphasizing that we work 
right across the province. Nalini mentioned the concentra- 
tion in Toronto. That is true. But we do support community 
arts councils, symphony orchestras, theatre companies and 
other activities right across the province. In every single 
community you could find something that the Ontario Arts 
Council has supported at one time or another. 
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I also want to say that recognizing that to some de- 
gree—the old axiom that God helps those who help them- 
selves—we are engaged in a lot of activities that are 
designed to help arts organizations become better manag- 
ers of their own destinies. That certainly involves things 
like help with planning, professional development for their 
managers. We have also set up a very small research func- 
tion in order to provide them with materials with which 
they can make better arguments with their own municipali- 
ties or with the corporate community. 

The final thing I would like to say is that one of the 
reasons we present for increased government support of 
the arts is always that the strength of the artistic commu- 
nity will have a profound effect on the creative and inno- 
vative capacity of the entire society. I do not think people 
really understand the connections. Quite often they see 
artists and arts organizations as off to one side, providing a 
certain kind of value to society. 

If you look at it very closely, the inspiration for our 
industrial designers, people who are in various kinds of 
businesses, quite often are very seriously affected by what 
is going on in the artistic community, because it is basi- 
cally the role of the artist to be fundamentally innovative 
and creative; that is, to think of new ways to do things and 
to ask questions that are crucial to the creative develop- 
ment of our society. 

I think it is like the R and D of the whole creative 
spectrum in society in that its weakness will also weaken 
other aspects of that and some of the things that we realize 
from other sectors. 


Ms Stewart: We would be pleased to answer any 
questions. 


Mrs Sullivan: I am quite interested in your presenta- 
tion today, having gone through the five-year plan earlier 
to some extent and having also been to school with at least, 
I think, a couple of you and having chaired a performing 
arts centre myself. I am quite aware not only of the role of 
arts groups in defining and expressing our community, but 
also of the economic impact that flows back into the com- 
munity. 

One of the things that I am wondering if you covered 
here or could speak to is that very frequently we think 
about arts organizations as appealing to large population 
groups. I do not think you have spoken particularly to the 
smaller interest groups that are a very significant and im- 
portant part of maintaining an artistic commitment, if you 
like. Where do you fit that into your budget plan in terms 
of maintaining the smaller organizations, as well as the 
larger ones? I think you have spoken to a certain extent 
about the community outreach, but you might want to— 
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Ms Stewart: Of the 1000 organizations we fund, o 
about 20 could be considered large organizations. 7 
other 980 would be in the category that you speak 
Certainly in communities across Ontario, for example 
Thunder Bay—am I answering your question right 
there is a symphony orchestra— 


Mrs Sullivan: Just helping the argument along. 


Ms Stewart: —and there is a Magnus Theatre and 
fund it, and the same in Sudbury and the same in Sault 
Marie and the same in London, Windsor, all the place 
have been to. When people think of the large organi 
tions, they are the big five, as we say: the symphony, | 
let, opera, Stratford and Shaw. But that is only five, | 
then there may be another 20 like Tafelmusik music | 
maybe Tarragon of Canadian stage. But then the 1 
across Ontario are community arts councils, commu 
orchestras, community theatres, summer theatres. We h 
about 10 summer theatres. How many summer theatt 
Eighteen, something like that? Every community has an 
gallery. 

That is what our base is in all those little organ: 
tions—the big ones get the profile—plus there are all 
volunteers in each group or organization. We really re 
everywhere in the province. 


Mrs Sullivan: You might also want to underline y 
current base budget and the increment that you are ask 
for in specific dollar terms. 


Ms Stewart: The current base is $34.6 million, e 
though on this page here, it says $38.6 million, but ou 
that— 

Mr Walford: It is all here. It is at the bottom of 
page. 

Ms Stewart: We have a base of $34.6 million. We 
$1 million added in multicultural money, but that end 
March this year. We would like to have $11 million ade 
mainly to keep our organizations alive. 


Mrs Sullivan: You are really talking about $45 1 
lion as a commitment of the Ontario community to the 
in the province. 


Ms Stewart: Yes. This has come down a great « 
since 1988, because when we did our original five- 
plan, which was based on a needs argument, we v 
across Ontario asking people what was needed in the « 
In view of the recession and the economy, we have 
back substantially. 


Mr Walford: I wonder if I could add also, in term 
the incredible increase in interest and the number of 0 
nizations that have been formed over, say, the last 10 0 
years, that we find ourselves in a very difficult posi 
because our funding has not kept up with both the dem 
and the number of organizations, just the general pop 
tion increase. 

We have a lot of inequities between when an organ 
tion actually developed and the availability of funds in 
given time period. One of the things this plan is desig 
to do is to try to correct some of those inequities. In 0 
words, some of the organizations that have develope: 
communities during the leaner years we would now lik 
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ig along to an appropriate level. That is one of the 
blems that underlie the thinking of this. 


Mr B. Ward: I know we are getting behind schedule 
[ will be very brief. I met the chairman there it seems 
» a long time ago. Life moves ahead at Queen’s Park. I 
not pretend to be an artist, as I stated in our conversa- 
1. However, I do have a lot of respect for the arts. My 
e is the artist of the family. I try to draw or—I will tell 
1, you do not want to see the stuff. 
The question I have is that our government is very big 
consultation, co-operation, partnerships, etc, so that we 
ve as a government, and I am sure all parties can assist 
hat—would you be willing to work with us in partner- 
p and co-operation so that we as a government have a 
understanding of what the arts community’s needs are, 
i that when funds are allocated we know they are going 
he best possible programs so that we do not waste any 
the tax dollars? Would you be willing to work with us in 
t sense, forming a partnership and co-operation? 


Ms Stewart: Sure. I have already started that. I have 
ady met Mr Christopherson, Margery Ward, you. I am 
t thinking. Three of the people in this room. 


_Mr B. Ward: You already know Gerry. 


Ms Stewart: I have requested an appointment with 
u too. 


'Mr Phillips: You are spending your time in the right 
1ce. 


'Ms Stewart: You just have not responded yet. 


Mr B. Ward: But you would be willing to work with 
in a co-operative manner. 


“Ms Stewart: Of course. Our board feels that we are 
stees of public money. The cheque that we get is—we 
» trustees. Our processes are totally open, although we 
2 an arm’s-length agency. We are doing the same work 
‘an arm’s-length agency. We bend over backwards. 


Mr B. Ward: Myself, I will be relying on your rec- 
amendations since obviously I am not an expert in the 
‘istic field. I will be relying on your expertise and recom- 
endations. I look forward to working with you. 


_Mr Christopherson: I was going to acknowledge 
iw impressed I was that you managed to get to my office 
quickly after the election. I am overwhelmed at how 
lickly you move. I find that you have been around all 
‘er the room here. That says a lot about your determina- 
on, your own personal commitment and also your lobby- 
g skills, I might add. 
_ As I mentioned to you in our discussions, I was fairly 
volved at the local level, being on our city’s arts advisory 
mmittee recommending to city council ways in which 
2 could do exactly the things that you are encouraging us 
do at this level. To take it to a provincial level, I wanted 
_ask how successful you have been in having municipali- 
*S adopt arts policies. I ask that mainly in recognition of 
€ fact that my sense, having served a number of years on 
at subcommittee, was that there really had to be a com- 
itment at the local level, a hands-on commitment, not so 
uch the dollars, although that is part of it, but the com- 
tment. 





























I am wondering how successful you feel you have been 
across the municipalities in Ontario and how that might, if 
you will, underscore your points with us. 
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Ms Stewart: We have not gone to everybody, but we 
have had Thunder Bay pass a resolution supporting the 
Ontario Arts Council’s bid for more funding. It is easy for 
municipalities to pass a resolution if they do not have to 
put up money themselves. They got everybody together 
and they passed this resolution. It was great and it was a 
good PR gesture. But then, are they going to step in to save 
the Thunder Bay Symphony Orchestra or Magnus Theatre 
North-West? 


Mr Christopherson: I really meant an arts policy as 
opposed to just a resolution. 


Ms Stewart: Okay, policy. Windsor has had an arts 
policy and Hamilton has had reports and talked about it. 
London has talked about it. We talked to the mayor of 
London. Ottawa, because it is also the national capital, has 
things happening in different directions. Do you want to 
add something? 


Mr Walford: Perhaps it would just help to say that 
one of the organizations that we have been supporting the 
formation of is—the community arts councils of Ontario 
have formed an association. One of their absolutely princi- 
pal issues and priorities is to go back to the membership, 
ie, the 45 or 50 arts councils from around the province, 
with exactly what you are saying. They realize that the 
only way they are going to be more successful is to have a 
stated policy within their community, within their munici- 
pality. Again, it is the levering effect of that, that if they do 
it means their community is committed; it means therefore 
that the local businesses may become more committed and 
it has a snowball effect. 

Indeed, there has been some of the success. There are 
quite a number of communities that now have policies, and 
where they do not, it is certainly one of the objectives of 
this organization to ensure that they do. 


Ms Stewart: I remember talking to the mayor of 
Windsor and the mayor of London about this. What they 
would like to do, and of course nobody even has the 
money to do it, is to have economic impact studies, be- 
cause they are both convinced that the arts do help their 
cities. I wish that we had the money. I wish I could hire 
Allan Gregg or Martin Goldfarb to do a survey of how the 
arts help different cities. 

Mr Sutherland: Sounds like a great project for the 
MBA schools in both those cities to take on. 

Ms Stewart: That is an excellent idea, because we 
have facts and figures but they are really not up to date. I 
am embarrassed. I would not use statistics unless I felt that 
they were absolutely viable, but I think that it would help 
us if we had that. 

The Chair: I am going to move along to Mr Phillips 
and I am going to ask him to do it in one minute. 

Mr Phillips: Question and answer? 


The Chair: Question and answer. 
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Mr Phillips: I think I may already have my answer, 
and that was that I am familiar with the million-dollar 
multicultural fund and how effective that is and how that is 
I think working to ensure that everybody has access to the 
council. I now know it expires in another month and a half 
or two months. 


Ms Stewart: Yes. 
Mr Walford: That is part of this request. 


Mr Phillips: Yes, I see that. I could not quite figure it 
out until you explained. 


Ms Stewart: But we would use more than $1 million 
in that community; we would use $2 million. 


The Chair: Thank you for coming and thank you for 
your presentation. 


MUNICIPAL FINANCE OFFICERS’ 
ASSOCIATION OF ONTARIO 

The Chair: We would like to move along now to the 
municipal finance officers. We start to recognize people as 
they recur. I am being forced to play the heavy. I am going 
to restrict your time to the allotted amount of time and I 
will try to get the members of the committee to have their 
questions reflect the time allocation. If you would begin, 
please. 


Mr Rinaldo: Let me introduce myself first. I am Joe 
Rinaldo. I am the chairman of the Municipal Finance 
Officers’ Association of Ontario as well as the regional 
treasurer and commissioner of finance for the region of 
Halton. With me, as you met earlier today, is Bob Rich- 
ards, who is the vice-chairman of the association, as well 
as the treasurer of the region of Peel. With us also is 
Heather Bell, our executive director of the association. 

I would like to express our appreciation for giving us 
the opportunity to give you a different perspective on mu- 
nicipal finance officers and municipal finance issues prior 
to your establishing the budget. Bob Richards has co-or- 
dinated our submission to you and will be presenting it to 
you. With that, I would like to turn it over to him. 


Mr Richards: I would like to just echo Joe’s senti- 
ments. Thank you to the standing committee for the oppor- 
tunity to contribute to the development of fiscal and 
economic policy in this province. The budget that you are 
deliberating is perhaps the province’s most important pol- 
icy instrument, and public consultation on both the process 
and content of the budget is an important feature of the 
parliamentary system of government. 

At this point in my remarks, it is probably a good idea 
to provide a brief overview of our mandate and member- 
ship of the organization I am representing. The Municipal 
Finance Officers’ Association of Ontario or MFOA is the 
professional association of Ontario’s municipal treasurers 
and senior financial officers. MFOA features 400 individ- 
ual members from more than 200 municipalities across the 
province and is considered to be the authoritative source of 
opinion on municipal finance issues. MFOA has appeared 
before past incarnations of this committee and has worked 
closely with the Ministry of Municipal Affairs on a variety 
of municipal finance issues. 

Enough about us. Let’s get on with the issues. 


As we stated earlier, the Canadian economy is | 
recession, particularly acute in the province of Ont 
People and businesses are indeed hurting. During suct 
cessions, all levels of government, we feel, are mot 
obliged to help restore economic growth and provic 
safety net for those individuals who require assistance. 
levels of government are also obliged, as a result of 
disciplines imposed by the market—and, you see, we 
treasurers—to operate within a fiscally responsible fra 
work. 

Fiscally responsible governments realize that la 
persistent government-sector budget deficits encourage 
flation, invite restrictive monetary policy from the Ban 
Canada and reduce fiscal flexibility in meeting emer; 
new policy needs. Governments that are truly commi 
to the welfare of the public understand the importance 
sound fiscal management. 

In drafting its position on the 1991 budget, MFOA 
tried to balance the twin obligations faced by all level 
government, the obligation to deliver economic and s¢ 
assistance to the public and the obligation to ope 
within a responsible fiscal framework. Meeting one ot 
twin obligations at the expense of the other simply « 
not do justice to notions of good government. 

MFOA therefore requests that no new cost-shared 
grams be introduced in the 1991 budget until provi 
and municipal governments are satisfied that existing ¢ 
shared programs are being adequately funded. 

Having drawn attention to this overriding need for 
ance, we would like to put forward a few ideas aside f 
that one. 

The first one deals with the word “disentanglem« 
The current provincial-municipal financial relationsh 
characterized by a confusing array of unconditional gr. 
conditional grants, cost-shared programs and special- 
pose bodies armed with unaccountable taxing powers. 
instance, the standing committee should be aware tha 
province’s unconditional grant program has been rou 
criticized in recent years by both the municipalities 
your own Provincial Auditor. The conditional grant 
gram now features over 100 individual grants to mui 
palities, each with its own complex form 
Special-purpose bodies armed with no electoral accc 
ability are now responsible for more than 50% of the p 
erty tax levied by most municipalities; by many, at | 
This entangled reality serves neither the province nor 
nicipalities. 

It is important to put the preceding statement and 
rather strong wording in context. The current provil 
government and the current Minister of Municipal Af 
inherited this situation. To its credit, the current provit 
government has served notice on the need for finat 
reforms based on a reallocation of roles and responsi 
ties between the two levels of government, a concep 
ferred to as disentanglement. 

A process for disentangling the provincial-muni 
financial partnership is currently being developed arc 
the long-awaited Ballinger-Hopcroft report, as it is refé 
to, half of whom is still alive and well. This repo 
expected to be released this spring and it is still the si 
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st important governmental issue on the agenda of many 
nicipal decision-makers. 

MFOA views disentanglement as the guiding principle 
t should govern the province in any contemplated bud- 
initiatives that directly impact on municipal govern- 
nt. It is worth noting that disentanglement need not 
ult in financial windfalls for one level of government at 
expense of the other. Disentanglement can be revenue- 
tral in its attempts to match funding responsibilities 
h the same level of government that makes the key 
icy decisions for a given program area. In short, it is all 
ut political accountability. 


10 
Let’s talk about timing for one moment. In order for us 
pudget effectively at our level, it is imperative that gov- 
‘ments be provided with early announcements on trans- 
payments and unconditional grants. We understand that 
lew provincial government requires a certain amount of 
ie to decide on the appropriate allocation of the billions 
dollars transferred each year. In this sense, the expected 
d-February announcement by the Treasurer is not terri- 
: surprising. It is also, however, not terribly helpful. In 
ure years, MFOA is hopeful that transfer payment an- 
uncements by the Treasurer will manage to precede the 
cal year for which they are being announced. Mid-No- 
mber to us seems reasonable. Our fiscal year, by the 
ly, is a calendar year, unlike your own. 

The Minister of Community and Social Services has 
ie and endorsed the broad findings of PMSSR, the 
ovincial-Municipal Social Services Review. This review 
all social service responsibilities shared by the two lev- 
; of government seeks to simplify the financing and ad- 
nistration of the various programs. In the eyes of our 
sociation, the key recommendation of PMSSR is the rec- 
nition that general welfare assistance benefits should be 
moved from the property tax base and funded entirely 
ym provincial revenue sources. 

Iwill not repeat myself from this morning. I think it is 
i the record that GWA is not a popular item with the 
unicipal sector. 

During the legislative session before the 1990 election 
as called, Bill 229 was introduced for first reading. This 
ll would have extended and modernized municipal bor- 
wing powers.. The bill was the result of a three-year 
nsultative process involving officials from the Ministry 
‘Municipal Affairs, the Treasury, municipal officials and 
ivate sector investment dealers. It actually goes beyond 
at. I started working on this in 1980. The reforms have 
en long overdue. 

Bill 229 was the first major rewrite of municipal bor- 
wing and investing legislation since the 1960s. Passage 
Bill 229 would have brought Ontario municipalities into 
€ mainstream of modern money market practices while 
eserving the regulatory integrity of the Ontario Munici- 
a Board in monitoring the accumulation of municipal 
>Ot. 

We fully support the provisions of Bill 229 and request 
at it be reintroduced in the upcoming session of the Leg- 
‘lature. 
| 























| 
| 





We are interested in working with the province to de- 
velop new sources of revenue to relieve the growing finan- 


- cial burden placed on property taxpayers. To this end, our 


association has recently released a report on the imposition 
of a gross receipts tax on cable and other utilities making 
use of municipal rights of way. We require the support and 
participation of the province in its search for innovative 
approaches to funding municipal services in Ontario. We 
would ask the standing committee to consider the notion of 
a 1991 budget discussion paper to deal with the topic of 
new municipal revenue sources. If the standing committee 
thinks such a discussion paper could be useful, perhaps a 
recommendation to the Treasurer to commission such a 
paper would be appropriate. 

I hope it is not lost on the members of the standing 
committee that nowhere in this brief did MFOA merely 
step forward and ask the province for more money. We 
feel this type of intergovernmental relations is simply not 
realistic given current economic realities. Instead, MFOA 
urges the standing committee to view municipalities as real 
partners with the province, partners who can stand on their 
own two feet in many situations. Municipalities balance 
their operating budgets every single year. In recent mem- 
ory, the province has done so once. The challenge for the 
province is to listen carefully, act when help is needed and 
stand back when intervention is not justified. MFOA hope 
that the province’s 1991 budget takes this advice to heart. 


Mr Rinaldo: We would be more than happy to an- 
swer any questions. 


Mrs Sullivan: As I said in a previous presentation, I 
am again surprised that the question of waste management 
was not raised, particularly with Mr Rinaldo at the table. 
Why are you not calling for $25 million for a landfill? 


Mr Rinaldo: Halton has gone through a lot in waste 
management. We stared in I believe 1974 when the region 
was established, went through a first process and did not 
get anywhere. We have gone through a second process 
where our tipping fee went from about $12 a ton to $156 
and really should have been higher than that. 

I swore that in my next position I will go into a munici- 
pality that does not have a waste management problem. I 
have gone through two of them, one in Hamilton-Went- 
worth and one here, and I can assure you that I hope this is 
my last one. I still feel that municipalities should be able 
to fund the waste management and should have responsi- 
bility for it. Just to make it clear, what Halton was asking 
for was to take advantage of the program that you have 
initially put forward that the province has in place today in 
terms of assisting in the construction of the new facility. 


Mrs Sullivan: You mentioned one appropriate type of 
municipal revenue source that may be new and I am inter- 
ested that you bring it forward now, given the kind of 
feeling that is on the ground that maybe property taxes are 
awfully high and a budget paper at this point in time may 
be something that the Treasurer might be reluctant to look 
at. But what other sorts of revenue sources would you be 
looking at? 

Mr Richards: There is a wide range and there are 
many that we do not even know about yet. For example, 
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we, for one, have thought about municipal lotteries, some- 
thing which we are excluded from, and hotel taxes. The 
tire tax to me seems like a revenue that should be a munic- 
ipal revenue. As I said earlier, we have tire disposal left at 
the municipal level and it is being collected at the provin- 
cial level for I am not sure what. i 

The corporate concentration tax was an idea hatched 
from municipalities, taken by Treasury and used for pro- 
vincial purposes. It is a clear incursion into provincial rev- 
enue-raising. Surely if anyone is responsible for the 
servicing of high-rise corporate concentrations of build- 
ings—it is a municipal road that is getting there, it is a 
municipal sewer, it is municipal water, and the funding is 
going to the province of Ontario by the corporate concen- 
tration tax. . 

We are looking for that kind of energy and ingenuity 
either to be unleashed for us or to be allowed to unleash it 
ourselves. We have the ideas; we just do not have the 
legislative framework to allow us to use them. 


Mr Rinaldo: In the past we have offered to assist the 
Ministry of Treasury and Economics to write your budget. 
They have declined so far. We would be more than happy, 
if you wish, as one of your suggestions, to put that to work 
with them on that area. 


Mr Richards: On the waste issue too, I think that 
municipalities are not looking for handouts on this issue. 
The best thing for the province of Ontario to do in this case 
is to get out of the way. 


Mrs Sullivan: I suppose the reason that I asked the 
question is that Halton is eligible for $25 million in grants 
and they have not been forthcoming. I just wondered why 
it was not on the table. 


Mr Rinaldo: Obviously that is a local issue and we 
were talking about the broader issues. If you have a pro- 
gram in place, we would want to take advantage of it, but 
if you make it clear that that is our responsibility and say 
income maintenance is your responsibility, we would obvi- 
ously plan accordingly. That is what we want to do. We 
want to have the ability to plan our community when we 
know what the ground rules are. In the past few years, the 
ground rules have changed so dramatically that it is hard 
for us to plan responsibly for what is coming, what we 
have to provide for. 


Mr Sutherland: Mrs Sullivan asked the question I 
was going to ask. 


Mr B. Ward: I will pass. 


The Chair: Very good. Thank you for your presenta- 
tion. 
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ONTARIO NON-PROFIT HOUSING ASSOCIATION 


The Chair: The next group for presentation is the On- 
tario Non-Profit Housing Association: Debbie Kraus, ex- 
ecutive director, and Cassie Doyle, president. You may 
begin. 

Ms Kraus: I am Debbie Kraus and I am the executive 
director of the Ontario Non-Profit Housing Association. I 
would like to start by just giving a brief introduction about 
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our association. The Ontario Non-Profit Housing Asso 
tion was established in 1988 by municipal and private 1 
profit housing corporations in Ontario. We believe 

access to decent, appropriate and affordable housing 

basic human right. 

The goal of ONPHA is to build a strong non-p: 
housing sector and to promote the production and mani 
ment of high-quality, affordable housing across the p 
ince. We now have 375 members and these members « 
more than 48,000 units, representing 55% of all munic 
and private non-profit housing under management ac 
the province. Our members come from urban and 1 
areas, small and large communities from right across 
tario. I would like to turn it over now to Cassie Doyle, 
president. 


Ms Doyle: I am from the city of Ottawa, in case 
have not seen anybody from outside of Toronto today. 


The Chair: We are particularly happy to have | 
because we have only had one or two other presentat 
from outside of Toronto and I think we need that pers 
tive. 


Ms Doyle: Good. I wanted to say how much we 
preciate your giving us this forum to present today. | 
sure you have had quite a mishmash of presentations, 
would just ask you to focus on non-profit housing fo: 
next 28 minutes. 

The starting point of our recommendations you | 
before you is the very serious shortage of affordable h 
ing in the province of Ontario. What is critical to our é 
ciation is housing for low- and moderate-income fam 
and individuals. 

There is, I guess, a traditional view that non-p 
housing or socially assisted housing is targeted to t 
who have the highest need, those on GWA, FBA or s¢ 
citizens’ pensions. But what we recognize is that ther 
a growing number of working people in Ontario wh 
quire assisted housing, whose needs cannot be met i1 
home ownership market or the private rental marke 
fact, in many parts of the province you could have 
minimum wage earners who still would require assist 
if they need family housing. That is really the sta 
point of our recommendations. 

What we wanted to emphasize to you today is the 
portance of timing to us, particularly in your consider: 
of the 1991-92 budget. We wanted to put forward i1 
strongest way the need for the inclusion of funding 
non-profit housing development in this budget that yor 
considering now, in the first instance, because of the n 
in the province. 

From the indications from your own Ontario Hot 
Corp, there are 45,000 people on the waiting lists tha 
administered by the public housing authorities. The 
profit sector is the only new housing that is housing pe 
off those lists. Other indications show that over or 
three renter households in the province are paying an 
dinate amount of their incomes on housing and th 
pushing them into a poverty situation. We want it in. 
tion to the need and particularly considering the cu 
economic circumstances. Housing is one of the first tl 
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hits people when one income earner or the sole in- 
e earner loses his or her job, so we would like you to 
) that in mind. 
[he second thing is that non-profit housing is an excel- 
source of job creation or maintaining jobs in the con- 
tion industry particularly. Our research shows as does 
of our sister organization, the Co-Operative Housing 
iation of Ontario—together we have found that for 
ry housing unit that the province funds in the non-profit 
or, it produces at a minimum two full years in the 
ing trades. That maintains employment in the build- 
trades. As you are aware, the building trades are really 
, serious slump right now and non-profit housing in 
iy parts of the province is the only thing that is going to 
quilt over the next 18 months, so job creation potential 
a important thing to keep in mind for this budget. 
The third is the efficiencies around producing non- 
it housing in this period. We have an infrastructure 
ing out of the Homes Now program which was incred- 
successful. We have an infrastructure of developers 
‘non-profit organizations across the province that are 
dy to build. We know that because of the economic 
vnturn, we can pick up land or projects at a price which 
‘could not do two years ago. Our tender prices on new 
struction are coming in in some parts of the province 
fo less than they were 18 months ago, so I think it is 
aething to keep in mind that now is the most efficient 
e for the province to build something that in the long 
n is going to continue to serve the needs of low- and 
derate-income households. 
Essentially, I guess the key point in today’s presenta- 
1is to ask that you include funding for the development 
non-profit housing in this budget year. This will signal 
start of the province committing itself to stable and 
ictable funding for non-profit housing development. 
at is what the resource groups in non-profit, commu- 
-based organizations across the province want from the 
wince now as an indication that there will be funding in 
budget and that there will be a continued commitment 
that we do not have these kind of runoff programs that 
one gears up for and then we run out of units. 
There is the potential out there now to build. The time 
right, the need is high, so we would ask that you keep 
tin mind in this budget year. In the long run, we will be 
ling on the province and looking to the province to 
nour its commitment that was indicated in An Agenda 
‘People of building 20,000 units a year. What we basi- 
lly want to see in this budget is an indication that that 
mmitment will start. 
That is the first part. I would like to turn you over now 
our vice-president, Colin Gage, who is from Victoria 
tk Community Homes in Hamilton. 
Mr Gage: I would like to address that any new pro- 
am or any new initiative by the government must be 
Ty receptive to the diversities between both urban and 
tal differences. All too often, we see a lot of internal 
fferences between ministries when there has got to be a 
-Operation of ministries, specifically the Ministry of the 
Wironment versus the Ministry of Housing. When we 
tinto rural areas and also into urban areas, we find that 

























all too often this bogs down the process and we cannot 
respond quickly enough because it is caught up in myriad 
red tape with the two ministries. 

Another issue is that any new development or any new 
program must be receptive to innovation as far as design 
goes. We are very fully cognizant of the cost implications 
of building and what we are striving to do is to build a 
very high quality product, but also to maintain our focus 
on making sure that it is architecturally attractive, that it 
fits into the community, that it is received well in the com- 
munity and also managed well in the community. All too 
often in the past we have seen non-profit housing tarnished 
by what I would say is mismanagement and misdesign. 

The new programs should also be very cognizant of the 
acquisition and rehabilitation of existing buildings. Right 
now we are seeing that the older rental housing stock is 
deteriorating at a very quick rate. We do not find the pri- 
vate sector responding very quickly to rehabilitate these 
housing units to a level that we would find acceptable so 
we are finding that the people who occupy these units are 
within our, if you would, catchment and they are not being 
addressed properly. We find that they are living in squalid 
conditions and because of the current economic times the 
landlord cannot respond effectively to rehabilitate the 
housing units. Once again, I must emphasize that the ac- 
quisition of existing housing stock will allow us to develop 
on a product that is already there and has proved itself over 
time. 

The next area I would like to focus on is the province’s 
Housing First policy and the provincially owned lands. We 
fully endorse the province’s position that 35% of all pro- 
vincial land under the Housing First policy will be dedi- 
cated to affordable housing. We would like to take that a 
little bit further and suggest to you that any small infill or 
smaller lots be designated totally or solely for non-profit 
housing and that when any larger tracts of land are being 
subdivided, the non-profit housing sector be very much 
involved with the planning process of those lands with the 
Ministry of Housing in order to ensure the inclusion of 
these lands for non-profit housing. 

The rationale behind this is that we see this as a contin- 
uing, ongoing supply of affordable housing, if you will, 
and it will continue in that fashion, rather than holding a 
price at a set level for five years, selling it initially or 
building it initially for a set price and then in five years 
releasing it to the open market where inflation and the 
market forces will take over. We see that if we are allowed 
to move in with non-profit housing, it will retain that ten- 
ure for 35 years. I leave that for your consideration. 


1630 

Ms Frenette: My name is Sybil Frenette and I am 
from the city of Kitchener. I work for their non-profit 
housing corporation and I am also treasurer of this organi- 
zation, so I have something in common with yourselves in 
that I watch the money of my organization like you watch 
the money of the government. 

I wanted to talk to you about two things. One is the 
provincial policy statement on housing and the other is 
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financial vehicles that our organization feels can be put in 
place to make non-profit housing more cost-effective. 

First, in the area of the provincial policy statement, we 
endorsed strongly the recommendations of the provincial 
policy statement on land use planning for housing that was 
approved last year. Our problem with that policy state- 
ment, though, is that it does not have the teeth that it needs 
to be implemented. We see it as an opportunity; it is full of 
very good ideas. However, we do not have the mecha- 
nisms of accessing the recommendations contained in that 
policy statement. 

For example, one area that is of particular interest to us 
is a statement that 25% of all lands under development 
should be set aside for affordable housing. One problem 
with that statement is the definition of “affordable.” It dif- 
fers very dramatically from the core-need thresholds that 
are established under the non-profit co-op and OHC pro- 
grams, so there is not a matching between what is consid- 
ered affordable under that policy statement and what is 
true affordable housing. We would like to see that area 
worked on and amended and expanded. 

The other area of the affordable policy statement is that 
25% of the land be set aside in some manner. It cannot be 
simply a policy statement in an official plan document that 
is a wish list. There has to be a means of obtaining that 
25% affordable land. We have some suggestions that we 
would like to present to the government and work with 
your staff on creating those vehicles for allowing that land 
to be set aside. 

One example is that school boards in Ontario are al- 
lowed to reserve land for school construction. We would 
like to be able to reserve land for non-profit construction in 
new plans and subdivisions. That way people moving into 
a new subdivision would know that the land is there, is 
going to be developed for non-profit housing, and hope- 
fully we would not get the kind of community resistance 
we have been getting to development and it would be more 
acceptable in that the land would be noted as being for 
non-profit housing. 

We would also like to see mechanisms such as cash in 
lieu for land that is set aside for non-profit housing. I can 
give you another example: for park land dedication, mu- 
nicipalities are allowed to have cash in lieu when they 
want land reserved for park use. A similar mechanism 
could be set in place for cash in lieu to be donated to a 
bank of funds that could be then used to buy land for 
non-profit housing or the land itself could be set aside 
through subdivision agreements for non-profit housing. 
Our organization has many ideas such as this, and we 
would appreciate the opportunity to work with your staff 
on these ideas. 

In the area of financing, similarly to land use initia- 
tives, we can also propose some financing initiatives to 
make the non-profit housing program more cost-effective. 
One area is index-linked mortgages. This is a program that 
is currently operative with the co-operative sector. We 
worked last year on a think tank with the co-operative 
sector on a capitalization subcommittee and we had, as I 
say, a think tank and a number of ongoing meetings with 
the co-op sector to propose financing means to bring the 


non-profit program into a manner that is more cost-et 
tive. As I mentioned, the index-linked mortgage is 
idea; land banking is another. We have received s 
funding to pursue these initiatives and, again, we wil 
meeting with your ministry staff to propose our rec 
mendations. 

In summary, what we want and what we are here t 
for is to ask you to keep non-profit housing as a priorit 
this government and to ensure that funds are set asid 
this year’s budget for non-profit housing. 


Mrs Sullivan: I think this is a very useful brief 
cause you have brought some new ideas to the tabl 
well. I want to ask if you have discussed at all a re 
court decision relating to the Burlington situation and 
you see that as having an impact on the provincial s 
ment on land use. 


Ms Frenette: I have looked at the Ontario Munic 
Board decision and I think Burlington went a little bit 
far. Again, it was a matter of trying to find the mechan 
They were struggling to see, “This is the provincial po 
How do we then access those lands”— in that case it 
condominium units—‘for affordable housing?” 

There has been very little direction from the prov 
on how to implement that policy statement. Burlin 
gave it a try and went too far. They overstepped the bot 
of normal planning and they got their knuckles rappe 
the OMB for doing it. But it is only through those 
cases that we are going to learn how to access afford 
land. 


Mrs Sullivan: But you feel that in your own com 
nities you can still proceed under the guidelines now, | 
there is more specific legislation or whatever, even g 
that ruling? © 

Ms Frenette: No, I do not actually. I think that is 
problem for us, that nobody knows exactly how we cat 
at those lands. They are all trying their own mechanisr 
suppose, to answer your question, we will continue tc 
until we are told we cannot. 


Ms Doyle: I was just going to add that in the cit 
Ottawa we have been quite successful for a numbe 
years in requiring land to be set aside for non-profit h 
ing at subdivisions, at the point of approval of subdivis 
and this was much further along a site plan. There 
some technical considerations around that Burlington ¢ 
sion that—- 


Mrs Sullivan: Certainly that is where most of 
communities have been most successful. 


Ms Doyle: Yes, at subdivision. 
Mrs Sullivan: It is getting them right on the groun 


Mr Christopherson: It is a pleasure to see my fot 
colleague and good friend Colin Gage here today al 
with one of his colleagues. I agree with the prev: 
speaker. It is an excellent presentation. 

As Colin will know, I was the chair of the regional 
force on affordable housing up to the time that I 
elected to Queen’s Park, so I am aware of a lot of 
issues that you are dealing with at first hand and the d 
culty with finding mechanisms for the 25%. When I 


sked with the region, they were still on the task force, 
n, grappling with the official plan amendments and 
‘to actually incorporate some of the desires in the plan 
hat it would have some meaningful impact down the 
| when these things are tested. I know the kinds of 
ylems that are there and we have inherited those prob- 
s. can assure you that we appreciate the willingness to 
k with us in partnership to try to find solutions for 
n. None of them are easy, and I do not think any party 
gested they were easy. We have been given the respon- 
ity of finding those answers and we look forward to 
king with you on them. 

I was particularly interested, Colin, to hear you refer to 
overlap where the Ministry of the Environment was 
‘than supportive at a critical time. I gather you might 
referring to the project that we had in Hamilton on 
ford North, right near a major factory, where some help 
n the Ministry of the Environment may have made the 
erence. I am not sure if it was at the OMB or not. Was 












Mr Gage: I think it is verging on the OMB now. 


Mr Christopherson: Verging, okay. Regardless of 
v that turns out, there is no question that the case would 
e been strengthened if the Ministry of the Environment 
a a little more comfortable in setting its priorities. It 
; not that they did not, that they backed away from the 
ising being the higher priority, but the fact that they just 
ked away completely from making any recommenda- 
1, which left the fight to go on. It is wasting a lot of time 
ne way that really is not profitable for anyone. So I 
uld hope that there will be more emphasis on that. 

You are the first group that I am aware of that raised 
t issue and, of course, having seen it in my own com- 
nity, I am aware of that example. There may be others, 
olving other ministries. I think that is an issue that we 
uld be looking at with you to ensure that there is good 
ordination with other ministries and that there is sup- 
t, where possible, and that we are articulating clearly 
priorities, so that we do not get into those kinds of 
tations. 

p would just close by again thanking you for your ex- 
lent presentation. I appreciate it. 


The Chair: I have one quick question of my own. I 
re been very much interested in what the average cost is 
* square foot of building the units that you build, land 
luded, if you can. I know it is probably not the same 
Oughout the province, but can you give a ballpark num- 
\ 
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Mr Gage: Land included? It is difficult when you in- 
de land. Land is a large variable. 

The Chair: All right. Let’s try land excluded first. 

Ms Doyle: In Ottawa now we had been up as high as 
put $72 per square foot for residential construction. Our 
pent tenders have been coming in at about the mid-60s. 
Ose are mostly concrete high-rise buildings. 

‘Mr Hansen: It think it was somewhere in the 
ighbourhood of between $40,000 and $65,000 per unit. I 
' guessing now. 
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The Chair: What is the average square footage? 


Mr Gage: About 900 to 1,000 square feet, depending 
on where it is. 


Ms Doyle: There is quite a range in terms of the price 
depending on the land, I think. It is a big variable. 


Mr B. Ward: Locality and lots of variables. 


The Chair: That is very useful. Thanks for your pre- 
sentation. 


Mr B. Ward: Well done. 
1640 


ONTARIO SCHOOL TRUSTEES’ COUNCIL 


The Chair: We have our last presentation of the day, 
the Ontario School Trustees’ Council. We have Chuck 
Yates, president, and Lorraine Gandolfo, president of 
l’Association francaise des conseils scolaires de 
l’Ontario—my French is not that great; I am glad my 
French teacher is not here; and Betty Moseley-Williams, 
president of the Ontario Separate School Trustees’ Associ- 
ation. 

Mr Yates: Thank you, Mr Chairman. We are outside 
the Toronto area too. Betty is from North Bay, Lorraine is 
from Brampton and I am from Cambridge. 

We were aware of the fact that you have not had the 
opportunity to look at our submission and yet we are also 
aware of the fact that you have had a long day, so I would 
like to suggest that we will highlight our submission and 
then, if you do have any leisure time, I would hope you 
would look at our submission in its entirety. 


The Chair: We have to review all of the submissions 
before we can make our recommendations. 


Mr Yates: We are pleased to have this opportunity to 
appear before the standing committee on finance and eco- 
nomic affairs to offer Ontario School Trustees’ Council 
advice to the Legislature in preparation for the 1991 bud- 
get. The council’s recommendations for the 1991 budget 
were more difficult to develop than in previous years, 
given the timing of the government’s announcement of the 
increase in transfer payments to public sector partners, in- 
cluding schools, hospitals, municipalities, colleges and 
universities. 

The pre-budget consultation process represents an im- 
portant and necessary opportunity for the Ontario govern- 
ment and MPPs from all sides of the Legislature to discuss 
with the education community, in an open and accountable 
way, education costs and the level to which education 
should and deserves to be funded by the people of Ontario. 

We take this opportunity not to point fingers and make 
accusations, but to genuinely work with the provincial 
government to embark on fiscal policies and social priori- 
ties that will ensure fairness for Ontario taxpayers and 
equality of opportunity for all Ontario school children in 
both English and French schools. 

In 1990 the provincial government increased school 
board operating grants by 8.7% over 1989, bringing total 
1990 provincial operating grants to $4.5 billion. In 1990, 
provincial grants represented approximately 40% of school 
board expenditures, excluding capital expenditures. The 
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remaining and much larger 60% was funded by school 
boards through taxes on local residential, farm, commer- 
cial and industrial properties. 

In recent years, a number of new, almost hidden costs 
have crept into all school board budgets. These costs have 
little to do with educating students. They include the em- 
ployer health levy, pay equity, GST, the CPP and unem- 
ployment insurance increases, occupational health and 
safety requirements and obligations and increasing costs of 
ensuring environmentally safe and secure schools. Council 
is saying that the provincial government must provide suf- 
ficient resources to enable school boards to be as commit- 
ted to meeting broader social and public policy priorities 
as boards must be to providing the best educational pro- 
grams and services. 

The Ontario Public School Boards’ Association has es- 
timated that in 1991, on a system-wide basis, the costs of 
pay equity, occupational health and safety requirements, 
environmental protection, the health tax and the GST will 
consume 4% of the increase in grants over 1990. This 
means that the first $200 million of the increase over 1990 
will just cover these costs. Education-related costs, such as 
programs and services and teachers’ salaries, will increase 
by an estimated 9%. Consequently, a 13% increase in op- 
erating grants in 1991 will be required to allow boards to 
meet the dual obligations of providing quality education 
and meeting their obligations as employers. 

We hope the committee will agree that high standards 
of health and safety for school staff, environmentally 
healthy classrooms and playgrounds for our children and 
pay equity in the public sector cannot and should not be 
traded off against the need for high-quality educational 
programs and services. Whatever the added burden of 
costs in English schools, it is that much greater in French 
schools because of the unavailability of materials, thus re- 
sulting in added costs. 

The Ontario School Trustees’ Council strongly urges 
this committee to recommend to the Ontario government 
that through the Ontario budget or by other special grant 
programs, provincial financial support for schools be in- 
creased to reflect not only new and ongoing educational 
programs and services, but also the additional non-educa- 
tional costs. Council further urges that the financing of 
education be equitable for all students. We urge the com- 
mittee to recommend to the Ontario government that pay 
equity costs of school boards be funded from the consoli- 
dated revenues of the Ontario government or from the 
public sector pay equity fund announced by the Ministry 
of Labour. 

The province recently announced an income protection 
program for those who find themselves victims of layoffs 
and plant closings as a result of the recession. We applaud 
the government not only for its willingness to show com- 
passion, but also for allowing victims of the recession to 
maintain their dignity. In many cases families of modest 
means become distracted and disjointed as they scramble 
to make ends meet. Children and young adults are not 
immune to these problems and often the problems at home 
emerge in the school system in one way or another. The 
mandate for our schools has grown and may continue to 
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grow as governments look at new ways in which sck 
can address social and adolescent problems earlier on 
in a more preventive manner. As the new governme 
Queen’s Park contemplates new challenges and goal 
schools, particularly in light of the social consequenc 
recessionary times, the council must urge caution f 
least three main reasons. 

First, expanding the school system’s mandate 
probably involve a renewed financial commitment o1 
part of the provincial government. It is not enough t 
velop new programs or services. They must be in 
mented. Staff must be trained or retrained, facilities | 
be adequate and goods and services must be purchasec 

Second, at what point does the continued expansic 
the mandate of the school system leave less time to 
quately deal with the basics of learning—reading, wt 
and math? While the role and goals of our sch 
broaden, the length of the school day does not. There 
be proper planning and we must resist ad hoc sto 
solutions which produce substandard results and ce 
quently waste taxpayers’ money. French schools fo 
most part are still in a catch-up situation even with re 
to the basic elements of education. 

Third, the council shares the new minister’s stated 
cers regarding the need to examine the entire rang 
social, community, provincial and local services curr 
in operation in the name of serving children. We ask 
this committee recommend that no new mandate 
placed on the school system without full review o 
impact on the current goals of schools, the financie 
sources necessary to fund new mandates and the degr 
whch new mandates and services coincide with ex! 
services directed to children and adults. 


1650 

The $700-million capital works program announc 
the speech from the throne demonstrates that Ontal 
willing to invest in itself, in its citizens and its labour 
to help turn the tide of the recession. 

One of Ontario’s most significant capital requiren 
continues to be its schools. Of Ontario’s 4,600 sch 
20% were built 50 years ago or more. To meet curric 
and program enhancements, requirements of technolo 
education, energy conservation, environmental and « 
pational health and safety standards, many of these scl 
require an immediate renovation, repairs and moder 
tion. 

School boards’ five-year forecast of capital rec 
ments amounts to almost $6 billion. In response, the | 
ince allocated $1.5 billion over five years or $300 m 
per year. While the province’s capital allocations hav 
creased steadily, there is still a significant shortfall an 
backlog of new schools and badly needed renovation: 
repairs to existing schools continues to grow. Coun 
pleased, however, that the government has moved tov 
a multi-year capital grant commitment. This approac! 
enabled school boards and the province to undertake 
tal projects with considerably more planning. 

For growing communities, it is unfair to taxpayer 
children that their children must spend their entire si 
experience in portable classrooms without easy accé 


31 JANUARY 1991 







ool libraries, modern labs, vocational facilities and ade- 
te indoor lunch and physical fitness facilities. 

‘The OSTC urges the committee to recommend to the 
asurer of Ontario that school boards receive a sizeable 
ycation of the special $700-million capital works pro- 
m announced in the throne speech. 

Council urges the committee to recommend to the 
asurer of Ontario that the government continue to hon- 
‘its five-year, $300-million-per-year commitment for 
\0ol board capital grants. 

We also urge the committee to recommend to the Trea- 
er of Ontario that annual capital grants to school boards 
itinue to be announced on a multi-year basis so that 
ool boards can both budget and plan their capital con- 
iction programs. 

In the coming months there will be much said about 
financing of education, particularly as the Ministry of 
cation, along with the education community, begins 
task of examining how best to improve our current 
tem of distributing education grants to some 174 public, 
yarate and French-language school boards throughout 
tario. 

‘In addition, the government’s Fair Tax Commission 
{l undoubtedly be examining, among other things, the 
€ of property taxes in education finance. In 1991, 60% 
education operating expenditures, almost $6 billion, was 
anced by local property taxpayers out of their dispos- 
le incomes. 

Families on low or modest incomes have been hit hard 
-a policy that ignores their ability to pay higher and 
ther local taxes for education. Families and individuals 
fixed incomes and our elderly have been shouldering 
: cost of education, which continue to eat into their sav- 
xs, Ontario’s farm communities continue to shoulder an 
er-increasing burden for education costs, regardless of 
o economic conditions which affect their liveli- 








































Trustees’ council is proud of its long and consistent 
cord of bringing to the attention of successive govern- 
ont the issue of provincial responsibility in education 
‘ance. The basic premise continues to be that by having 
> provincial government pay the greater share of educa- 
m Costs, be it operating or total costs, all taxpayers pay a 
are based on their ability to pay. 

Council is pleased that the new government is very 
rare of the difficulties faced by local taxpayers. An 
senda for People stated: 

“New Democrats propose raising the provincial share 
education costs to 60% over five years, providing a 
lid base for a better education system and lifting some of 
> burden off property taxpayers. The cost of this initia- 
'e Over the next two years would be $1.5 billion in prop- 
ty tax relief for Ontarians. We want to reverse the 
mishing increases in property taxes which hit seniors and 
w-income people especially hard.” 

How and when the spirit of this promise is met will be 
2 subject of considerable consultation among the Minis- 
/ of Education and education stakeholders in the months 
vead. It will also depend on the recommendations of the 
(C. In the end, however, the provincial government must 
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guarantee that the spirit of the promise which it made to 
the people of Ontario will be met. 

To conclude this presentation, the council would like to 
reiterate its emphasis on forging a new partnership be- 
tween provincial and local levels of government. We must 
develop a partnership of accountability to ensure the effec- 
tive and efficient delivery of educational services. The 
achievements of desired results of education programs and 
services had a better than average level of support from 
our taxpayers. A partnership of accountability includes, 
among other things, co-operation, consultation and partici- 
pation. 

First, to be effective in the delivery of educational ser- 
vices for our young people, school boards and the provin- 
cial government must place a priority on co-operation. It is 
difficult to promote co-operation, understanding and part- 
nerships among those who work in and those who are 
served by the school system, if those who are accountable 
do not demonstrate leadership and co-operation. 

Second, changes in provincial education policies and 
practices require enormous consultation with and among 
the educational community. No matter how well inten- 
tioned, change that is not understood by those affected is 
less likely to be successful. 

Finally, we must encourage participation of all the 
stakeholders. School boards form the centre of implemen- 
tation for education in communities throughout Ontario. 
Within the boards, schools become the next line of imple- 
mentation right down to where implementation matters the 
most, the classroom. The process of forming legislation or 
developing fiscal and policy priorities such as we are en- 
gaged in doing today cannot be done in isolation from 
those who are accountable for the delivery of services or 
from those who receive and pay for those services. 

I thank you for the privilege of being able to present 
this paper to you today. We will try to answer any ques- 
tions. 


The Chair: Thank you for your presentation. Our first 
question is from Mr Ward. 


Mr B. Ward: A quick comment. If the provincial 
government moves in a direction to increase the transfer 
payments over a period of time so that the burden of the 
property taxes is relieved a degree from the education 
standpoint, what safeguards do you see would be in place 
so that school boards would not simply use that as new 
money, so to speak, and so that the economic burden 
would remain, but in fact the money would be used to 
shift, obviously, the funding percentage. Would you com- 
ment on that? 

Mr Yates: I would have to give a personal comment 
on that, if I may. I would hope in the consultation that goes 
on between the provincial government, the Ministry of Ed- 
ucation and the boards which would hopefully result in 
increased payments by the province, some kinds of ceil- 
ings would be put on what boards can spend per student. 
That is a dangerous thing for me to say, but I firmly be- 
lieve that. 


Mr B. Ward: That is your personal opinion? 
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Mr Yates: That is a personal opinion. That in itself 
would contribute towards equity of opportunity for all stu- 
dents in the province, because at the present time some 
boards have more access to assessment bases than other 
boards. I am going to get shot when I walk out of the 
room, but unless the provincial government does some- 
thing to govern school boards or to correct regulations, 
then that will not happen, unfortunately. 


Mr Hansen: Yes, it is sort of along the same lines as 
Mr Ward’s 60% funding by the province. I have had some 
teachers, I have had some trustees and they have some 
concerns on construction costs. In other words, for each 
school we build we hire an architect, we spend time; we 
wind up by building them all different, but the end result is 
that we mainly teach, in a lot of the schools, if they are not 
technical schools, the same subjects. They have the same 
desks, they have the same lab equipment, whatever the 
case may be. 

I come from a rural area and they cannot understand 
the architectural fees going into some of these schools. 
Why does not the province come out with a blueprint and 
say if it is a technical school, let’s say it was 20 classes, 
that is 20 classes; if it is 30, the plan just expands for 10 
more classes. Do you think you could comment on that 
one, because on the 60% funding it is still going to be 
taxpayers’ dollars in the end. 


1700 


Mrs Gandolfo: I can only speak for the board that I 
am associated with, which is in Brampton, so close prox- 
imity to Toronto, so construction costs are very, very high. 
I agree with what you are saying. I think the subject, is the 
subject, is the subject, no matter where or no matter what 
the building looks like on the outside. 

On the other hand, unfortunately, we live in a society 
that has become very comfortable with the way its houses 
look and the appearance. I only say that because in the 
board I am associated with, we have had several delega- 
tions from parent groups who are very concerned about 
what the school will look like, what it will do to the 
neighbourhood and to the aesthetics, what the 
neighbourhood will look like. They do not want the high- 
priced houses to depreciate. 

I can also say that more and more boards now are 
going to repeat designs and are cutting that high cost for 
architects. I know that for the French schools we are build- 
ing, because we are not building that many yet, that is 
what we are doing. We are going to repeat designs. If the 
school is there and it meets the function, it suits the pur- 
pose, those costs are circumvented by way of using the 
same design. I agree with that principle. 


Mr Hansen: I did get one comment from one of my 
constituents. They said at least one thing they did a blue- 
print on was the portables. I will close with that. 

Mrs Gandolfo: Those are repeat designs, no doubt. 

Mrs Moseley-Williams: I am from Nipissing—North 
Bay—and I think people are very aware of the architec- 
tural costs, but the plans have gone to southern Ontario. It 
has only happened to two schools, but other boards have 
approached the architect and the plans have gone there for 
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schools. So I think it should happen and it could hap 
but there has to be a lot of work on it. 


Mr Hansen: Another comment I would like to n 
is that my son actually goes to school in Welland, whi 
a French-designated area. What has happened in ' 
land—and I see what you are saying in this partic 
thing. It is a French school, and they have received 
older schools and they are very slow at actually upgra 
them to what the other schools are like. The one was t 
I guess, about 1910 and that one was upgraded, one o 
main French schools in Welland. So they inherited ar 
problem. 


Mr Yates: I can respond to the same thing on the | 
board level. My board is in a Waterloo suburb. In the 
three or four schools we have built, we have used a 
tects. We have built a centre core which the cities of K 
ener, Cambridge and Waterloo have contributed tow: 
which is used as a community centre also. Then we | 
put the remountable classrooms around, which cai 
moved as the school population 20 years from now 
down. They are not portables. They look like perma 
structures, but they can be picked up and moved to a 
location 20 years down the road when you need an 
school. Then the centre core is left there as a comm 
centre. 


Mr Hansen: One more comment on the desi 
have had quite a few conversations in this particular | 
On construction of a school, a lot of people in my ar 
and it is a rural area—look at the fact that the scho 
used from 9 until 3:30, and some of these schools cou. 
actually used as a recreational facility after hours and s 
of the design going into the school prohibits that. 

These are just some comments. You know, you | 
trustee. If you are going back out there and you are a 
of these meetings, it would make it easier for the gor 
ment if you come up with some solutions to some of 
problems possibly. 


Mr Yates: The schools that we design also, we 1 
one area that we can seal off from, say, the classroom 
where the gymnasium, library and that type of area is. 
to the public. All our schools, even the older schools 
open to the public through the entire year. But the 
ones are designed as a community centre in the core 
and then remountable classrooms built around it. 


Mr Phillips: I would be happy to talk with you s 
day on that. I have had a lot of experience in that thins 
I have a personal view on it. We are off the subje 
know, but I was chairman of the Metro school boar 
you probably know, and we had a program called stuc 
educational facilities, which was kind of cookie-c 
stuff, schools made in factories essentially, no archite 
think we put schools in neighbourhoods that really 
going to be there for 50 years and did not look right 
might have saved a maximum of 1% on the constru 
costs but probably lost it on some other things. So i 
two sides. 

That is why when we were looking at the nor 
relocation plans for ministries—the Ministry of Co 
tional Services, I think, has gone to North Bay—I wa: 


supported very much the buildings because they are 
g to be there for 100 years and enhance the commu- 
even if it meant a little bit more money over the short 
_I think that North Bay one looks good, personally. 


Mrs Moseley-Williams: Oh, it is a beautiful building. 


a Chair: This is all very nice, but can we focus a 
tion then. 













Mr Phillips: I am sorry. You have a recommendation, 
nk, on 13%. I am just thinking of the short term now. 
have got very good recommendations over the long 
: that will be very useful, but just in terms of looking at 
short term, the recommendation on the grants lineup 
year of 13%, I think. My recollection was another 
lee group came in recommending 11%, but maybe my 
aory is going. 

The Chair: It was 11%. 


Mr Phillips: It is all a blur now. I was wondering on 
tt basis the two groups might have reached a different 
clusion. 

The second thing is, you have mentioned your personal 
tion on the ceiling, but I think we had another. We had 
‘hool board in here earlier today that took the opposite 
vin a fairly strong way. 

Mr Yates: I figured they would. 

Mr Phillips: You may or may not have been here at 
time. 














Mr Yates: No, I was not. I knew I was living danger- 
ly. 
Mr Phillips: I am just on the 13% versus the 11%. 


‘Mr Yates: The 13% we were going on, we were using 


tario Public School Boards’ Association figures. They 
re talking about the $200-million—at least the 4% for 
/non-educational costs and an estimated 9% for educa- 
jal services increases this year, and that is where we 
1e up with the 13%. 


‘Mr Phillips: So that reconciles the difference between 
11% and the 13%. Thank you. 


‘The Chair: Was there another question? 


‘Mr Sutherland: Actually, I just want to pursue this 
ig about the portable schools and leaving them in this 
nmunity, because I was told there was one professor 
und at one of the universities who said that we have got 
eal problem right now if we are going through this 
wth phase in enrolment but that later on we are going to 
ve to close these down. I believe his suggestion was that 
1 build schools that you can turn into nursing homes 
cause we have got an aging population, or senior 
zens’ homes. I do not know if there has been much 
velopment. 

I guess the other thing I just want to comment on is, I 
| Not familiar enough with what the Ministry of Educa- 
in guidelines are. Are there certain size requirements or 
ximum size requirements for elementary schools? 

_Mr Yates: Oh, yes. Everything depends on the enrol- 
pnt, because you have to produce figures that students 
coming in before you get any approval. 
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Mr Sutherland: Right, okay. But in the small towns 
there are a lot of small elementary schools where new 
subdivisions popped up. In that way, what are the require- 
ments? 

Mr Yates: If you are going to build a new subdivision, 
I know it is the same anywhere in the province. You have 
to produce the number of students who will be in that 
school. 


Mr Sutherland: Okay, but are there regulations on 
how far you can bus kids at the elementary level, or is that 
set by a board? In a town of 10,000 people, there are 
schools from grades 1 to 6, and I think there are five 
different ones, small schools. 


Mr Yates: I do not think there are any written-down 
regulations on how far you can bus a child, but there are 
considerations certainly from the parents’ viewpoint for 
the time they are spending on the buses and that type of 
thing. 

Mr Sutherland: Right. 


Mr Yates: People today are not the way they were 
when I went to school. People today wish to have a school 
in their neighbourhood. 


Mr Sutherland: Right. 
Mr Yates: Very much so. 


Mr Sutherland: I walked a quarter of a mile every 
morning to get the school bus. 


Mrs Gandolfo: Just to add to that, in the case for 
example of French schools, in some areas our schools are 
becoming more and more regional schools. So the trans- 
portation time or distance varies, and I guess each local 
board wants to retain a certain autonomy in deciding how 
far it wants to go with the busing. But it is pretty much at 
the local level. 


1710 


Mr Yates: There are two corrections I might make to 
you. On page 3, at the bottom, it says 1991. It should be, 
on the fifth line from the bottom, 1990. It was a misprint. 
The same thing happened on page 5 in the middle of the 
last paragraph. The first $200 million had increased over 
1990, not over 1991, just so there is no confusion. 


The Chair: You could have just brought it back next 
year. Do we have any other questions for this presentation? 
Seeing none, thank you for coming this distance. It was 
very good to of you to take the time. 


Mr Yates: Thank you very much for hearing us. 


Mr Christopherson: I believe that does end our 
planned hearings. 


The Chair: It ends it for this week. We do have some 
planned for Monday morning. 


Mr Christopherson: Yes, and I just want to address 
and place a motion regarding giving some direction to the 
research staff as to some of the general thrusts and themes 
of what at least the first-cut draft report might look like, as 
well as perhaps spelling out a time frame for having that 
report available. We are now being circulated with the 
summary of recommendations, which I understand is a 
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straight listing of all the recommendations that we have 
received to date. Is that correct? 


The Chair: Till noon today. 


Mr Christopherson: Till noon today, right. And all of 
this preparation of draft documents, as I understand it, is of 
preliminary drafts in light of the fact that there are still 
some presentations to be heard Monday, but we do have 
time frames that have to be realistically addressed in which 
to finalize an actual report that the majority of this com- 
mittee can support and send on to the House. Therefore 
what I would like to do, Mr Chair, is to move that the— 
and if I am in any way offending by virtue of how I am 
wording the motion, I apologize ahead of time, and per- 
haps I can be corrected now or after the meeting, but I 
would move that we direct the research staff to produce a 
preliminary draft report incorporating the following 
themes and categories. One, under the the heading of the 
economy, the impact of the recession. 


The Chair: Go very slowly. 
Ms Anderson: Unless you have it written down. 


Mr Christopherson: No. I was again thinking of 
Hansard, but that is okay. None of this is firm; it is meant 
to be just a general direction. But under that general head- 
ing, things like the deficit, job losses, the economic re- 
structuring and a comparison with the previous recession. 
That is under the impact of the recession. 


And under cause of the recession and the contributors 
of the recession, such as high interest rates, high Canadian 
dollar, the war in the Persian Gulf, free trade and global- 
ization and the international recession. 


Also under the general heading of the economy, a sum- 
mary of the forecasts that we have received. 

Next, an important theme is the concept of what I will 
call, for lack of better words right now, answers in partner- 
ship. That would be described in terms of the public input 
that we all would like to see more of. 

Also, the consultative approach—more consultation in 
government as we develop these partnerships, and in part- 
nerships developing and finding the answers to the prob- 
lems that we face, and then talk specifically about some of 
those partnerships and how they may work. For exam- 
ple—this is not meant to be totally all-inclusive—I would 
also the offer the suggestion that it may not be possible to 
actually describe which partnership per se, if it looks like 
we are going to end up leaving anybody out. It just be- 
comes such a long list that it loses its impact; that is open 
for discussion and debate. 

We would be looking at partnerships, for example, 
with the arts community, communities themselves, busi- 
ness, labour and other governments. 


The Chair: Education: Did you have a special cate- 
gory for that? 


Mr Christopherson: It could be. 


The Chair: I am just throwing this out because it was 
a major part of our presentations today, the teacher recom- 
mendations, the board recommendations and the colleges 
and so on. 


Mr Christopherson: I guess I saw that as bein: 
of the other governments, part of the board of edu 
and that whole relationship, and maybe under th 
heading, which comes under social issues. If you gi 
a chance to finish it, then if I have left any gaps, 
means. 


Ms Anderson: So this is still just called partners! 

Mr Christopherson: Which, I am sorry? 

The Chair: Still part of the partnerships. 

Mr Christopherson: Yes, the other government 
stop. 

Ms Anderson: I have got lost now; I am sorry 
went through labour, education, other governments. 


Mr Christopherson: Then stop. No, social issue 
be— 


Ms Anderson: That is a major heading. 


Mr Christopherson: No, the one after the nex 
next major one was agriculture, a suggestion that w 
at agriculture as a separate issue. Then social issue 
under social issues, last on the list but by no means 
then talk about all the social issues and the specifi 
cerns that were addressed. 

That is merely to offer up strictly a general, 
frame by which staff would have some sense, if thi 
tions carries, of what the majority is comfortable wit 
of course as I understand this process, leaves it wide 
for debate and discussion following the finalization 
public hearings next Monday. 


The Chair: Seconder? Mr Jamison. Are there 
ments or questions? 


Ms Anderson: I have a question. Perhaps you 
elaborate a bit on the partnerships section, particulat 
specifics. You want us to talk about what you have 
from education and from labour in that section. I a 
entirely clear what it is you would like us to put 1 
particular section when we are looking specifically a 
nerships that are in the answers and partnerships sect 


Mr Christopherson: The first thing I mentione 
to define it, if you will. What does it mean? The 
through that concept is the idea of the public input 
sultation is a big part of that. 

The partnerships themselves, then, and I couche 
saying that if we end up with so many individual gre 
do a paragraph on partnerships with, you run the 1 
leaving out a major group. Again, all we are offerit 
framework. I do not suggest this has been fully— 


Ms Anderson: This is to bring forward them« 
have been presented to you in the course of the heari 
opposed to drawing from anything else. 


Mr Christopherson: Yes, at this point. For you 
work, yes, because it seemed to be that there was an 
lot of discussion from many of the presenters abou 
desire. In fact today many of them were saying: “| 
not even here to bring forward dollar requests. We v 
talk to you about working with us. We want to be p! 
into the system.” The motion suggests that this is < 
mon thread that ran through the overwhelming majc 


submissions and that this section would reflect that, 
the importance of that partnership concept to the ma- 
y of this committee. 

Mr Phillips: It sounds fine. I think it would be realis- 
I felt there was a lot of consensus by the kind of 
fessional forecasters about where they see the economy 
1g, so I guess that will be one of the things that 
ges. I think the partnership thing will emerge. I think 
challenge for us will be that so close to having gone 
ugh an election, with each of us having laid out our 
on, it is going to be very difficult for us. The Conserva- 
s have probably already written their— 


0 
The Chair: Yes, we saw it in the paper today. 


Mr Phillips: I would dare say that is about it. I think 
will be where there will be some differences of opin- 
. They have said what they are going to say and I sus- 
t we will graft on that from where we may descend to a 
ihtly different view about how realistic it is to contem- 
si But I think we ought to get going on it. My mind has 
1e to mush right now. I cannot think any more. No, do 
‘put that in Hansard. I can think now. It is all clear. 


Mr B. Ward: We got that in the record. 
The Chair: The oxygen is now there. You are snap- 
g now. 
Interjections. 
Mr Phillips: I am fine now. 


‘Mr B. Ward: Who was the guy who said that? 


: Mr Phillips: Thank you very much, Mr Stockwell. It 
Mr Phillips speaking now. 


Mr Christopherson: Just to clarify the third point 
ser the general heading of the economy was indeed 
ecasts and I think it is important that we get the reflec- 
n of what was said. I think that might cover some of the 
cerns Mr Phillips raised. 


The Chair: Do we need a time frame in terms of 
i we would like this to be available to us? 


Mr Christopherson: If you can get an acceptance of 
it motion, I have a follow-up in terms of the timing on 
> draft. 


Mr B. Ward: Tomorrow morning? 


_Mr Christopherson: Oh, you have extended it? 
| The Chair: Do we have a consensus? Do we need to 


ve a show of hands on a vote? Everybody is happy with 
at? Very good. When would we like this? 


_ Mr Christopherson: I would like to suggest or move 
at if it is humanly possibly—I understand it may be tight, 
t it would be humanly possible—if that could be ready 
| Sunday evening around 6? If that is possible, that 
duld allow the three parties an opportunity to acquire 
jafts as they desired them on Sunday evening, so that 
onday afternoon after the draft is walked through by the 
iff, if time permits we can actually begin some debate. I 
ink there is a concern on the part of the staff, and it is 
tainly shared by our caucus, over the limited time that 
> have to discuss this, and it is an important document. 








| 
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The Chair: Could I interject with a question at this 
point? The Treasurer has not given us any firm date by 
which he would like to have our recommendations. Are 
you aware of any date or target time frame within which 
we are working? 

Mr Christopherson: As I understand it—as a neo- 
phyte I always stand to be corrected—this whole operation 
after Thursday does not have any standing or any money 
to operate, and we have to be finished and have the report 
adopted by Thursday and that is our built-in time frame. 
Since you are being very successful at getting consensus— 
I did not want to load too much in at one time—the second 
part of this was to build in that the dissents, if there are 
any, and I suppose at a stretch one could imagine there 
might be— - 


Mr Phillips: You should allow for that possibility. 


Mr Christopherson: Yes, that is what we will do. We 
will just prepare for the eventuality that happens. I would 
ask—if I can push the process, Mr Chair, through you—if 
five days following our work on Thursday is acceptable 
to—at least Mr Phillips is here and the staff—if that suits 
the time frame they would have for the dissents to be 
received by the staff. They could then be incorporated into 
the final report and delivered to the Treasurer within a 
week of our wrapup. 


The Chair: So that is the 14th and 15th? 


Mr Christopherson: I have to say that I have not yet 
talked to the Treasurer about that deadline. If that does not 
work, I will get back to this committee, but my my as- 
sumption is that would indeed give him time to consider it. 


Mr Jamison: A question to the committee: As far as 
meals are concerned, we are allowed to claim up to $27 
without a voucher. The lunch, one meal a day, was pro- 
vided. Should we make an adjustment in our allowance? 


The Chair: The clerk has informed me that the ad- 
justment will be done on a basis that they will take the cost 
and distribute it over the number of members of the com- 
mittee and deduct it and there will be a sort of prorated— 


Mr Phillips: I just had two sandwiches. 
Mr Jamison: I just had one. 


Ms M. Ward: I could do with two more right now. 
Who took it away? 


The Chair: The press guy. 
Interjections. 


Ms Anderson: It is a question of getting some more 
copies at the same time. 


Mr Christopherson: On that point, I was going to 
suggest that if the reports could be made available, and this 
I think will require the support of the offices of these other 
parties, the opposition parties, if the report could be avail- 
able somewhere in the Legislature that is accessible and 
acceptable to everyone, then it would be up to each caucus 
to distribute them to their members should they desire 
them. The best would be if the committee, under your 
direction, were to receive them through the committee 
mechanism, but if that is not possible I think that second 
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approach would leave it up to the caucuses to get it in the 
hands of their people themselves. 

Ms Anderson: Can I ask another question? 

Mr Christopherson: Sure. I am going to run out of 
answers eventually. 

Ms Anderson: The reports are generally considered 
confidential, so they are normally signed for and signed in 
and out of people’s hands. Part of that would depend on 
whether you go in camera or not when you are writing 
your report. . 

The Chair: I think this is the way we should handle 
this. I just throw it out as a solution, that the question is, if 
you want it available Sunday night, who in this building is 
available to get it on Sunday night? 

Mr Christopherson: I can get them for our caucus. I 
can pick them up. I am not sure how I will distribute them, 
but I can pick them up. 

Mr Hansen: But who do you sign with? Who do you 
get to sign? 

The Chair: Is it possible that if they were available 
Monday morning— 

Mr Christopherson: That does not work as well. The 
whole purpose of Sunday evening is that they can be read 
Sunday evening and discussions would be ready to go. 

Ms Anderson: I shall be sleeping here. 

Mr Christopherson: Could I not suggest this, Mr 
Chair? If indeed the research staff can provide the docu- 
ments in that time frame, then can arrangements not be 
made for some type of courier service to ensure that they 


are mailed out, and it is up to each caucus and mayb 
clerk could contact the—I do not know if there are ce 
whips on these committees, but one person from each 
cus who will find out where these things should be se 
on Sunday night and send them out by courier, rect 
with a signature. 

The Chair: Who is going to sign for it? 

Mr B. Ward: Whoever receives them. 

Mr Christopherson: Yes. A lot of members a 
town Sunday night. 

Mr Hansen: You have Norm Sterling. He is goi 
be flying in from Ottawa-Carleton. Who do you | 
Murray Elston filling in for Monte K winter? 

Mr Phillips: We do not need them Sunday night 
alistically, I do not think we will have any of our men 
who will be poring over it Sunday night. I believe 
thing Monday morning is fine for us, but you guys c 
what you like. 

Mr B. Ward: We will make arrangements togeth 
Sunday night. 

Mr Hansen: I think they should be available to 
of the caucus offices. 


Mr Christopherson: The question is, do we as 
clerk’s office to ensure that they are provided or do v 
it as we think we need it? 

The Chair: I do not think we need all thi 
Hansard. I will adjourn the meeting. 


The committee adjourned at 1729. 
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The committee met at 1007 in committee room 2. 
PRE-BUDGET CONSULTATIONS 


| ONTARIO NATURAL GAS ASSOCIATION 


The Chair: I think we should get a full morning of 
arings and I see a quorum, so I would like to begin and 
come everyone here this morning. I would like to wel- 
me the Ontario Natural Gas Association, Paul E. 
inington, president. If you could introduce your com- 
nions this morning, we will get under way. We would 
e to keep the time frame to half an hour, starting about 
w. You can begin your presentation. 

Mr Pinnington: Thank you, Mr Chairman, and good 
yning to members of the committee. My name is Paul 
mington and I am the president of the Ontario Natural 
is Association. To my immediate left is Mark Wolnik 


* Wolnik is also the chairman of the association. On my 
ry far right is Carl D’Croix who is vice-president, ad- 
nistration, of Cliffside Utility Contractors Ltd, and to 
7 immediate right is Brian Gabel, chairman of the 
;ociation’s finance and operating committee. Mr Gabel 
also comptroller of Union Gas in Chatham, Ontario. 

_We are pleased to be with you and thank you for the 
portunity of being here this morning. This is the fifth 
casion that we have made presentations to this commit- 


| 





) On behalf of the members of the association, we have 
spared a brief entitled Policies to Strengthen the Ontario 
onomy 1991, and this text has been distributed to all 
mbers of the committee. Mr Gabel has prepared an 
2tview of the brief, which he will take us through, and I 
ume it will probably take 18 to 20 minutes. 

Copies of the brief have been provided to all commit- 
_members and with your concurrence, Mr Chairman, I 
uld propose that my colleagues and I respond to ques- 
4s On conclusion of Mr Gabel’s presentation. The brief, 
ng with Mr Gabel’s comments have been provided to 
clerk and a copy to Hansard. Additional copies of the 
ef are available to interested parties. With your permis- 
n, Mr Chairman, I would ask Mr Gabel to proceed. 


_Mr Gabel: Mr Chairman, members of the committee, 
nk you very much for this opportunity to speak with 
1 today about Ontario’s financial and economic affairs. 
© current economic and fiscal situation lends special 
nificance to your pre-budget consultations this year. In 
‘view, the 1991 Ontario budget will be one of the most 
portant in recent history. We feel confident that the 
vasurer will pay close attention to the committee’s find- 
|S and recommendations. 

The Ontario Natural Gas Association is the voice of the 
ural gas industry within Ontario. It has over 300 mem- 
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ber companies and individuals, including gas producers 
and marketers, as well as transmission and distribution 
companies, equipment manufacturers, buyers, professional 
organizations and contractors. If we consider the four 
major gas utilities alone, members have in excess of $6 
billion invested in the province. They employ over 7,000 
persons, serve more than 1.8 million customers and pay 
taxes that approach $200 million. Our association has a 
vital interest in the economic wellbeing of the province. 

We have forwarded to this committee and to the On- 
tario Treasurer a written report entitled Policies to 
Strengthen the Ontario Economy 1991. We will today en- 
deavour to provide a brief overview of that report and the 
recommendations it contains. Our presentation will be 
dealing with four main topic areas: the economic outlook, 
the fiscal realities this government currently faces, the 
issue of the current tax burden and tax reform, and eco- 
nomic issues related to energy. I will recap our recommen- 
dations at the conclusion of the presentation. 

Let me turn first to the economy. The economic out- 
look for 1991 is at present not terrific. The Canadian and 
Ontario economies are in a recession and a turnaround 
may not be expected until the end of 1991 or into 1992. 
Our economic woes are compounded by a recession in the 
United States, high interest rates and a high Canadian dol- 
lar. The conflict in the Middle East adds to our economic 
malaise. Consumers in the business community lack confi- 
dence that a dramatic turnaround can occur in the near 
future. 

It is not a favourable economic outlook at all. In fact, 
we believe the Ministry of Treasury and Economics’ De- 
cember 1990 forecast to be somewhat optimistic. The 
ministry’s forecast presumes a real increase in economic 
activity within the province of one half of 1% in 1991 and 
an average of 2.9% in the three subsequent years. Recent 
comments by the Treasurer have suggested that a less opti- 
mistic outlook may in fact result. In view of the weak 
economic Situation, our association recommends that the 
1991 Ontario budget avoid measures that might further 
depress the business and consumer confidence within the 
province. 

For the medium term, the outlook is also far from rosy. 
We expect that economic recovery when it comes will be 
less robust than in the 1982-89 period. We can expect that 
increases in unemployment will take place before the re- 
covery begins. There are two main reasons why the econ- 
omy will be slow to rebound. First, consumers have 
relatively less capacity to spend than they had in 1982. 
Second, the deficit position that governments presently 
face hampers their ability to put forward new initiatives. 

This slide shows the change in Canadian consumers’ 
capacity to spend relative to 1982. You will note that in 
almost all cases—in fact, in all cases—there are fewer 
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dollars to work with. That is showing the disposable in- 
come for Canadians that is taken up with various fixed 
expenses, such as mortgage debt, other forms of debt and 
income taxes and other taxes. So it is saying 50% of a 
consumer’s income is taken by servicing his mortgage 
debt. 


The Chair: They do not add up 100. 
Mr Gabel: No, there will be other things. 


Mr Phillips: I guess I do not understand that chart. 
Mortgages are 50% of income? 


Mr Gabel: After taxes, yes. 
Mr Phillips: And the other debts? 


Mr Gabel: Other debts, such as car loans, credit 
cards, whatever else. Statistics Canada provides this kind 
of information on a regular basis. 

Given the fiscal circumstances of government and the 
financial capacity of consumers, there seems little chance 
that we can spend our way back to prosperity. The greatest 
potential for stimulating an economic turnaround lies with 
the business community. If the confidence of the business 
community can be bolstered, then business activity will 
increase, boosting employment and incomes. Part of that 
increase in business activity will come from rising exports, 
once interest rates and the external value of the Canadian 
dollar are allowed to decline to lower levels. 

Accordingly, as this slide shows, the association rec- 
ommends that the 1991 Ontario budget contain no net tax 
increases and should convey a strong message of confi- 
dence in the business sector. 

There is need for fundamental change in approach and 
attitudes if Ontario is to stay competitive in the global 
economy of the future. Our ability to compete and to raise 
our standard of living will depend to a large extent on our 
ability to improve productivity. 

Our submission discusses the need for new problem- 
solving mechanisms. For example, we must find new ways 
to communicate and co-operate in the areas of worker 
training and technology advancement. In that regard, pro- 
grams like the new Canadian Labour Force Development 
Board present a new opportunity. 


Mr Elston: Can I ask a question? 
Mr Gabel: Yes. 


Mr Elston: You just make the statement that wealth 
will be increased by productivity. Is that right? 


Mr Gabel: Yes. 
Mr Elston: Wealth from what? 
Mr Gabel: In terms of gross domestic product. 


Mr Elston: Yes, I know, but wealth has to come from 
someplace, I do not care whether it is stated in the GDP or 
whatever it is called. Where are you looking at this wealth 
arising from? What sectors are you looking at as creating 
the wealth? 


Mr Gabel: As a general statement, I think what we 
are saying is that whatever industries Ontario leans to- 
wards in future years are going to have to be competitive 
on a global scale. In order to be competitive on a global 


scale, the net outputs that are achieved per unit of inpu 
going to have to be greater than competitor nations. 
Mr Elston: But are you suggesting that we in On 
might very well choose the areas that we want to high 
for the creation of that wealth or are you just merely r 
ing the statement, “Wealth comes from better produ 
ity”? That seems to me to be fairly self-explanatory, bu 


Mr Gabel: I think both really. If we look, for ex 
ple, at Michael Porter’s work on the area of productivit 
nations, and I think he has a book out dealing with 
particular topic, he suggests that nations and provi 
should not be looking to specialize in all things. You 
not be all things to all people any more than you or | 
individuals, can be all things to all people. We hav 
concentrate in the areas that we can do best, where we 
add the maximum value. His proposition, and I think it 
logical proposition, is that by doing so you create 
greatest wealth, not just for the companies but for the i 
vidual workers, because you are able to afford to pay tl 
the maximum dollar for their labour input. 


Mr Elston: So would part of your submission to 
Treasurer, since he is asking for long-term as well as sh 
term advice, be that he highlight or isolate certain sec 
of the provincial wealth in which to increase productivii 


Mr Gabel: Absolutely. I think there are certain ai 
where we can have a bigger bang for the buck. 


Mr Elston: Does that come up later in your preset 
tion? Am I getting ahead of myself just asking these ql 
tions? 

Mr Gabel: No, I think in terms of trying to iso 
what the particular industries are where we might achi 
the greatest returns, we have not tried to do that in 
proposal. There are other people who have tried to do tl 
I think the Economic Council of Canada has tried to 
forward some suggestions in that regard. 

As I recall, the Premier’s Council was moving in t 
direction as well, that is, the Ontario Premier’s Council. 
there are other people who are doing that kind of work 
us. All we are saying is that we have to follow up ont 
work and try to make some definitive policy statements. 


Mr Elston: So you are endorsing that activity then 
the current administration. 


Mr Gabel: Our recommendations in this area are tv 
First, as shown on this slide, we recommend that the stat 
ing committee review the findings and recommendatic 
of the Economic Council of Canada on skills training a 
the proposed mandate and funding of the Canadian Labc 
Force Development Board for their implications for C 
tario. 

Second, we suggest that in 1991 the government 
Ontario convene a trilevel intergovernmental conferen 
with private sector participation to identify the issues a 
priorities and potential mechanisms for improved proble: 
solving. Examples of issues they may wish to discuss ¢ 
waste reduction and disposal alternatives and the econon 
consequences of public sector spending. 
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Now I would like to turn to the fiscal realities that we 
_must face in the very difficult economy of today. We 
ve, as the Treasurer has noted on a few occasions, a 
mificant budget deficit. The 1980s was an era of very 
bstantial tax increases. These tax increases financed dra- 
tically increased government spending. Pressures for 
rther spending continue, despite the size of the current 
ficit and the weak economy. It is a very difficult circum- 
ince for a government and its constituents to face, but 
2e it we must. 
Based on the Ministry of Treasury and Economics’ me- 
4m-term economic projections, ONGA estimates that if 
penditures continue to grow at the rate experienced over 
+ past decade and if taxes are not increased, the deficit 
uld reach almost $12 billion in just four years’ time. 
\ere is clearly a need for some restraint. 


_Mr Phillips: That is with the assumption that the GDP 
ll grow at the rate the Treasury said it would grow? 


_Mr Gabel: That is correct. 


Mrs Sullivan: With no added revenue or expenditure 
pves. 





» GDP growth. 


The Chair: Could I recommend that we go back to 
» format? I will take names and we will have the ques- 
ns at the end in order, please. 


_Mr Gabel: Thank you. Ontario simply cannot afford 
other decade of successive tax increases. Accordingly, 
» recommend that the standing committee advise the 
2asurer that assuming no tax increases, the expenditure 
ywth rate over the medium term must be held in the 
tion of 7% per annum simply to hold the deficit in the 
billion range and that to balance the budget would re- 
ire a growth rate in the 6% per annum range. 

_Mr Chairman, it should be noted that a 6% expenditure 
wth rate allows for approximately a 2% annual increase 
teal spending if inflation averages 4.1%, as forecast by 
: Ministry of Treasury and Economics. 

Continuing on the topic of taxes, the tax burden in 
tario increases every year. When we reported to you 
> year ago, we estimated that the cumulative effect of 
wWincial tax increases during the 1980s was to increase 
dget revenues in the fiscal 1989-90 period by as much 
$7 billion, when compared to revenues that would have 
*n taken had no tax increases been imposed. 

During the 1980s, local governments also increased 
ir tax revenues and the federal government has imple- 
nted tax reform. These changes in tax levels also impact 
Ontario residents. It is certainly an appropriate time for 
tudy of taxation in Ontario by the proposed Fair Tax 
mmission. 

We recommend that the mandate of the Fair Tax Com- 
3sion be decided and announced as soon as possible and 
jt the commission address, in addition to equity issues, 
| equally important issues bearing on tax efficiency and 
iplicity and the impact of tax reform on economic 
)wth and productivity. 































| Mr Gabel: With the inflation and revenue at 90% of 
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We also recommend that for sales tax reform the gov- 
ernment consider changes that would simplify tax compli- 
ance for Ontario residents and reduce tax administration 
costs for taxpayers and for governments. 

Our final topic for discussion this morning is energy. 
Ontario accounts for one third of Canada’s energy require- 
ments. Our sources of end-use energy are diversified; how- 
ever, steps must be taken to improve our energy security. 
We depend on oil for almost 40% of our energy needs and 
on electricity for another 20%. There are risks related to 
the supply of these two sources of energy, which account 
for almost 60% of our total end-use energy requirements. 
The Gulf war, for example, suggests that it would be pru- 
dent to reduce our dependency on oil. Moreover, Ontario 
Hydro has determined that the province faces the prospect 
of near-term electricity supply shortages. Natural gas and 
proven natural gas technologies are a viable alternative to 
oil, coal and, to some extent, electricity. 

As I started to mention previously, Ontario Hydro’s 
25-year demand-supply plan indicates that even after ex- 
ploiting the potential for electricity conservation, Ontario 
faces electricity supply shortages within this decade. The 
Environmental Assessment Board hearing will be assess- 
ing the requirements and rationale for new demand-supply 
options, including natural gas options, that have been iden- 
tified by Ontario Hydro. Our association will be participat- 
ing in a focused manner at this hearing. 

We do have concerns, however, with the pace at which 
the adoption of these new electrical generation options 
might proceed. The Environmental Assessment Board 
hearing could take up to three years. For that reason, we 
recommend that the government take interim steps, as nec- 
essary, to ensure the timely development of parallel gener- 
ation and to support Hydro in the timely integration of 
natural gas into Hydro thermal plants and also to encour- 
age the economic substitution of natural gas for electricity, 
wherever appropriate. 

One last energy topic is natural gas for vehicles, of 
which we have spoken to this committee in our prior pre- 
sentations. 

Natural gas for vehicles remains an important new 
market for the natural gas industry in Ontario, and member 
utilities have certainly been pursuing that opportunity. In 
excess of 8,500 Ontario vehicles are currently operating on 
natural gas and there are more than 40 natural gas refuell- 
ing stations within the province. We now have transit 
buses that run on natural gas and can refuel in seven min- 
utes and operate for 19 to 20 hours before they are again 
refuelled. 

It is, in our view, a market with tremendous potential, 
for more than $200 million of industry investment may be 
expended by the year 2000. If those investment levels are 
achieved, we might expect 400 million litres of gasoline to 
be displaced on an annual basis. As I said, it is a market 
with potential, but it is still a market that is in its infancy. 

ONGA recommends that the existing NGV incentives 
be maintained to improve energy efficiency and energy 
security, to lower emissions and to provide necessary sup- 
port to the NGV industry while it is still being established, 
and that the standing committee support this position. 
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To recap, we, as an association and as Ontarians, are 
concerned that the economic recovery may not begin in 
Ontario until late 1991 or early 1992, and that over the 
medium term economic growth may be modest when com- 
pared to the post 1981-82 period. 

We are also concerned that for Ontario to compete in 
the global economy we must have measures implemented 
that allow us to improve our skills training and boost the 
productivity of industry. 

At the same time; however, we have a concern that 
Ontario’s fiscal situation requires a firm de-escalation of 
the expenditure growth rate. There is simply no room for 
another round of tax increases. There are, however, some 
opportunities for greater efficiencies at all levels. In that 
regard, we encourage greater co-operation among all three 
levels of government and between the governments and 
the private sector in order to jointly identify key issues and 
develop new mechanisms for problem solving. 

Last, energy security is vital to Ontario, and demand 
for electricity will track higher as the economy strength- 
ens. The government has to take interim steps as neces- 
sary, to ensure that the Environmental Assessment Board 
hearing on Hydro’s demand-supply plan does not delay 
unduly the implementation of essential and viable demand 
supply options. We also encourage your continued support 
for the natural gas for vehicles program. We hope you will 
take account of these recommendations in your report to 
the Ontario Treasurer. 


Mr Phillips: Thank you very much for a very 
thoughtful presentation. A lot of work, I know, went into it. 

On one observation somewhere in here about an imbal- 
ance of revenue and expenditures: Just to remind you, 
there was a surplus last year, and I think any reasonable 
person would say there would have been a surplus this 
year had we not run into a tough recession. Revenues, in 
spite of that, will be within 1% of what was estimated a 
year ago for this fiscal year. I suspect many of your busi- 
nesses would like to be within 1% of their revenues, as we 
are now. 
1030 

My question, though, really is just around the deficit. 
The fact of the matter is that an election was held just a 
few months ago. The new government was elected on the 
basis of not restraining spending but rather of implement- 
ing certain programs. Recognizing that reality—your ad- 
vice, I know, is to raise no taxes—assuming that it is going 
to be difficult to restrain the spending in your line, would 
you still say no taxes and just let the deficit rise? 


Mr Gabel: I think what we are saying is that expendi- 
tures have been rising at the rate of a little in excess of 
10% per year in recent years. That is obviously a good deal 
in excess of what inflation has been running. We think the 
economy has reached the state where there is rather limited 
prospects to collect more taxes, and that there has to be 
every effort taken to reduce expenditures rather than to 
merely continue on an upward trend. I appreciate that may 
be more easily said than done. 


Mr Phillips: It is having just gone through an election 
when the people spoke, and the agenda on which the party 


that won ran said, “Listen, there’s a recession but we 
are going to spend this money.” I think it is going to 
little difficult for the government to implement your 
posals. That is all. 


Mr Pinnington: I guess the decision regarding 
the government will spend we will not know until w 
the budget. So to some extent, it is not appropriate for 
comment on what was said prior to an election. 


Mr Phillips: I appreciate, as I say, a very thoug 
and I think extremely useful presentation. I am just t 
to condition ourselves to reality. 


Mr Pinnington: We recognize that the reality i: 
tremely difficult, to curtail spending. The other side o 
coin, of course, is the kinds of deficits that are proje 
here and they clearly could be extremely damaging. 


Mr Phillips: Well, we never got our message ¢ 
guess. 


Mr Hansen: One slide there says, “Potential On 
budget deficits: 1990-91.” I notice 2.5, and I see that : 
figure at the end in 1994-95 at 11.8. Could I get a« 
ment on the source of this and the research gone into 
I thought when I was listening to the Ontario Natural 
Association I would be hearing more about natural g 
did not expect to be hearing more of a banker’s report. 


Mr Gabel: We provide some information respe 
that in our report, which is the blue document that w 
have gone out a little while ago. There is a chart th 
included there at page 27. Perhaps I will give you the 
overview of it. 

What we have tried to use is the Treasury and Ecor 
ics forecast as to GDP growth over the forecast perio 
to 1995, as well as the trend as to expenditure grow 
recent years, which is an increase in expenditure grow 
some 10.4% per year on average. We then have jus 
flated the revenues, which are from the Treasury de 
ment, and the expenditures, which are from the Trea 
department, by those respective inflation rates, being 
GDP growth and the expenditure growth rate. 

It is not meant to necessarily be Treasury 
Economics’s forecast of what the future would be as n 
as saying here is what its forecast of revenue grt 
would be if we take past experience in terms of expe 
ture growth, and this is the kind of situation you are g 
to be facing four years down the road. 


Mrs Sullivan: I wanted to move to the energy sec 
of your report. Like my colleague, I think this report 
been very well done. 

I am looking at your conclusion that there may be € 
tricity shortages in the 1990s. You see an increased role 
natural gas. I wonder if you would comment on the at 
ability of supply, including measures that may be taket 
the provincial government or required by the provir 
government in terms of pipeline activity and the kind 
costs that might be needed. I also look to page 6, 
possibility of need for interim measures re the DSP 
wonder what kind of interim measures you mean. Do. 
mean provincial incentives for co-generation? 
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Mr Pinnington: I will have a go at responding to 
1ose questions directly. I could speak for half an hour on 
iese issues. 

Recognizing that we are running close, let me tell you 
jat in terms of the supply of natural gas, it is an abundant 
source in Canada. In the western sedimentary basin— 
Be chewan, Alberta and British Columbia—the known 
sserves of natural gas are in the area of 90 trillion cubic 
»et. In terms of Canadian consumption, we are looking at 
0 years-plus, in terms of a life index. There are very 
ibstantial additional quantities of gas known to be there 
sat could be available, as the price of gas would increase. 
ve do not see any problem in terms of an abundant supply 
ad competitive price of natural gas. 

Pipelines we view as a mechanical proposition. Given 
ie need for a pipeline, the financing for a pipeline, we can 
ut a major pipeline addition in place within a couple of 
ears; 24 to 30 months is the time horizon, for example, 
uoted by TransCanada PipeLines. 

| With regard to the demand-supply plan itself and the 
ferim measures, Hydro’s demand-supply plan, as you 
now, had an emphasis for the addition of nuclear capac- 
y. The timing of that capacity was seen to be 12 to 15 
ears out, going through the whole planning process until 
ou had the capacity in place, but clearly the demand data, 
ie statistics that are provided, indicate that power will be 
‘quired in the interim. It is in that interim period that 
= gas could provide significant quantities of power. A 
igh-efficiency, natural gas, electric-power generation fa- 
lity could probably be put in, say, in a matter of two to 
ree years. The technologies are relatively simple, off the 
1elf. We can produce electric power as efficiently as over 
0% using co-generation, which is a term you have, I am 
ire, heard of from time to time. Of course, there are im- 
lense environmental benefits to be had in using that tech- 
ology, as well. 

_ There are also other things in an interim way. There is 
ill a fair amount of. electricity used in heating homes, 
hich we think is an inappropriate use. We have been 
orking with Hydro, and it indeed is responding to reduce 
‘© power used in electric heating, in the heating of hot 
jater. There are still many homes that use electricity to 
ea hot water, and of course we believe that an inefficient 
se of electric power as well. 


_ Mrs Sullivan: I guess I was really wondering about 
overnment incentives for co-generation. Are they neces- 
\ry to meet that interim supply need? 


| Mr Pinnington: The position we have taken in the 
ast is that this industry should not be looking for incen- 
ves in terms of financial incentives. I would like to make 
iat very clear. What we are looking for from this govern- 
ent is clear policy statements indicating how these en- 
‘gy forms are best used; legislation and regulation that 
jould ensure there is a proper use of energy. But the natu- 
J gas industry has not asked for financial incentives. 
There is one area that we have concentrated on re- 
tly: buyback rates for co-generation. We would look for 
1idance from the government and assistance in terms of 
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establishing reasonable buyback rates on the part of On- 
tario Hydro. 

Mr Wolnik: I might just add to that, the availability of 
technology to make co-generation is real, the use of natural 
gas in vehicles is real, and the use of higher-efficiency 
equipment for space heating is here, it is proven. So it is 
not a matter of going out to develop this technology. It is 
being used, it is here. It is just a matter of getting the kind 
of buyback rate for co-generation that will make this hap- 
pen. I think that is the kind of thing this committee can 
help with. 

1040 


Mr Elston: Just one comment about the energy sec- 
tion of your paper: You mentioned that natural gas could 
be a good alternative, but there are large parts of the prov- 
ince for which there is no option towards natural gas. I 
moved from one part of Ontario, Wingham—northern 
Huron county, which is not served at all. Happily, I moved 
to Walkerton, where we do have Union Gas supply. I am a 
monthly cheque writer, or at least either myself or my 
spouse is. But there are large parts of the rest of Bruce 
county which are not served and for which there is no 
alternative, so we continue to heat the water with electric- 
ity and otherwise. What do you do for those people who 
do not have any choice? Obviously, you do not want to 
give away the money by putting in a pipeline until you are 
guaranteed a big user at the far end of it. 

Mr Pinnington: Any time a utility puts a new piece 
of pipe in the ground, for example, to serve Wingham or 
the peninsula area, it must appear before the Ontario En- 
ergy Board and prove that the pipeline is cost-justified. 
There have been programs; the distribution system expan- 
sion program that the federal government initiated some 
years back, where there was some subsidy, put natural gas 
into many, many communities. 

There is now discussion going on with the Ministry of 
Energy and with Ontario Hydro and before the Ontario 
Energy Board to re-examine some of these areas that are 
marginal even now, to see if we cannot find ways to cost 
justify their number. Chalk River is one, Parry Sound, I 
think, is another. There is quite a number of areas we 
would very much like to get to. 

In response to a question Mrs Sullivan asked, there is 
reason to believe that possibly between Ontario Hydro and 
the natural gas industry there may be some opportunity to 
find the funding for those pipelines that would be seen to 
be reducing the need for electricity. So we are attempting 
every reasonable creative activity we can to get gas to as 
many people as we can. 


Mr Elston: You will probably agree, however, as the 
economy closes many plants permanently in some of these 
places—Wingham, for instance, just found out that one of 
its two door factories will be closed permanently as of 
April 1991. Stanley Door is done, Premdor is basically 
done, Royal Homes has closed down at least until March; 
we will find out what happens in the spring there. Would it 
be rational to assume that if all those plants are closing 
down and there is not a large industrial user, it would be 
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less likely that you would be able to prove the economic 
utility of going in? 

Mr Pinnington: There is no question, the smaller the 
load in any given area the more difficult it is to justify the 
pipe. The problem you mention is, I think, a very impor- 
tant one to this province and one we should be looking at 
very carefully. We are very much aware of the closing of 
these facilities. 


Mr Elston: I got sidetracked a wee bit. I will look at a 
couple of areas on the report. There are two things. One is 
the comment about federal tax reform, which I am inter- 
ested in, and the other is the issue of the first statement, 
which was a recommendation that the budget avoid mea- 
sures that might further depress business and consumer 
confidence. I presume that basically means no increased 
spending, no increased taxes. Is that fair, to wrap it up in 
those two short words? 


Mr Gabel: The absolute absence of tax increases or 
spending increases I am not sure would be absolutely es- 
sential. But certainly directionally, we have to be moving 
in that way. If you read the Economic Council of Canada 
document, which I think was its 27th annual review, it had 
a survey that had been done regarding consumer and busi- 
ness confidence levels and it really was a very grim report 
in terms of business confidence within the Canadian econ- 
omy. I guess what we are trying to say is that we have to 
create a framework where we are saying that this is a good 
place to do business, that there are not going to be rude 
surprises, that we are. going to be doing rational, thoughtful 
things that are creating a good environment for the long- 
term health of the province. I think that is really what we 
are trying to get the most. 


Mr Elston: But your report, basically, to us, has said 
that there should be no net new taxes. 


Mr Gabel: We would certainly encourage that, yes. 


Mr Elston: Of the items in the Agenda for People, 
which I am sure you have sort of taken a look at in general, 
which would you highlight for us as being the rational and 
the ones you would say are irrational, if I can put it in your 
own words? An Agenda for People was the framework 
around which the election was fought and won by the New 
Democratic Party. You said that as long as the government 
takes after expenditures which are considered to be ratio- 
nal and therefore makes us look like a reasonable place to 
do business, we will be happy. If that is the case, which of 
the items in An Agenda for People would you think might 
be rational? Is that being too precise? 


Mr Pinnington: We do not have a copy of the Agenda 
for People. 


Mr Elston: Okay, let’s take a look at a couple of 
items. 

Pay equity: an increase in pay equity; application to the 
people who are not already covered by the pay equity 
legislation. Is that rational or irrational? 


Mr Pinnington: We are in the middle of pay equity 
activity, obviously, at this point in time and certainly the 
industry is very much in favour of equitable pay. I think 
one of the major questions is, how do you establish that? 
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We are certainly struggling with those kinds of questior 
think there is probably another extremely important « 
and this was mentioned in Mr Gabel’s presentation. As 
do these things you must remember that we have an 
tremely competitive environment that we are working 
Not just provincially, not just nationally not just contir 
tally but globally. You mentioned Stanley Door and sc 
of these people heading out of this province. This is 
extremely critical observation. I am sure wages and s; 
ries are one of the elements of that decision-making | 
cess, so we stand for it in principle but we are concer 
about some of the costs associated with it. 


Mr Elston: What would you think of the wage prot 
tion fund which was promised in An Agenda for Peor 
Is that a rational provision? 


Mr Pinnington: I think we probably have not had 
Opportunity to consider that. I am not sure what our cor 
rate position would be. 


Mr Elston: I am only going through some of th 
items because as we give advice to the Treasurer, he 
going to have to make choices. When business comes to 
and says, “We want to be sure that business confidence 
kept at a high level and that we don’t depress consun 
confidence and the whole works so that our economy ci 
tinues,” we have to understand the choices to be made 
the Treasurer, at least provide him advice on those choic 
If he should not choose to go with pay equity, that is soi 
advice that may be of help to him from your perspective 
does not mean that he is going to have to go with it. Ik 
going to be rational to give 50% increases to nurses int 
province, as the Premier has indicated there should be? 
that rational? 


Mr B. Ward: Wait a minute now, 50%? 


The Chair: Mr Elston, this is going on quite a bit 
time. I do not really like to cut people off, but— 


Mr Elston: You are going to cut me off. 
The Chair: I would like you to wrap it up. 


Mr Elston: Okay, I will go to the federal governme 
tax reform issue. Do you characterize GST as tax reforr 
Is it not just tax substitution? 


Mr Gabel: It is part of a tax reform plan. It is really 
substitution of revenue sources. 


Mr Elston: Okay, that is the first part. What is the re 
of their tax reform plan? 


Mr Gabel: The rest of the tax reform plan, as it w. 
put into the legislation, over a period of time involve 
changes in taxation with regard to pensions and there w: 
a whole host of other matters. This all took place sever 
years ago and it has been implemented piecemeal over 
period of time. 


Mr Elston: Not all of it has; actually some of tI 
plans came forward and were denied and turned down. 

Mr Gabel: That is correct. 

Mr Elston: The GST is the only part that has reall 
come forward, I suspect, and it is really just a revent 


substitution, in fact a revenue enhancer, is it not, instead ¢ 
a tax reform? 


| Mr Gabel: My understanding is that over the long 
rm it is a tax enhancer, yes. 
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Mr Elston: Is there something here in Ontario that 
ju believe should be done with tax reform that would be 
ees similarly to the GST? 


Mr Gabel: I think what we were maybe trying to 
cus on when we were talking about the issues of effi- 
ency related to taxation was the potential for economies 
stween all the levels of government. The federal govern- 
ent now has its own version of the sales tax; the provin- 
al has its own version of the sales tax. The federal 
yvernment has income taxes; the provincial government 
1s income taxes. They all have their own administrative 
‘ocedures, their own bureaucracy to support tax collec- 
mn and administration. They have their own auditors. It 
st strikes us as being an opportunity where—perhaps it is 
at going to work out entirely as efficently as we would 
xe—there are some opportunities for there to be econo- 
ies realized by trying to meld these systems together to 
e extent that we can. 

Mr Elston: So you would like to see it rationalized in 

ims of collection. 

' Mr Gabel: I would expect that the entire process 

vuld be rationalized somewhat. 

| Mr Elston: I just want one more line on this. That has 

do with municipal taxes, because you have highlighted 
se as being much too high as well. Are you advocating 

change in the direction of revenues from municipal taxa- 

yn in terms of the programs that they pay for now? 


_ Mr Gabel: I do not think we are trying to focus on 
dividual programs as much as we are saying that we 
ive three levels of government that are all bordering on 
same jurisdictions. In some cases the government at 
€ federal level will have departments that are the same as 
‘partments that you have at the provincial level. You have 
unicipalities that are involved as well in things like wel- 
re. Each one of them is creating its decisions in isolation 
an extent. We have to believe that there is, again, poten- 
ul for greater efficiencies to the extent that there can be 
me commonality in terms of objectives. I am going to 
val with this and you are going to deal with that, folks. So 
© are not going to try to cross boundaries. 

Mr Elston: So the association would advocate a cen- 
ilizing of the taxation authority and perhaps rationaliza- 
pn into one or two precise areas of that. 


| Mr Gabel: I am not necessarily saying a centraliza- 
on of the tax authorities as much as let’s try to co-operate 
| the extent that we can, folks, find a common ground, 
iminate the duplication to the extent that we can. 

Mr B. Ward: I will be fairly brief. I think just for the 
(cord, though, if Mr Elston was here when the ONA were 
\re for their presentation, they in fact stated that that 50% 
aS a misconception played up by the press and that that 
{aS not part of their demands, just for the record. I do not 
tlieve the Premier committed to 50%. 

| Mr Elston: Thanks, Brad. 


Mr B. Ward: Just pick up the phone and call. 
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Just a question on your recommendations that there 
should be no increase in taxes, no increase other than the 
6% in spending. That would suggest that you would be 
recommending we would be looking at spending priorities, 
spending efficiencies, programs that are existing that per- 
haps should not be. Is that what you envision? 

Mr Gabel: That would be fair. 


Mr B. Ward: I noticed in your blue-book brief, and 
you touched on it in the black book, you mentioned the 
natural gas vehicles program, yet I could not find how 
much of a tax subsidy overall the government gives to that 
initiative. There can be no denying that your industry 
would benefit from this program, which is why you are 
recommending continuing it. Just so I have an understand- 
ing how much of a subsidy we are indirectly or directly 
giving your industry, do you have an overall tax expendi- 
ture figure for your industry if you include the NGV pro- 
gram? Because I could not find how much the overall 
program cost. You mentioned Alberta and the federal gov- 
ernment. 


Mr Gabel: I could not tell you what the number 
would be. What the NGV industry receives at the present 
time is I believe the forgiveness of the provincial sales tax 
on vehicle conversions. 

Mr B. Ward: Up to $1,000. 

Mr Gabel: Yes, up to $1,000. 

Mr B. Ward: And waives provincial fuel taxes. 

Mr Gabel: That is right. 


Mr B. Ward: Is it possible we could get that from our 
Treasury, Mr Chairman, or is that something that— 


Interjection. 


Mr B. Ward: Thank you. So you did not actually 
have a total figure other than the specifics and a recom- 
mendation that we continue that subsidy. 


Mr Pinnington: I am sure we have that data. 


Mr B. Ward: If you can, just from your end, to see 
how it compares, I would appreciate that. It would help us 
to make the recommendations to the Treasury. 


Mr Pinnington: I will commit to provide that infor- 
mation. 


The Chair: On behalf of the committee, I would like 
to thank you for your presentation. 


CREDIT UNION CENTRAL OF ONTARIO LTD 


The Chair: Our next presenters are the Credit Union 
Central of Ontario Ltd; Warren Hanstead, director, and 
Bruce Neville, director. You could begin and perhaps you 
could introduce yourselves since there are more than two 
people there. 


Ms Mac Donald: My name is Adelaide Mac Donald. 
I am general counsel for Credit Union Central of Ontario 
Ltd. 

To my left is Warren Hanstead, who is a director of 
Credit Union Central of Ontario. He is also general man- 
ager of National Defence Credit Union Ltd in Ottawa. He 
is a former chairman of Credit Union Central of Ontario. 
Presently he is a director of Co-operative Trust Co of 
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Canada. He is a former director of the Ontario Share and 
Deposit Insurance Corp and he is also a former director of 
our national organization, the Canadian Co-operative 
Credit Society. 

To my right is Bruce Neville, who is also a director of 
Credit Union Central of Ontario Ltd. He is also president 
of the Workers Compensation Board Credit Union Ltd. 

We are very pleased to have the opportunity to speak to 
your committee. Our brief includes some information 
about Credit Union Central, about credit unions. We also 
have included some notes on the economy which were 
prepared by our national organization and presented as part 
of the federal pre-budget consultation process. We have 
also included a few notes on some things which are credit 
union concerns that have implications for the budget. 

Mr Hanstead will speak very briefly on what the credit 
union movement is, Mr Neville will speak on our role in 
the Ontario economy and then Mr Hanstead will briefly 
speak again on some budget implications. However, we 
would like to leave ample time for questions and we would 
be very pleased to answer any questions you may have. 


Mr Hanstead: I think it should be clear that within 
our brief you do not see us make any recommendations. 
We do have a couple of concerns we wish to talk to after- 
wards. 

We believe it is very important that the government of 
Ontario realize how large the credit union system is in this 
province and what implications there can be on any pro- 
gram you do put into effect or cancel. I will just briefly go 
through what is the credit union system in Ontario, how 
large we are and, as I said, Mr Neville will follow after me. 

Actually, the Credit Union Central of Ontario is the 
provincial organization. It is the financial service and trade 
association for about 600 credit unions in Ontario. There 
are about 1.3 million members of credit unions that belong 
to Central. Central is owned and controlled by its member 
credit unions. Membership is not mandatory, but the vast 
majority of credit unions in Ontario are members. I think 
around 61% belong to our central, then we have another 
25% that belong to two French centrals, so the organized 
movement in the province of Ontario is about 85% within 
three centrals. 


1100 

The Credit Union Central is governed by an 18-mem- 
ber board of directors and the current chairman is Mr Carl 
Zawadzki, a director of Family Savings and Credit Union 
in St Catharines, and Mr Ed Grad is our chief executive 
officer. It should be noted that the credit union directors 
are elected at our annual meeting each March and they 
come from all parts of the province, from different types of 
credit unions and different sizes of credit unions. 

The Credit Union Central of Ontario employs 230 peo- 
ple, has assets of $1.2 billion and had a net income in 1989 
of $6.7 million. The 586 member credit unions provided 
financial services to 1.3 million members, have approxi- 
mately $7.4 billion in assets, employ approximately 3,000 
people full-time and 1,200 part-time across the province, 
and have nearly 9,000 volunteers. 


I think it should be noted that the number of outlets 
credit unions to serve people combined is larger than | 
of the major chartered banks. The credit union system 
whole has the largest distribution of outlets in the pr 
ince. 

If we want to talk about not just the credit union gs 
tem in Ontario or the central but also the Ontario mo 
ment—the combined movement in the province of Onte 
has $10.2 billion in assets—we have 2 million membs 
there are 5,000 full-time and part-time employees. 

The roots of the Ontario credit union system are fot 
in the mid-19th century in Europe, where farmers poo 
their savings in credit societies in order to assist those 
their number who were on their own financially unable 
invest in land, livestock and equipment. A similar concer 
for the financial difficulties of the poor led to the establi 
ment of Canada’s first credit union in 1900 in Lévis, Q 
bec. The Ontario credit union movement consists of peo; 
who have joined co-operatively to pool their savin 
Credit unions make loans to their members at favoural 
rates, provide other financial services of interest to th 
members and return net earnings to their members in | 
form of dividends and interest rebates on loans. 

I just got my coat tugged here. I have a tendency, wh 
I am reading a speech, to go faster than I should. In fact 
always get tugged at the union meeting for doing the sat 
thing. So you can always take your tape and slow it do 
later on. 

Each credit union is locally owned and democratica 
controlled by its members, who are associated by a coi 
mon ethnic, religious, occupational or community bor 
Examples of credit unions falling into these categories ¢ 
Ukrainian Credit Union Ltd, Catholic Parishes of Pe 
Credit Union Ltd, Provincial Civil Servants O.R. Cre 
Union Ltd, Auto Workers (Oshawa) Credit Union Ltd ai 
Hamilton Community Credit Union Ltd. Local ownershi 
democratic control and a common bond of associatic 
which are the characteristic elements of the Ontario cre 
union movement, lead members to identify closely wi 
their respective credit unions. 

I have a total of five more minutes so we do this dem 
cratically and we understand your problem and Bruce 
more long-winded than I am. So what I will do is g 
Bruce to speak at this time and he can carry on. 

Mr Neville: And then I will get kicked. 

Leading into the economic impact, to re-emphasize, v 
are self-help financial institutions serving 1.1 millic 
members in Ontario over the age of 18. We are membe 
owned- and -controlled and we help communities; we hel 
people in communities. We are community-oriented, 
support and finance community projects such as non-prof 
housing through our local credit unions, and if there is 
project in an area that is too large for the local credit unio 
to handle, then Credit Union Central syndicates loans an 
it is handled through Credit Union Central. 

We are in all areas of the province, as Warren says, an 
we have gone into some areas after the banks have pulle 
Out so that we can service the members in that area. We al 
sensitive to our members’ needs, particularly during ecc 
nomic downturns. The local economy in the area, the loc 
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conomic outlook, impacts the credit unions which, as we 
aid, are localized financial institutions. We help our mem- 
ers get through the tough times such as during layoffs that 
vill occur now. Credit Union Central will provide in- 
reased lines of credit to the credit unions in the areas to 
elp when members draw down on their savings, and they 
re drawing down on them faster than the other members 
1 the community are repaying their loans. 

I guess we should tell you that our system is consoli- 
ating and that we are in the process of developing a com- 
ton vision that will allow the system to really unify and 
ork towards a common vision in Ontario. We are work- 
1g to get Our message out and we want to bring our mes- 
ge before this committee. We are innovators in financial 
stitutions. We are the ones that brought you daily-interest 
avings accounts first and the banks copied. We brought 
ou the weekly payment mortgages. We brought you the 
ebit cards and we brought you the automated teller ma- 

ines. Because of it and because they were so successful, 
ley were copied by the other financial institutions. I guess 
will leave it at that. 


_ Ms Mac Donald: Warren is going to speak on some 
f the budget implications of credit union concerns. 





n into discussion with, and Mr Elston was well aware 
fit in his past role, is that we were trying to work with 
1e Ontario Share and Deposit Insurance Corp and other 
-edit unions to finally put away under wraps the problems 
lat stem from the early 1980s, the very high interest rates 
ad depression which caused the credit union system of 
ntario to have some problems within its own ranks. 

To date, the credit union system has funded that itself. 
here is a large outstanding obligation that the system is 
$0 prepared to look after. However, we feel that some- 
mes it might be a little bit too much for one organization 
Carry and we were talking about approaches to the gov- 
nment for some $28 million of funding to help offset 
ome of those costs. That is only $28 million out of some- 
ting like $112 million or $115 million of deficits that 
ive to be looked after. The credit union system would be 
aying the balance. 
| With the change of government and change of people 
_ different spots, we are not sure where this is going. We 
) not want it to be lost or left under the table. As I said, 
¢ are prepared to do our share, but when we take a look 
ick at the deposit insurance corporation, it has been a few 
pars since we have had any direct impact as to how it is 
anaged and operated, and although we are required to 
ck up some 60% of the bill, we did not have any demo- 
atic process. 

There were opportunities for appointments of director 
‘that corporation that could look after the central, but for 
hatever reason that was not taken and done. Therefore, 
I probably six or seven years we feel that not having an 
)portunity for input, and the expertise that the central has 
id its members have, to ask for some government assis- 
Nce in retiring this obligation so that we can continue to 
lild and go on into the future is very important. The other 




















Mr Hanstead: One of the major items that we have - 


thing is that we pay all those premiums ourselves and it 
goes directly to the credit unions. 

Another item we understand you are talking about is 
payroll deductions for civil service employees and there is 
some talk that maybe this will not be available. This is 
very important to the credit union system, not only provin- 
cially but federally, and managing a federal credit union, 
there was talk of that there as well at one time, but we 
think that is an excellent way for people to save. We think 
it is an excellent way to look after obligations. Somebody 
gave statistics on mortgage loans, what percentage has to 
be used each month. We find that payroll deductions are 
just a great way for our members to look after their obliga- 
tions and we would not want to see anything done to can- 
cel that, at least without an opportunity to make 
representation to the government. 

Those are two of the major items. One thing I think 
you also have to understand is that when we talk about 
locations and implications of taxes, when you have the 
number of locations that we do have in the province of 
Ontario, anything that impacts even down to municipal 
taxes has an impact on our bottom line so that even the 
health tax that was put on—when you look at the number 
of employees we have who used to be paid for by the 
employees and ourselves, 50-50, in some cases is now 
100% paid by the employer. I think the gist of our whole 
brief and discussions is that-we are much larger than a lot 
of people in this province believe we are and we have 
more to do, but we need to have discussions with the 
government and not be forgotten. 

We had an opening of a building not too long ago in 
Mississauga and Mayor Hazel McCallion made a com- 
ment about how she did not need to borrow any money 
from the system, that Mississauga was in a positive posi- 
tion. One of the members of the government who was 
cutting the ribbon responded, “Well, Hazel, maybe you can 
put some deposits in the credit union system.” Perhaps we 
could suggest to the provincial government as well, that if 
you have some loose cash laying around for a period of 
time from time to time we would be glad to take it off your 
hands and pay you a fair return. This gives a chance to bid 
on it and we would be pleased to serve you. 


Ms Mac Donald: That completes our presentation 
and we would be very pleased to answer questions. 


Mrs Sullivan: I wonder if you could review in some 
more detail the stabilization and rehabilitation services that 
are required. Given that the major part of your problem 
occurred during the recessionary period and the period of 
high interest rates, what do you see in the future as a result 
of this particular recession and continuing high interest 
rates? 


1110 


Mr Hanstead: On the stabilization and rehabilitation 
right now, the credit union system has really done an awful 
lot over the last 10 years to straighten out its affairs and 
those that were not doing as well as the others. I would 
suggest we are probably coming near the end of it, but we 
are going to have to do some maintenance and look after 
things in that way. We have some outstanding obligations 
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with some credit unions that just cannot recover on their 
own and they are going to have to be helped by the total 
picture. As far as that part goes, we think that is basically 
under control and our major concerns of the past are 
looked after. 

How are we doing now? What we have learned from 
1980, 1981 and 1982 is to be better managers. I think 
anybody who goes through a difficult time learns to be a 
better manager. The programs we put into effect across the 
province for matching our assets and liabilities, building 
reserves—which I have found very strong over the last 
couple of years—etc, have enabled us to put into place that 
which has to be in order not to have the problems we had 
in the past. 

I am not saying that we are not going to have a bad 
problem from now to now. I do not think any financial 
institution can get away from that. Even with your major 
chartered banks, once in a while you hear that a branch 
here or a branch there is not working very well and they 
close it up as it is. What happens with those institutions is 
that if something happens within one of the major char- 
tered banks, it never really shows up directly on the bot- 
tom line because it is just a part of a branch system. 

However, within the credit union system, because we 
are individually chartered with different bonds of associa- 
tion, if one of them happens to have a problem it becomes 
very knowledgeable. I think we can take the Toronto 
Board of Education Staff Credit Union from a few years 
ago that got off to the side and started to build its own Las 
Vegas in northern Ontario. They say those things might 
happen from time to time, but we feel very confident that 
with the risk management programs and with the stabiliza- 
tion programs in effect, this present recession will not have 
an adverse affect on us unless you tax us too much. 


Mrs Sullivan: What is the current relationship with 
OSDIC? 


Mr Hanstead: OSDIC is a separate government 
agency. It is the deposit insurer. I think there is one repre- 
sentative from the Fédération des caisses populaires on 
that board. That is independent of the credit union system. 
That is one reason why we said that we should have some 
help with this, because we have not had any input into it. It 
has been run on its own and very independent of the credit 
union system. It has been more of a policing and repair 
depot than what we think it should be: stabilization and 
rehabilitation. Stabilization and rehabilitation starts long 
before there is a problem. It starts in the training of the 
staff, the education programs you have, the courses and 
everything else like that allows us to train the people in 
some of the credit unions so they can manage properly. 


Ms Mac Donald: I think the shareholders of OSDIC 
are credit unions, and normally in other corporations 
shareholders have the right to elect the board of directors. 
However, with OSDIC the board is appointed by cabinet, 
by the Lieutenant Governor in Council. So while credit 
unions have the responsibility for paying OSDIC’s bills, 
they do not really have the opportunity to say how, or 
manage how, OSDIC conducts its business. There is the 
right under the act for Credit Union Central, for instance, 


to have one of its nominees appointed to the board. H 
ever, as Warren mentioned, the government has not 
pointed central’s nominee for a good number of years. 


Mr Neville: Just in response to your question on w 
we expect to happen during this recession, I think i 
important to note that when the deficits did occur in 
credit union the reserve levels legislated at that time w 
1%, and now it is on a schedule to get them all to 5% 
1997. Right now within the system, the average rese 
level is approaching 3% and 250 out of the close to 1, 
credit unions are at 5% or better in reserves. So we do. 
expect it to have the same impact. 


Mr Hanstead: In fact back in 1981, if I have the ri 
year, the net reserve position on the system of Ontario 
the credit unions was a negative position. We came bs 
basically on our own from a negative position to close 
3% reserves and scheduling 4% to 5%. 


Mr Phillips: I am just chuckling to myself about t 
Toronto credit union because during the election one 
those principals rolled his window down as I was ca 
paigning and yelled he would not support me and had t 
all his friends not to, because I would not give him a| 
hand on getting a licence again, I guess. 

My question really is whether the credit unions he 
kind of a perspective on the economy. We have had quit 
number of groups before you, I think most have felt ti 
come the middle or the latter part of 1991 we are headi 
out of the recession in the province. You are very cle 
obviously to a lot of people and I am just wonderi 
whether the credit union has a perspective on that or n 
My other question is that I think one of the challenges w 
be pools of capital for businesses, whether they will ne 
help developing jobs in the province and whether t 
credit unions see themselves playing a role in that or not. 


Mr Neville: I guess on this first part of your questi 
with regard to the economy and projected outlook, we § 
input from all of our credit unions, but we really do r 
take a stand on the economy or turn around and say t 
government should be doing this or the government shou 
be doing that. As I say, for the most part we are self-he 
organizations and we worry about the economy. We wort 
about loaning money to our members, in effect, and hel 
ing the members in the areas when they are in trouble. 

Do we have an outlook as to when the economy mig 
pull out of the recession? I guess not a prediction, but 
hope that, yes, it is towards the end of the year that you a 
looking better. 


Mr Phillips: I did not know whether the Centr 
tracked anything or not to sort of give the members at 
indication of how you are feeling about it. 

Ms Mac Donald: Contrary to the situation with son 
other financial institutions, we do not have an official i 
ternal economist, although we do have someone who dot 
kind of keep the board abreast of things. That is why v 
have included notes that were prepared by our federal— 


Mr Phillips: I thought they were very thoughtful too 


Ms Mac Donald: Thank you. I think that in what the 
do cover they appear to be very similar to what the Treasur' 


1as in his own economic outlook. They are not as exten- 
ive as what is covered here, but I think basically they are 
imilar. 

Mr Phillips: Pool of capital: Is there any— 

Mr Hanstead: I guess Central has a lot of liquidity 
ight now, but we need that also as a backup if we have 
ny particular sector that requires funds in a hurry. But 
tedit unions, as Bruce said earlier, are prepared, in local 
reas where there is a need for capital in small businesses 
hat the local credit union cannot handle itself, to do it by 
‘oing to Central and syndicating loans. Yes, we are pre- 
jared to do that, but we are also going to be moving cau- 
iously. They have not needed our capital for some years, 
ome people, but when it gets tough getting it somewhere 
Ise, then they want our capital. We are prepared to work 
owards that and do whatever we can. We are interested 
vhere we are. 

I think you can just take some of our track record, and 
ve also go into areas where other people have left, for 
vhatever reason it might be, to make sure. services are 
rovided. There was one spot up in the Georgian Bay area 
vyhere the bank pulled out a few years ago and the credit 
nion went in. I also know it from my experience at Na- 










ne chartered banks pulled off the bases at Kingston, Bor- 
en and Petawawa. Borden has maybe 6,000 people on it 
nd Petawawa about 8,000 people, and they pulled the 
i right out. There are no services to those people at 
I. 

Our credit union went in after that. It is not easy to start 
if a financial institution from base roots and it costs you 
ae? to do it, but our credit union was dedicated and 
vent to those three bases and made sure financial services 
vere there. I think there are other examples all across the 
Tovince where that has happened, if we go up to northern 
Intario or Dryden and Vermilion Bay and to Hudson and a 
2w other places like that to provide those services when 
obody else was there. 


Mr Neville: We are not major— 


| Ms Mac Donald: In fact we are restricted in the per- 
entage of assets that we can put into commercial bonds, 
nd it is an area— 


























Mr Elston: Some more so than others. 
Mr Hanstead: Some more so than others, but that is a 


| 
ferent subject matter. When you get to talk about legis- 
ition rather than just on the economy and where we are 
oing, we will be pleased to come back again because 
tere are things we would like to do, but we do have a 
eed for our legislation to be updated, and perhaps when 


lat happens we can serve more people. 


Ms Mac Donald: In another forum we are asking that 
me of those things be changed. 


The Chair: Are there any other questions on this pre- 


‘ntation? If not, thank you very much for your presenta- 
on. 


__Mr Hanstead: Thank you. I know I spoke fast, but we 
id not go much over half an hour. 
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opal Defence Credit Union. You think it is strange, but. 
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The Chair: Our next presenter is Attractions Ontario: 
Don Dailley, past president. 


Mr Dailley: My name is Don Dailley. I represent a 
small but important association in the province called At- 
tractions Ontario. We have just over 100 members and 
they range through most of the attractions you would be 
familiar with, including the government and non-profit 
ones, together with the private and commercial attractions. 

We have a problem we are going to try to stick to—one 
point this morning, if I may. It is a problem that is not well 
understood by government. That is the problem of the 
amusement taxes that are charged in the province. 

The opening line might be that capital punishment— 
you may be surprised to hear that today—is when govern- 
ment taxes commercial operations to get the capital that it 
needs to go into business in competition with you, and 
then taxes the profits on your business in order to pay for 
its losses. That in part is what I am here to talk to you 
about. 

The recession has hurt people, no question. In Ontario 
we are struggling against high interest rates, an overvalued 
dollar, the free trade agreement and unfair taxes generally 
speaking, not the least of which is the GST. I am here to 
talk about unfair taxes, the amusement tax being one. 

Ontario’s tourism is hurting. A larger and more demo- 
cratic economy must share both the benefits and the bur- 
dens of change—I would like to talk about benefits and 
burdens—and everyone must look beyond the recession to 
build a sound recovery, no question. We all must be more 
creative to help plan for new jobs and new investment. I 
am glad that I have a chance today to bring up some of 
these issues. 

I would like to talk about recovery and new investment 
and more new jobs. Attractions Ontario has suggestions to 
save this government substantial money, which if imple- 
mented could be reallocated, hopefully, to the important 
tourism marketing initiatives. 


Hon Mr Philip: Now you have our attention. 


Mr Dailley: Do I? Finally. Good stuff. Okay, unfair 
taxes: The sales tax on admission takes an unfairly large 
share of the attractions’ profits. The tax exemption level 
places the Ontario government in a price-setting role, a 
role that surely was not contemplated or considered desir- 
able by government. 

The tax exemption level, at $4, has not been increased 
to keep pace with inflation. Under benefits and burdens, 
the exemption of the public sector attractions is competi- 
tively unfair to the private sector. The sales tax on admis- 
sions has resulted in the deterioration of the Ontario tourist 
attractions. The total amount of admission tax paid by 
Ontario’s tourist attractions does not represent a significant 
revenue source to our province. 

Regarding more new jobs, the amount of and method 
of admission taxation has a significant detrimental impact 
on the development of new tourist attractions and the re- 
sulting capital spending and job creation. 


F-406 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 





I am thrilled to be here, and what I have to say is less 
important than what you need to hear. So without any 
further ado—you have got copies of our briefs—I would 
like to answer any questions you may have regarding the 
amusement tax. 

Mr Sutherland: I am in need of clarification. You 
said the public sector attractions do not charge the tax, or 
do they absorb it some other way? 


Mr Dailley: The tax is an oddball thing. It came out of 
the hospital tax, going back many decades. My attraction 
is African Lion Safari and I can speak more directly about 
it than I can about many of the other major ones. The 
attractions with which I compete, for instance, Ontario 
Place, the Ontario Science Centre and the Royal Ontario 
Museum—marvellous attractions in this province—do not 
have to collect this tax from their visitors. I have to collect 
it from my visitors coming to me. That is obviously an 
unfair distortion in the marketplace. It creates a very un- 
level playing field. 

Also, non-profit attractions which are not government- 
funded do not have to collect this tax from their visitors. 
An example would be, for instance, Casa Loma. So you 
look at a whole range of attractions sitting at about the $7 
to $7.50 level, and the publicly funded ones such as 
Ripley’s Believe it or Not—let’s see; I have a list—Tivoli 
Miniature World and others have to collect the tax from 
their visitors, and yet the Ontario Science Centre and Sci- 
ence North and these other ones do not. They sit at about 
the same price level. Does that help you? 


Mr Sutherland: Yes, it does. If I may just do a fol- 
low-up, you said the $4 has not kept up with inflation. Are 
you recommending that the exemption go to a specific 
amount? 


Mr Dailley: Specifically, our recommendation is as 
follows: Although this tax is a pitfall of many, many ineq- 
uities, we recommend that the exemption level be raised to 
$7.25. We have a chart attached—I assume you have a 
copy of this and have read it. As you see from the chart 
that is attached, this will maintain the value of the $3 
exemption level when it was introduced in April 1977 
through to December 1990, and we think this is the only 
ultimately short-term fair solution to the government. 

This does not address all the inequities of some attrac- 
tions which compete with each other having to collect 
from their visitors the tax and others not having to. It is not 
even a public-private discussion, because the way the leg- 
islation is written is so specific in what is included that by 
nature of taxes themselves, I am told, many other attrac- 
tions which were not contemplated when the legislation 
was last rewritten, visitors to them are in effect tax free. 
You get the anomaly of water parks, because they are not 
listed, not having to collect from their visitors. 

So you get water parks at $14.95, $16.95, in that range, 
not having to collect any tax at all, and you get an admis- 
sion at Marineland at $16.95 for an adult collecting 68 
cents from their visitors; or African Lion Safari, my own, 
on an admission of $11.95 having to collect 89 cents from 
our visitors. So it is really a minefield of problems in the 
tax, some of them being excluded because they are non- 


profit, government-funded, others because they were 
contemplated as potential attractions when the legisla 
was last rewritten. 

Mr Sutherland: I think that might be a good issue 
the Fair Tax Commission to examine when it come: 
fruition. 

Mr Dailley: I think that is a marvellous initiat 
frankly, that they would even contemplate this. 


The Chair: They are going through the process at 
time of choosing the people to be recommended to 
standing committee on government agencies, people \ 
would be on that Fair Taxation Commission. 


Mr Phillips: That is a contradiction in terms, anyw 
fair taxation. 

I am trying to figure out your recommendation. I n 
have forgotten to read it. 


Mr Dailley: Let’s just start in the more recent hist 
ft was last updated to the $3 exemption level. What 1 
means is that anybody charging $3 or below on an adn 
sion does not have to collect the tax from their visitor. T 
is what that meant then. That was raised in April 1977 
$3.50 and was raised in May 1983 to $4. So we are sitt 
with a 1983, $4 exemption level. We recommend that 
exemption level be raised to $7.25. This would bring 
just using inflationary factors, CPI generally, to where t 
$4 level should be. We are saying to you that we rec 
mend that as an immediate short-term way at least to 
some kind of relief to the tourist attractions in the pr 
ince, those that do have to collect this tax. 


Mr Phillips: But you are you not recommending t 
the publicly funded attractions also pay the tax. 


Mr Dailley: There are many pages in our brief. Part 
that says, if I may just find it quickly here: There i: 
problem in this, in that caught in this amusement tax | 
not just the tourist attractions but also sporting events 2 
performances and movie theatres. One of our recomm 
dations on the long term is that this whole tax be review 
and that the tourist attractions themselves be exemp 
from this tax. We realize that that cannot happen quickly 
is going to be a complex issue and difficult to do. It 
going to take people with some understanding and lead 
ship who are willing to try and work their work throu 
this amusement tax minefield. The short-term recomme 
dation is that the admission tax-floor be raised from 1 
1983 $4, this spring in the budget, to $7.25. 
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Mr Elston: I want to apologize to the presenter, t 
cause we do not have your presentation yet. We are abc 
to receive it at some point, so if we are looking rath 
blankly at your recommendations it is because we dor 
have it. 

I was not sure exactly how far you have gone on b 
yond the issue of the amusement tax. I know it is ve 
confusing. Some of the suggestions Mr Sutherland mac 
for instance, are good ones and some of the things Ger 
has said are good questions as well. Could you give us 
bit of a capsule of what happened for your past year as 
tourist operator in Ontario in terms of your competiti 


ttractiveness, because you are located in a fairly strategic 
ication where people could opt to go, I guess, into the US 
mw whatever. Could you give us not a personal history but 
ybservations which might tell us a little about the industry 
of which you are a member, comparing that to the types of 
tractive options somebody might have south of the bor- 

ler, for instance, or something like that? 


Mr Dailley: I think I understand the question. One of 
he last good years in the industry was 1988; 1989 started 
0 see some changes in travel patterns by Canadians, 
Intarians and Americans; and this year just past, for the 
irst time, more Ontarians left the province than Americans 
same in. You probably read that in the paper; it has been in 
nany times. It was the first time ever but it has been a 
jumber of years in the making. Some of these are made- 
Ontario problems or even made-in-Canada problems, if 
‘ou will, and that is even before the GST has had any 
ffect. 

Many of the good, valid Toronto attractions, publicly 
unded or private attractions, where they saw admissions 
top after 1989 in the 8% to 12% range, they were drop- 
fa last year in the 15% to 20% range. Part of that is 




















lamed on the Toronto’s designer tax, the concentration 
ax, which has had an effect on the room rates, not much 
juestion. Part of it is just the general travel trends, perhaps 
articipated in the GST, in part by Canadians travelling to 
e factory outlets in the States, and because they have to 
tay for 48 hours to bring back their 300 bucks they are 
taying over, staying in hotels down there and making a 
Oliday out of it and visiting attractions out there. So if 
hey are at Darien Lake one weekend, are they at my at- 
i the next weekend? Probably not. 

So you are seeing some really deleterious trends. It is 
Peravated i in large measure by tax issues, although I want 
9 keep away from the broad if I can, and deal with this 
articular issue, which is very worrisome to my industry 
egment in tourism, the attractions. 


Mr Elston: Although the amusement tax causes a 
teat deal of concern, and the issue of competitive stance 
‘etween you and someone funded by the government—I 
Inderstand that complexity. I presume, though, that if I 
vere going to take my family, as a sort of uninformed 
nember of the public, I probably would not choose to go 
) the Science Centre and not to go to yours because I did 
ot want to pay the amusement tax. 


Mr Dailley: You are not unaware of it coming in the 
jate. You look at my value and say: “African Lion Safari is 
)11.95. Is it worth it or not?” Whether there is GST in 
lere, amusement tax, and whether it is 8% or 10% is of no 
iterest to you. You pay your $5.50 at the Science Centre 
1 Toronto, and you do not realize that there is no tax in 
lere and you also do not realize that that is probably one 
lird of what that attraction should be charging. They 
ould easily get $14.95. It is a marvellous, marvellous at- 
‘action. 






















Mr Elston: In terms of competitive value, the Science 
‘entre being subsidized by various things, including not 
javing to collect the amusement tax. 


4 FEBRUARY 1991 


F-407 





What role would you see the gasoline tax, for instance, 
playing in your business? Everybody has to drive to the 
Lion Safari. I have been there, actually, a couple of times. 


Mr Dailley: I hope you had a good visit. 


Mr Elston: It is a great day. It is a great place for the 
kids, and adults too, I might say. What about the other tax 
issues you face as a— 


Mr Dailley: Road tax is another one, the high cost of 
gasoline. Also, liquor taxes are, I think, impinging quite 
heavily on the attractiveness of tourism in this province. 
When you hear stories that of Darien Lake’s 2,000 camp- 
ground sites, half of them are filled every weekend with 
Ontario licence plates—if that is in fact totally accurate, I 
am not sure—you have some pretty serious competition 
right across the border that does not have the amusement 
tax, has lower alcohol taxes and has also smaller hotel 
taxes. Just put this all together and people can have a 
marvellous weekend in northern New York state or in 
Michigan and, frankly, in other places, for half the price. 
And it is going to get worse. 

We employ one pile, thousands and thousands of stu- 
dents, who make a lot in our industry, the tourism industry, 
high school students. They are the ones who are going to 
end up losing their jobs if we have to start trimming seri- 
ously. But worse, if you start to trim your staff levels, you 
affect your service level. People coming in cannot get a 
hot hot dog, they cannot keep the washrooms clean, and 
people are going away upset. Plus, you have the high price 
and you are not delivering the goods at the other end. 

It is a real dilemma we face, and it is not just in the 
attractions. I am talking broad-based comments to reflect 
the whole tourism industry. It is in bad straits in this prov- 
ince right now. Also, incidentally, tourism on the east coast 
and the west coast is not suffering some of these same 
problems that we are here. In many cases it is an Ontario 
or a southern Ontario problem. 


Mr Elston: There are a lot more questions that would 
probably be better directed, I presume, when the presenter 
comes back to the Fair Taxation Commission. Perhaps 
some of us members will be able to likewise participate in 
that, because it looks like taxes in general are really work- 
ing contrary to what your business needs at the moment. In 
fact, you probably would find it a significant impediment 
if there were increased and accumulated deficits incurred 
to go along with high taxes, I presume. 

I wish to thank you for the presentation. I look forward 
to seeing the brief in written form and then we will go 
from there. 


Mr Dailley: My apologies. I should have come better 
prepared. I was advised. I did talk to somebody that this 
brief was on the Treasurer’s desk and I was advised that 
you would all have had a copy last Friday. My apologies. I 
could have easily had them here for you, at least so you 
had them in front of you today. It makes it difficult. 

The Chair: The clerk will make copies of that brief 
and it will be circulated to all members of the committee. I 
am sorry that happened. We would like to thank you for 
your presentation and your input this morning. 
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Mr Christopherson: Mr Chairman, while the next 
delegation is being seated, could I ask that the committee 
consider what is going to happen this afternoon in terms of 
process? Our submissions are finished at 11:30, as far as I 
know, and we are scheduled to start this afternoon some 
discussion on the draft report that was circulated. 


The Chair: Before you continue, we have another 
order of business that precedes that. We have a letter from 
the Union of Ontario Indians, who have sent a copy of 
their brief but have now requested that they be given a 
chance to do an oral brief. They originally indicated they 
were not going to give an oral brief, but now they are 
requesting an oral brief. The deadline is well past, but I 
need direction from the committee. 


Mr Phillips: Are they here now? 

The Chair: No. 

Mr Christopherson: Can they be here this afternoon? 
The Chair: We can find out. 

Mr Phillips: I would hate to not hear them. 


Mr Christopherson: I feel the same way. The impor- 
tant thing, though, is to get it as soon as possible so that 
their submission is relevant to our report, rather than com- 
ing after decisions have been made. 


The Chair: On behalf of the committee, would it be 
all right if I recommended to the clerk either this afternoon 
or tomorrow morning? 


Mr Christopherson: Fine. We have no problem. 
The Chair: Okay. 


Mr Christopherson: Having done that, if I could now 
return. I just wanted to ask—and ask at this point; it is not 
a motion yet; it may be—that we break at 3:30 today to 
allow the different committee caucuses to review some of 
the material. We had a meeting this morning, but it really 
did not give us enough time to get some of the detailed 
material that we would like to present to the committee. 
We would request the co-operation of the other two parties 
in looking at a 3:30 adjournment. We are prepared to have 
some general discussion this afternoon, if the other parties 
would like, and we would be prepared to start detailed 
discussions tomorrow morning. If there is consensus, Mr 
Chair, I would just ask that you direct that that is what we 
do. 
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Mr Phillips: Hearing nothing from them. 


Mr Christopherson: Yes, the Tories are certainly 
being co-operative today. It seems to help when they are 
not sitting there. 


The Chair: We all appreciated Mr Stockwell’s com- 
ments late Thursday afternoon, too, did we not, Mr Phil- 
lips? : 


Mr Phillips: From the fact he remains silent now, I 
assume Mr Stockwell will be— 


The Chair: Silence means consent? 


CANADIAN BANKERS’ ASSOCIATION 


The Chair: Our next presentation is from the Ca 
dian Bankers’ Association. If you could begin your pres 
tation, please. 

Ms Sinclair: Thank you for the opportunity to apr 
before the standing committee today. I would like to in 
duce my colleagues. On my right is Al Cooper, who is 
vice-president of finance and financial affairs, and on 
left is Margaret James, who knows everything about 
that Al and I do not know. 

We had brought a brief with us. I believe it may hi 
been circulated to you beforehand as well, but there 
extra copies available for the members. 

I want to make just a couple of introductory commer 
if we might. First, a few words about our association. 
are the association representing the Canadian banks int 
country, not the trust companies, just the banks. All 
banks are members, both foreign and domestically own 
There would be about 50 foreign banks and seven dom 
tic banks who are members of the association. 

Between 40% and 50% of our business is in this pr 
ince. We have about 3,000 branches here. We have 89,( 
employees—that would be half our employees—on p: 
roll in this province. Our total payroll at this time would 
about $2.6 billion. 

We make a significant contribution, we think, to | 
provincial economy, both in the numbers I have just cil 
for you as well as in the revenues we bring to the provin 
Our estimate is that in the last year we accounted for abs 
8% of the province’s corporate capital and income tax, a 
we contrast that to being about 1.5% to 1.8% of the p 
vincial economy. In addition to the taxes, the income a 
capital level that we bring, we also pay significant ott 
taxes, which we would like to return to in a few minutes. 

We are very much part of the communities in this pre 
ince and this country, both in terms of the corporate part 
ipation of our members and the participation of employe 
as volunteers and as donors. To give you one small exar 
ple, we would be the largest private-sector contributors 
the United Way of this particular city, making very su 
stantial contributions. Needless to say, I think we are fait 
proud to have the involvement that we do. 

I want to go on to a couple of other points. The fi 
one, which I think is clear from our paper and has certain 
been part of the theme of our meetings with the provin 
in the last couple of years, is that we believe the provin 
is walking a fiscal tightrope. It is in a situation whet 
despite very large increases in the provincial economy at 
in provincial revenues, it did not manage to work itself o 
of a deficit situation during a number of years of econom 
good times. Now, as the economy slips, there is not fl 
kind of flexibility one would normally like to have to | 
doing the things one likes to do as a government in 
deficit. 

We understand this government’s priorities and I thir 
it is fair to say we accept them. We hope that a longer-ten 
view will be given by the government as to how it wou 
see its revenues and expenditures projecting forward 
number of years as the province works its way out of th 
recession and returns to relative good times. 
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The debt service ratio of the province is, we figure, 
wobably around 12% to 13%. The estimates, which were 
yased on a break-even in this past year, obviously no 
onger apply, so the debt service is probably going to be up 
round 13% in this current year. While that is not the level 
»f the federal government, it is none the less the level that 
ve think one has to be fairly concerned about, given the 
imes that we are in. 

The second point that I would like to make is that if 
ye is going to be concerned about the competitiveness of 
jusinesses in this province, there is not an awful lot of 
oom to move on the tax front. We pay corporate taxes 
vhich, when you go right across industrialized nations, are 
nore or less on par, maybe a little bit higher. But when 
oe add other tax loads, we are probably at this present 
yoint in time in a fairly uncompetitive situation as a busi- 
,ess community if you draw a broad brush of comparison 
vith our industrial competitors. 

If you will permit me, Mr Chairman, I might ask my 
olleague, Mr Cooper, to elaborate on that point, as well as 
4 a couple of others which relate to the competitiveness 
ssue. It is an issue that we think has to be considered very, 











vhile one would like to go and be fairly generous on the 
ocial front, one does not at the same time want to cripple 
ne’s ability to generate the wealth that does lead to the 
ibility to make these kinds of payments as economies go 
nto downturns. 


| Mr Cooper: For the chartered banks in Canada, or in 
)ntario particularly, as Helen mentioned earlier, 50% of 
yur staff, 50% of our domestic business is in Ontario. So 
rt the province of Ontario, we have a very vested interest 
n the health of the economy, because as the economy of 
Jntario prospers, so will our membership. We are very 
nterested in and keenly focused on negative consequences 
hat could arise if the current situation of high tax loads is 
‘xacerbated by adding on to that burden. We already are 
eeing a number of plant closures, business closures as a 
esult of the recession. We are seeing a lot of movement 
put of the province of Ontario, both in the context of small 
yusiness as well as others, and it is questionable as to 
vhether or not the province can regain many of those jobs 
hat have left. 

| We believe that really the only route for the province of 
)ntario is that which has been explored by others, particu- 
arly in British Columbia and other provinces, which are 
‘eenly focusing on their expenditure levels. We as an in- 
lustry are prepared to sit down with the province at any 
ime to assist in any way that we can with means and 
inethods to reduce the expenditure load of the province in 
2rms of how it handles its business. We have done so with 
ither provinces and we certainly are in the process of 
Oing this with the federal government to assist it in terms 
f facilitation of its business in a way that perhaps can 
ave it money. We certainly make the same offer to the 
Tovince of Ontario. 

An issue that is difficult for us to deal with in terms of 
1e Competitiveness of the province of Ontario—and par- 
icularly Metropolitan Toronto, which is of course the 
qainstay for our head office and regional office busi- 
































very carefully in the current economic situation, because 
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ness—is the fact that the combination of recently intro- 
duced taxes such as the employer health levy and the cor- 
porate concentration levy, which were introduced a year or 
So ago, have made locating for business, particularly the 
financial sector, in Metropolitan Toronto, almost prohibi- 
tive in the context of other centres in North America. 

Now, we understand that the assessment in the city of 
Toronto will be reviewed and that there is a move to put it 
on a market value assessment. From what we have seen, 
the result of that market value reassessment will be a shift- 
ing of the tax burden to the commercial sector, and the 
analysis that we have seen would make the financial 
institution’s tax load for business and realty taxes in the 
neighbourhood of $13.50 a square foot, which would make 
it the most expensive premises in North American. This 
does not help when we combine it with the taxes and the 
burden that Ms Sinclair mentioned earlier. So we look, and 
hope that the government of Ontario can look, at means of 
addressing and streamlining operations and fiscal restraint 
in order to not be forced into a position of increasing taxes. 
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The other issue that we would like to touch on briefly 
and bring to your attention is the issue of harmonization. I 
will not go into the detail in terms of the general sense, but 
certainly for national corporations dealing in multi- 
jurisdictions, harmonization is a rather critical issue for us 
in terms of reporting and a variety of other kinds of regula- 
tory fronts. On the tax front, we are faced with of course 
the GST and the provincial sales taxes. 

A number of provinces, as you know, have already 
declared their intention to join in a form of national sales 
tax, or are in the process of exploring it. Unquestionably 
the province of Ontario will be exploring the same option 
that is available to it. We would plead, particularly from 
the financial sector, which is the provider of both exempt 
as well as taxable services, that if you do contemplate 
joining in with respect to a national tax system, you give 
the financial sector the opportunity to work with you in 
order to ensure that the payment flows work smoothly and 
that we do not run into a conflict and exacerbation of the 
current administrative burden that is foisted on the finan- 
cial sector. 

With those few remarks, we will be pleased to entertain 
any questions you may have on our brief. 


Mrs Sullivan: I am interested in the remarks you 
made relating to the capital tax rate. I wanted to refer back 
to the New Democratic Party’s Agenda for People, which 
was its election platform in the last provincial election, 
where it suggests that a minimum corporate tax could be 
imposed to raise approximately $1 billion in additional 
provincial revenues. 

I wonder, first of all, if you view the existing capital 
tax as a minimum corporate tax, and what you feel the 
impact of that $1-billion tax would be on the competitive 
nature of our industrial and service sector base. 


Mr Cooper: The first part, we very much view capital 
tax as the minimum tax. As a matter of fact, we hope that 
the province would entertain treating it more appropriately 
as the minimum tax, as they do at the federal level, as well 
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as in British Columbia, where the tax is actually creditable 
against your income tax paid. 

Capital taxes put financial institutions in a quandary. It 
is a tax virtually unique to Canada and one that the rating 
agencies look at rather pointedly when they are looking at 
banks’ international competitiveness, because as we are 
forced to gain more and more capital to strengthen our 
position, in accordance with the Bank for International 
Settlements rules and our regulators, the greater we create 
the strength for the protection of the depositors and the 
shareholders, the higher we are taxed. So it is a unique tax 
and one that has nothing to do with profitability. You are 
going to get whacked whether you are doing well or 
whether you are not doing well, and it can certainly add 
dramatically to problems that exist in the financial sector. 

As for the tax burden here in Ontario, the rate is rela- 
tively low compared to other provinces at this point in 
time, but again, we do not get the creditability that is prev- 
alent and in practice in other jurisdictions. It is one of the 
reasons, quite frankly, that there is such a concentration of 
head office and staff and deposits in the province. As you 
know, the calculation of Ontario’s share is indeed a func- 
tion of where banks choose to locate their employees and 
the situs of their deposit base. If it moves, so does the 
share. 


Mr Phillips: A couple of questions, and then I guess I 
will get your comment. You said the debt servicing has 
gone to 13%. 


Ms Sinclair: That was a guess, the projection based 
on a break-even budget this year. 


Mr Phillips: How do you calculate that servicing? 


Ms Sinclair: It would be your interest costs as a per- 
centage of your provincial revenues. 


Mr Phillips: It may surprise you to know that for the 
first time in at least a decade, debt servicing is lower than 
10% for this fiscal year. It has gone down consistently and 
the Treasurer just released his numbers the other day. Rev- 
enue is $43.9 billion and public debt interest is $4.3 bil- 
lion. 


Ms Sinclair: I thank you for that clarification. My 
numbers came out of the Dominion Bond Rating Service, 
the bond rating projections. 


Mr Phillips: I rely on the Treasurer’s numbers. 
Mr Christopherson: A faith well placed. 


Ms Sinclair: They may well be right. We may be 
using a somewhat separate base. The projection based on 
the break-even budget was that debt service in the prov- 
ince would go from about 12.2% down to 11.8%. My only 
point was that given that the fiscal situation did not materi- 
alize as planned, the number is clearly higher. 


Mr Phillips: I did not want to spend a lot of time, I 
am just quite proud of the fact that every year it has gone 
down, and this year, at least the way we look at our num- 
bers from the Treasury people, it is for the first time in at 
least a decade less than 10%. The feds’ is 34%, I think, of 
revenue. 


Ms Sinclair: The feds’ is around, yes— 


Mr Phillips: It is 34% of revenue and heading up 
that was not my question; that was just a comment 
cause I think having been in the former governmen 
watch these things fairly carefully. 

Just three comments. One is, I realize you do no‘ 
the employer health tax. It raises, I guess, about 20% 
cost of health. It is about 2%, I think, of payroll for 
people. If you were operating perhaps in the US and 
ing those premiums all yourself, it might be 6% or 8 
your payroll. No one likes any tax, but if you look ai 
of the things that maybe gives you a significant advat 
vis-a-vis your US competitors, I suspect that might b 
rect health payments that you make. So I would perso; 
just be cautious of that one. 

I am interested in a couple of questions. One is ju 
help me a little bit, whether there is more of the char 
banks’ profits being recorded offshore than would | 
been the case five years ago or not. There is a bit 
perception out there that some of the major char 
banks increasingly have their profits outside of Canad 
a percentage, than in Canada. I would be intereste 
whether that is just a misconception or whether the 
any truth to that. 

Second, we have had at least two of the banks in. 
just looking at your prognosis for the economy in Oni 
and what the collective banks are saying now abou 
economy. As I said to other groups, we have had exy 
sions that we may be out of it in mid to late this cale 
year—whether that reflects all of the banks’ perspec’ 
or not. 

Those are really my two questions. Is there a groi 
offshore profitability for the banks relative to Cana 
profitability and, second— 

Ms Sinclair: Could you repeat the second ques: 
please? 

Mr Phillips: Yes. What is the Canadian Bankers’ 
sociation prognosis for the Ontario economy? We h 
heard, I guess, from two of your members directly. 


Ms Sinclair: The answer to your first question is! 
there has been a fairly significant drop in the percentag 
our business which is offshore. Prior to the 1981-82 re: 
sion, around that period, it would have been in the 40 
everybody and the high 40s for a couple of the banks 
the current time it is down around 30%. 


Mr Phillips: Of your profits are recorded offshore 


Ms Sinclair: No, of our business. Now, the pre 
through the 1980s, up until last year, were obviously ° 
poor because of the Third World debt problems. Last 
for the first time the rate of return on our internatin 
business was almost exactly the same as our domestic: 
it came up again the same time as our domestic profita 
dropped and the two more or less met last year for the 1 
time in a decade. 


1200 
Mr Phillips: The recording of profit. I have this 


sion, that may be incorrect, of the Cayman Islands. 3 
that is a declining portion of — 
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Ms Sinclair: Very, very much declining. It has been 
sht through the 1980s. It would be fair to say that in the 
80s, the banks focused very heavily on the development 
‘their domestic business, and also fair to say that, as they 
iked about the future, they say you build your capital at 
me and you go abroad very selectively and only where 
wy can earn an adequate rate of return. This is where our 
stem differed substantially from, say, the Japanese and 
merican banks over the last decade. We did not go into 
2se Euromarket deals where you could not get a rate of 
ofit. We said if there was not an adequate return we were 
t interested, and we backed away from them, which re- 
cted, then, in our earnings and our balance sheets. 

Some government officials were very critical and said 
at the banks were abandoning their international opera- 
ms and were turning their backs on the global market- 
ace. I guess our point today, as we watch the Japanese 
d the Americans and the British follow our example, is 
at the only point of competition in the global market- 
ace is, first, who survives? Second, have you got capital 
ength? To say your international assets are growing 
ster than your domestic may mean nothing at all in terms 

your global competitiveness. In fact, what we have 
med in the last half-decade is that if you were in that 
sition, your global competitiveness was probably going 
wnhill rather than uphill. 

The answer to the second part of your question, I think, 
yuld be that, first, the banks feel this province’s economy 
s been very hard hit by the current recession. A number 
our members would say to you that we are at a point in 
$ current recession which makes it a deeper one than the 
81-82 recession ever was in this province. The reverse, 
course, would be true in the west. We are seeing some 
oyancy in Alberta and British Columbia even today. 
aybe it is slowing down, but there is considerable rela- 
e buoyancy in comparison to the Ontario economy. It is 
jit of a teeter-totter in that sense. 

The point that Al Cooper made about the loss of com- 
‘itiveness, the closing of manufacturing plants, which 
3 worried us—we watched our customers even before 
 Tecession establish new plant capacities south of the 
rder—that point, of course, has been exacerbated during 
- Tecession, although I think it is fair to say that some of 
problems we saw in the manufacturing sector in the 
t recession have not been present in this one. For exam- 
+ we did not see a problem of excess inventory, which is 
emibly, terribly serious problem. That is where you are 
Towing, as a manufacturing business, and that has not 
lly been the big problem in this recession. 

In terms of looking forward, I think there is a very high 
‘us On where interest rates go and a hope that interest 
*S Can continue to move downwards. Obviously, there is 
9 some focus on the level of the Canadian dollar, though 
S understood that in an economy that is as indebted as 
'S is, one does have to attract the foreign capital to fi- 
ice the debt. The debt cannot be financed at this time by 
-mal savings. But there is some cautious optimism, I 
1k I could say, that by midyear the Ontario economy 
l have begun to turn. 


Mr Phillips: This calendar year? 
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Ms Sinclair: That is right. 


Mr Elston: I was interested in one thing. Mr Cooper 
and Ms Sinclair as well had indicated how much of a 
presence the banks have here in Ontario. That is quite true. 
I think you went on, Mr Cooper, to say that the rates of 
occupation of rental space and taxation and all of those 
things, of course, will contribute to either a continuing 
presence or, obviously, a possible move of some of their 
head offices, potentially. 

When you talked about the amount of capital in sav- 
ings and everything that was to be attributed to a 
corporation’s presence in Ontario, I was aware that it was 
about to be affected by a move in Quebec, where they 
would attribute or ascribe to a particular institution a mini- 
mum amount of capital presence in their profits, and in 
fact that could damage the locatability of that institution to 
Ontario or in fact to BC or wherever, because if you were 
going to pay a minimum tax in Quebec it might make it 
worth while to have a minimum amount of presence there. 

Can you tell us whether there are any other jurisdic- 
tions doing things like that? First, for the importance of 
this study, maybe you can verify whether that is correct—I 
would not want people just to rely on my information; 
second, whether any other provinces are trying to make 
institutions in Canada relocate to their province by similar 
means, and third, what the banks intend to do about it, if 
anything, in terms of fairness inside Canada and in terms 
of trying to have a harmony among the provinces, which 
are looking for the presence of large institutions to help 
fuel our own economies—in 25 words or less. 


Mr Cooper: We have tried to get the provinces, in- 
cluding Ontario, for the last, oh, I would say, probably six 
or seven years—there has been virtually an intense almost 
rivalry, if you will, in terms of issues such as the capital 
tax, dissatisfaction in some jurisdictions with the formula I 
was talking about, in terms of how much British 
Columbia’s share should be of bank income and capital tax 
as opposed to Ontario and Quebec. No one is happy with 
it. While there have been a number of proposals to look at 
a fairer way, every time someone is going to give up some- 
thing so that someone else can get more, obviously there 
seems to be an impasse and people go away again. 

I agree with you. Now what we are seeing is a new 
attempt to perhaps circumvent the sharing formula, which 
again is another demonstration that it perhaps is not as 
appropriate as it should be or as fair as it should be. Most 
of the provinces—certainly in the western sector, BC— 
have been going in the opposite way, rather trying to woo 
financial institutions with respect to dropping capital tax 
or, where capital tax remains, making it creditable against 
your income tax. Of course, you are well aware of the 
rather sensitive issue of the international banking centres 
and trying to expand the level of activity that could tran- 


‘spire there; almost rewards, if you will, for moving your 


head office, if you could, to the province. So we have seen 
some of that. The other provinces, certainly in the west, 
tend to be following that direction. I would suspect it will 
be their tendency. 
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Quebec is very much focused on creating a very hospi- 
table environment, shall we say, in terms of its total tax 
picture, particularly for the financial sector in general. As 
you know, their corporate tax rates are the lowest in the 
country. Their overall package tends to be a very attractive 
one. I have not seen the detail yet of the minimum tax in 
terms of what it may mean to banks, in terms of whether it 
would be sufficient enough to actually cause the kind of 
reaction you are talking about: “If I have to pay that much, 
well, then maybe I should move some more people there.” 
We have not completed that kind of analysis, to say 
whether it will have that kind of effect or not. 


Mr Elston: That sort of leads me inevitably, although 
it is slightly off topic, to ask a question about how appro- 
priate it would be to have a Canadian bank headquartered 
in Quebec if we were not dealing with the Canadian na- 
tion. 


Mr Cooper: We have two of them now. 


Ms Sinclair: The Royal Bank, the National Bank and 
the Bank of Montreal, I believe, are all headquartered— 

Mr Elston: I realize that, but in line with what is tak- 
ing place, with those sorts of arrangements that are already 
taking place now from a taxation point of view, there are 
going to be some very wild practical questions, I guess, to 
be asked and answered about the economies which are 
going to be operated under by these banks, because your 
members all have to show a competitive margin, obvi- 
ously, nationally and internationally. How do you do that if 
you are going to be subject to all these jurisdictions even 
in a more heightened fashion, presumably? 
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Ms Sinclair: Not to comment on the issue of national 
unity per se for the moment, but to go back to Al’s theme 
that if you can manage to harmonize your system, if you 
can do what the Europeans are doing, and ensure that you 
do not have interjurisdictional impediments to trade, in a 
very broad definition thereof, then you should not be too 
concerned. That is really the issue. 

We cannot help but be struck by the fact that within 
this country today, we have greater impediments to inter- 
provincial trade—some of the ones Al has mentioned— 
than we will encounter in Europe, in fact, than we 
encounter today moving across national borders. 

I do not think there is any doubt at all that the Canadian 
banks’ commitment to the overall marketplace—I am talk- 
ing about Quebec and the other provinces—will remain 
regardless of what happens constitutionally. I do not think 
that is at issue, but there is a question as to how effectively 
you can do it and what the cost of barriers to trade actually 
are. 


Mr Elston: Not to go further, although that is an ex- 
tremely interesting line of questions to get into, I have a 
couple of other places I would like to go with respect to 
your presentation. 

One was an indication that there was not much room 
for manoeuvring with respect to taxes in the province, al- 
though I read—quite quickly, I realize, but read none the 
less—an interview of our Treasurer in the Sun, which was 
reported last Sunday, I think it was, wherein Mr Laughren 
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was saying that there is room for selective taxes i 
province of Ontario. I did not go right through and pi 
exactly which areas he might be looking at. It seem 
your presentation contradicts that. Would you say tl 
true, or would you go along, perhaps, with the Natura 
Association, which said as long as there were no ne’ 
taxes, you could live with that type of situation? 


Ms Sinclair: I do not think we are familiar en 
across the board with the taxation of other industri 
give you a comment about whether there is room th 
think we tried to impress that in our case, we are p; 
8% of your load and we are about 1.5% of your econ 
If you see those kinds of burdens in other sectors, I 
you do not want to think pretty hard and fast about 
much moving room you have and you would want t 
ally look internationally to make sure you are not doi 
a global industry sector relative to its international co 
tition. Whether there are selective opportunities, I ar 
sure we can really help you address that issue. 


Mr Elston: Just a couple of other quick question: 
Rae made a speech a week or so ago wherein he basi 
made a request that the banks, financial institutions- 
generally banks, I think we will be seeing—should 
into some kind of co-operative partnership with go 
ment in helping to shore up our business commun 
know you are not responsible for loans on your owr 
your association members are. Can you tell us what 
have been taken by any of your members, or whethe 
association, in getting together, has talked about form 
ing a plan to develop such a partnership with govern 
to shore up business during this recession? 


Ms Sinclair: We would see that there is a good 
cidence between the Premier’s wishes and what in f 
of benefit to our own members. When you have a 
rower who is in difficulty, the last thing you want to. 
call the loan and have to realize on security. That is a 
proposition. We will be releasing a study in abc 
month’s time dealing with the small business sector, v 
will be, I think, of specific interest, which shows that 
realization on security is about 60% on average of 
outstanding loan. So you do not, as a lender, look to 
security to recover your position, and that is exactly 
you have to do when you pull the plug. So it is reall 
that reason that we will initially work with a borrower! 
try and restructure loans. That would be a very frec 
action. We will encourage borrowers who we are un 
we think, to support to find alternative financing. Mar 
them do. Those borrowers who in the end we feel we 
to call loans on have really been on our books for abot 
months from the point in time that the problem was id 
fied to the point in time when the loan is called. Thos 
probably a minority of your situations. 

The point we have to make back to government is 
we do not benefit the borrower and we certainly dc 
perform our fiduciary duties if we keep a company w 
is not able to make it, if we keep a company going in 
nitely. We have about $1 of capital supporting every $ 
deposits, and our number one duty is to safeguard t 
deposits. That fiduciary duty rises above all others. 
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] think it is particularly at this point in time when you 
an look to the United States and what happens when you 
ieglect that duty. You see an illustration of how crippled 
jot only your banking system becomes, but your economy. 
che fact that you are reading in the newspapers today that 

Canadian banks have been asked to come in and buy 
ip portfolios of the US banks or to buy US banks them- 
elves simply speaks to the point that you have had an 

dustry which for the last decade or so was not observing 
ts fiduciary duties and has abrogated on prudential lend- 
g practices. We do not really think, in that situation, that 
e Premier is suggesting we ride along. 


Mr Elston: I just want to follow a couple of points 
en. In my part of the country, which is Bruce county 
,ow—it used to be Huron-Bruce, but I think generally one 
night say “the agricultural sector”—one of the forerunners 
f a lot of loans being called is a movement of branch 
nanagers, and they bring in the cleanup hitters. I have seen 
_number of people move in the last three or four months, 
ix months, to new locations, and new people being 
sought in to take a new look at new loans, particularly in 
he farming community. It means that there are going to be 
gain a number of cleanups. 
_ My concern is that partnership may very well extend to 
mall business at a certain level, but it is not being ex- 
ended to the agricultural sector, which is in fact worse off 
‘ow than it was in 1981. In 1981 when the recession 
egan, those people had some stamina built up, they had 
(ome deposits, they had some equity. Recovery, although 
uoyant in some areas, was not buoyant enough in the 
gricultural sector to meet the needs of sustaining another 
‘ownturn. What, if anything, has been developed among 
‘our association members, or have you talked about it at 
ne association level, to help sustain the agricultural sector, 
1co-operation with the provincial government? 


_ Ms Sinclair: I think the comments I have made about 
mall business do apply to the agricultural sector. In fact, 
Ne study which will be released samples many thousands 
f loans in the branch’s files, including agricultural and 
mall business loans. It covers both situations. 
| We do have a very close relationship with the provin- 
jal Ministry of Agriculture and Food. We have had nu- 
Nerous discussions about what can be done to assist the 
ypes of borrowers you are talking about. I think our fun- 
amental proposition is the same, though, whether you are 
king about a small businessman or a farmer, and that is, 
Ou walk avery narrow line between doing what is right, 
atticularly in an economic downturn, from the perspec- 
ve of helping the customer through a temporary set of 
blems, you hope, and observing your fiduciary duties to 
our depositors. 


The Chair: These questions are very interesting and I 
eS 
























Mr Elston: It is almost crucial to the people in my 


ta. If they cannot get money, my people go down the 
bes. 


The Chair: I know it is very crucial to people. It is 
‘ucial to people all across Ontario in these circumstances. 
/hat we are trying to do at this point is to specifically 


reference information that we can then pass to the Trea- 
surer. 
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Mr Elston: My last question was going to be, what 
are the discussions that they have had with OMAF and 
what are they going to recommend that we do for agricul- 
ture? The whole line of questions was coming sequentially 
to that. 


The Chair: Then I will allow you to finish your ques- 
tions. 


Mr Elston: Can you tell us what your discussions 
have been with OMAF and what recommendations you 
are making to assist the agricultural sector in Ontario? 


Ms Sinclair: We have not arrived at any firm set of 
conclusions or recommendations at this point in time. All I 
can tell you is that we have had an ongoing discussion 
with them. As you know, in the mid 1980s we participated 
very actively in that the groups which reviewed farmers’ 
debts were private sector, involving both the banking in- 
dustry and the farm community, where we looked at the 
debt situation of individual farmers who chose to bring 
their cases to the board. 

We had some reticence, I should tell you, going into 
that exercise. We felt that it operated in the end fairly well. 
In fact, one of the things that surprised us about the whole 
thing is that we found that the farmers who sat on this 
board with us in many cases were far tougher than our 
own people sitting and adjudicating on the cases. But in 
terms of the current situation that we are in, I am sorry, I 
do not have at this particular point in time any conclusions 
or recommendations. 


Mr Elston: Do you expect to have a recommendation 
for the Treasurer before he does his budget? 


Ms Sinclair: We certainly could have a recommenda- 
tion for the Treasurer if that were called for. 


Mr Elston: If it were called for. If we, as a committee, 
ask for it, you could provide that for us. 


Ms Sinclair: Absolutely. 


Mrs Sullivan: Could I just have a supplementary on 
the agricultural question? One of the perceptions of agri- 
culturalists has been that when there is an interest rate 
reduction program, the bank interest charges are in fact 
increased because the market will bear a little bit more 
with the government reduction of the interest rate on those 
programs. We have heard that on many occasions and I 
wonder what your response is. 


Ms Sinclair: The most recent program that we have 
operated with the provincial government has been in the 
province of Saskatchewan and I do not think there has 
been a complaint. The program has involved a certain level 
of interest rate reduction for the farmer below market rates 
and the province has absorbed the cost of that reduction. I 
am not aware of any complaints in the direction that you 
are suggesting. 


Mrs Sullivan: It is certainly a complaint in Ontario. 


Ms Sinclair: It might be of interest for the province to 
talk to Saskatchewan. We met with them fairly recently—I 
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am sorry, I should restate that. I met with the people in- 
volved from our side. We actually have a meeting sched- 
uled in Saskatchewan for later this month. What I 
understand to be the case is that the province is very 
pleased with the way that program is running, and our 
people feel that it has been a good partnership as well. It 
may serve as a model. 


Mr Stockwell: I certainly feel for your position when 
it comes to calling the loans, etc. You are damned if you do 
and damned if you don’t. If you call the loan, you are 
damned because everyone screams that you called it too 
early or there were reasons for the losses and so on. If you 
do not call the loan, you are just allowing companies that 
have no hope of recovery to go further and further into 
debt. 

I guess it brings to the debate that competition is the 
lifeblood of free enterprise, and eventually there are win- 
ners and eventually there are losers, and if there are no 
losers, there are no winners. It is a difficult and precarious 
position to be in, I understand, and I also understand that 
you do in fact go a long way. 

I have met with my own bank managers and I scream 
and yell every time they tell me what I have to do, but a 
couple of weeks later I always think to myself, “Well, that 
probably makes sense.” You eventually in fact do what 
they advise you to do. 

The question I would like to drive to is the debt. 


Mr Elston: I thought you were independent. 


Mr Stockwell: I am independent, that is right. Every- 
one depends on one person—that is who loans him the 
money. 

I have a real concern about the debt of the country, not 
just specifically the province but the federal debt. I guess 
politically the problem is that politicians tend to look at the 
numbers and view the debt whatever way looks best for 
them. I certainly do not blame Mr Phillips, but you can see 
him saying: “Gee, I heard the debt is—it’s the first time 
it’s under 10%. That’s an astounding figure.” Except when 
you realize that, yes, the debt is under 10% for the first 
time but we have had the best booming economy for five 
years, revenues have gone through the ceiling and you 
would almost assume that in the last five years the debt has 
gone down. 


The Chair: I hope there is a question here. 


Mr Stockwell: There is a question eventually. You 
would almost assume the debt has gone down, except for 
the last five years it has gone up by $10 billion. 


Mr Phillips: Federally it has gone up to $400 billion. 


Mr Stockwell: I am not arguing whether theirs has 
gone up or gone down. The fact is, this debt has gone up 
by $10 billion and yet you have people saying, “Gee, it’s 
less than 10%.” This is how you get into trouble with huge 
debts, because people get a little bit of statistics and they 
start arguing one way and before you know it your debt is 
higher and they are telling you it is lower. 


The question I have is, how important is this nati 
debt and this provincial debt? It seems to me in busine 
is a killer—any kind of debt is a killer—and as it gro\ 
will limit your abilities to adjust and change and deal 
the marketplace. How important is it for the province 
the federal government to get the debt to a more man 
able level, in your opinion? 

Ms Sinclair: Very. The issue cannot be underst 
The old thing they used to teach you at school, that in ¢ 
times government should run surpluses so that it can 
deficits in bad times, is something that we have m« 
away from but they still teach it. 


Mr Phillips: No, the provincial government ran a 
plus last year. Make sure you remember that. 


Mr Stockwell: I guess this is classified as an inter 
tion. 


Ms Sinclair: They still teach the principle in 
schools, and when you ask the guys who teach, “Wha 
you thinking when you teach that?” they say: “My n 
goes numb. I can’t believe I’m saying it, but we hav 
got anything else to replace it with.” The theory has n 
been replaced. The view still is that sound fiscal man: 
ment in government means running surpluses in g 
years so that you can run deficits in bad years and so 
you are not in the position that the federal government. 
right now with 34 cents on every dollar of revenue g 
to service the debt and where you can say, “Our opera 
expenditures are down, our operating expenditures 
flat,” and it effectively does you no good. 

It is a terribly serious problem at the level that 
country has come up to. It is one that creeps up at you. 
mathematics of it are quite exponential. To dig ourse 
out of it at this point in time is going to be truly difficul 


Mr Stockwell: I could not have said it better myse 


Mr Phillips: The problem is I think we have a m 
banking group here that does not realize that is what 
provincial government has done in the last five years 
run a surplus. I am just saying I agree with what you k 
said. That is what the provincial government did, bul 
one knows; not even yourselves know it. 

Ms Sinclair: I am sorry, but we simply quoted 
numbers from the bond rating agency. If they are not 
rect, we will have to go back and look at the other— 

Interjections. 


The Chair: Excuse me, we are starting to ove 
here. This nattering can go on for a long time. Are tl 
any other questions of this committee or of this prese 
tion? I see Mr Phillips is—did you have another ques! 
to go on the record? 


Mr Phillips: No, I thought it would be useful to h 
the budget there. 


The Chair: Then I would like to thank you for y 
presentation and information this morning. 


The committee recessed at 1229. 


The committee resumed at 1405 in committee room 2. 

The Chair: Before we begin this afternoon’s delibera- 
ons on the document, I need direction from the commit- 
2e as to whether this part of the hearings and the process 
vill be done in camera or open. What is the feeling of the 
ommittee? 

Mr Sterling: My party prefers it to be done in the 
pen. 

Mr Phillips: That is fine with us. 

Mr Christopherson: And us. 


The Chair: Okay, then they will be done in the open. 
‘the next item of business then is to move forward on the 
aterim draft report that was made available to all parties 
ast night at 6 o’clock. I guess the procedure for this would 
€ to open it to discussion and to proceed with any amend- 
ents or any changes that are deemed appropriate at this 
me. 

Mr Elston: Can I just ask a question? Bearing in mind 
t we are leaving here at 3:30, so that people can really 
ike this stuff under advisement, should we be talking 
bout general format of the report? I do not want to usurp 
hat people are going to be talking about later on in the 
ay. It sounds kind of difficult, but if we start getting into 
‘uff and people have not talked about it, how do we talk 


bout it, I mean, as a caucus, if people have not discussed 
9 















The Chair: If we talk about format and so on, that is a 
seful place to begin and to read through it and maybe 
ake any changes that are deemed appropriate. 

Mr Christopherson: We are prepared at this point to 
0 through the text, the format. There may be something 
lat we ask to be deferred pending our discussions, but 
asically on what is here we have some responses to it and 
- positions. It was specific conclusions of the commit- 


























‘e and the recommendations themselves that we were 
»oking for a chance to talk further about in caucus. 
_ Well, Mr Chair, I do not know how you want to pro- 
»ed. I am prepared, not having gone through this before, 
St to plow ahead, if you will, and offer up some com- 
pents that we have. But if anybody who has been through 
lS process wants to offer up any suggestions or jump in, 
i would certainly be welcome. 

Table of contents: We would look to strike the words 
inswers in” and make the word “partnerships.” 

The Chair: Well, it has been brought to my attention 
1 the table of contents that we had some recommenda- 
ons over the last little while about taxation, if we want to 
Clude a section just to summarize what those recommen- 
tions were. Basically this part of the report should be a 
ty of what was said, as opposed to any recommen- 
tions. Any recommendations will be discussed starting 
morrow or the next day. 

Mrs Sullivan: We have had a lot of recommendations 


lating to taxation issues and it is appropriate that they be 
mmarized. 
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Ms M. Ward: Under which section? 
The Chair: The table of contents. 


Ms M. Ward: Asa separate, main category or under a 
subcategory? 


The Chair: That is up to you. 
Mr Stockwell: It cannot be a big deal. 


Mr Christopherson: Page 1, first paragraph, middle 
of the paragraph where it says, “although their analysis 
was not as thorough,” our preference would be that “their 
analysis was not conclusive.” 


Mrs Sullivan: | like it the way it is. 


Mr Christopherson: So what am I going to do? 
Every change, do you want me to pose it in the form of a 
motion, Mr Chair? 


The Chair: Why do we not discuss it and see what 
kind of consensus we can build or where we want to go 
with that. Maybe present what you have as an alternative. 
If it needs to be a motion, we can do that. 


Mr Stockwell: May I ask a question? Would it not be 
better to deal with the committee’s observations, conclu- 
sions, in essence? Let’s deal with those. If we can reach 
some kind of agreement on that, or if we cannot, then we 
will know better as to what we are going to do through the 
actual verbiage in the report. I think that is important, but 
if we can find we have common ground somewhere and it 
is on observations and conclusions and we can debate that, 
discuss it and reach it if we are going to—if we are not, 
then that is fine too—and then go back and try to redefine 
what the report says. 


Mr Christopherson: The only problem with that is, 
first of all, this is really meant to be the basis from which 
the committee observations and conclusions are drawn, ba- 
sically. Still, this has been done by a neutral party, the 
legislative staff; not by our staff, not by your staff. I think 
maybe it is important that we at least substantiate and 
finalize what that is going to look like. 

Second, if we jump to the observations and conclu- 
sions and agree on that without having done this, it may 
lead us back again to finding we do not agree with the 
observations and conclusions, because they have to be 
consistent. I just disagree in terms of what is the easiest 
process, Chris, not with any kind of one-upmanship in 
mind. 


Mr Stockwell: Fine. I just thought the committee 
would agree, but if it does not, I understand. 


The Chair: Can we proceed then? 


Mr Christopherson: I have a proposal in front of the 
committee and I am in your hands as to how you want to 
handle it, whether you want it just as a suggestion for now 
to see if it will fly and then a motion, or do you want me to 
just move quickly to motions and the other parties will do 
the same? 
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The Chair: Let’s throw it out and see if it flies and we 
can do it by consensus. If not, then we can have it in the 
form of a motion. 

Mr Christopherson: Okay, then I will repeat: to 
strike the words “as thorough” and put “conclusive.” 

Mr Stockwell: We do not care. 

Mr Elston: Does it not say they did not do a whole 
economic modelling, as compared to what other people 
did? It just says it was not as in depth. I think if that is 
what the reports and the deliveries to the committee 
showed, you should say it. I am not going to spend a lot of 
time over it, but if they did not come forward and say, 
“This is the modelling we have done, and this the analysis 
that follows through,” and somebody else was able to 
show a much deeper analysis—I am sure the banks did 
more economic discoveries with statistical material than 
others—then what is the damage in just leaving it as it is? 

Mr Christopherson: It just seems a little negative, 
regardless of whom it is referring to, to say that they did 
not do thorough work. There is an implied description of 
the quality of the work and that is why we felt the word 
“conclusive” was more acceptable. 

Mr Sterling: In the first paragraph, can I just make 
one comment in terms of the content. It gives, in my view, 
a false impression of what I read from most economic 
groups and it has no political bearing on us one way or the 
other. It says, and I agree, that most forecasters agree that 
we are going to come out of the recession in the second 
half of 1991, but I got the impression that most of them 
said, including the Treasurer actually—that gives the im- 
pression that 1992 is going to be a real blip up and I got 
the impression that it was going to be a slow climb out. 

Now, I do not know whether that is worth while put- 
ting another way or not. When I read that, I thought, “Gee, 
you know, if I was picking that up, I would think that we 
are going to be on the way to boom times in 1992.” I do 
not know; I throw it out. 

Mr Elston: You might too throw it out. 


Mr Sterling: I just think it would be more accurate to 
say that we expect to come back—you know, to start out in 
1991—but that the recovery will be slow, or the recovery 
will be gradual. 


The Chair: How about if that was changed, that there 
will be slow but some growth? 


Interjection. 

The Chair: Well, “slow,” “some,” “steady.” 

Mr Sterling: Why do we not leave it with the drafters 
and see if they can come up with something? 

The Chair: How is that? 

Mr Elston: We can attack them later. 

Mr Stockwell: Slow and thorough growth. 

Mr Christopherson: It is too bad Hansard is on. 

Interjection: It is on. 

Mr Christopherson: That is what I said, it is too bad 
it is on. 

The Chair: I think we have discussed those two. We 
can look for those changes in the next draft. Shall we 


continue on? This is a rather lengthy document. At the 1 
we are going we will be here until next Sunday. 


Mr Christopherson: A simple one, the sentence a 
in the same paragraph: “It should be stressed that th 
‘has been’ no shortage of oil,” as opposed to “‘is,” jus 
reflect the fact that we do not know where it is going tc 
and just to keep it timely. Again, at the end of that s 
tence, “has not been affected by the war ‘to date.’” It n 
be implied in the date of the report, but we would like 
make it very clear that this is to the best of our knowle 
right now. That is us for the first page. 


Mr Phillips: A bit nitpicky, but in the second ps 
graph, “Unlike Canada, the American industry w 
through a considerable rationalization process in the e¢ 
1980s.” I am not sure I have really seen the evidence 
that and the implication of that comment is that theref 
the Canadian industry is going to go through a big ra 
nalization process in the early 1990s that they w 
through in the 1980s. I do not remember the present 
actually making that point. 


The Chair: Am I allowed to interject? 
Mr B. Ward: As Chair, you can do what you want. 


The Chair: I think one of the steel presentations ir 
cated that there was some rationalization that took plac« 
the American steel industry that had now put them i 
better competitive position. 


Mr Phillips: That was one example. It is quite a br 
statement that I have personal difficulty in attaching 
support to without more information. I just throw that 
to the committee. 


Mr B. Ward: If I may, the impression I got was no! 
much rationalization but a restructuring of the econo 
and perhaps that would be more acceptable to Mr Philli 
instead of the word “rationalization,” “restructuring,” 
cause that was the impression I got over and over agg 
that the United States economy went through a restruct 
ing period during the last recession, primarily in its mai 
facturing base, and the message, that I got anyway, fr 
the major groups in forecasting the Ontario economy \ 
that our economy was going through a restructuring si 
ilar to what went on in the United States in the last rec 
sion. 
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The Chair: What would you like there? 


Mr Phillips: I would take this sentence out becaus 
do not have the proof, but I do not feel that strongly ab 
it. I like to support things that I saw the evidence of, bu 
is not a big point. If nobody else feels it, leave it in. 

On the bottom one, “The current recession is charact 
ized” — 

The Chair: I had better just ask the question, is th 
any objection to removing that sentence? 


Mr Phillips: I do not feel one way or the other. 


The Chair: “Unlike Canada, the American indus 
went through a considerable rationalization process in | 
early 1980s.” 


4 FEBRUARY 1991 


Ms M. Ward: We have to retrieve the following sen- 
nce that carries that further. You will have to take that out 
0. 

Mr Elston: You see, it is also not quite true. I take a 
ok at some of the little plants that I remember, and I was 
re in 1981, 1982 and 1983, when we were discussing a 
nole series of issues around the recession and the high 
sts that were placed on Canadian businesses. I remem- 
t the number of foundries that closed down in Canada in 
swer to the restructuring in the auto industry. I remem- 
t the people who were laid off in Windsor permanently. 
does not quite ring true from my own personal informa- 
m. I know, for instance, that a couple of businesses in 
iat used to be my home town underwent a whole series 

changes, modernizing their equipment, they laid off 
ople, they hired more people back, they recapitalized. So 

ybe somebody’s observation was not particularly apt. 
aybe it should not have been repeated because I know 
re are a bunch of people who never have been hired 
ck from the jobs they lost in 1981. 

Take a look at Brantford and a whole series of other 
ices that have gone through, in this last decade, one of 
> most horrendous sorts of readjustments anywhere. You 
u out White, you take out Massey-Ferguson. Good 
rd, if that is not restructuring and reshaping, I do not 
ow what it is, for Canadian industry. 


_Mr Christopherson: I understand there was a sugges- 
n of the word “restructuring.” I do not know if that 
ves it. It was pretty clear. When we had our caucus 
cussions on that clause, we heard that message very 
‘arly from a number of sources. 


Interjection. 


| 

Mr Christopherson: No, but in this fashion. What we 
ve been hearing from many people is that this is not like 
early 1980s; the Americans did go through that restruc- 
ing, that rationalization, but we did not. I am sure you 
| point to communities like Brantford, but on the whole, 
did not go through that at the macro level in the same 
ase that the Americans did in the early 1980s. I am not 
‘ging whether it did or did not happen; I am saying that 
‘he consistent point I think we heard. 
The Chair: Could I offer a suggestion here, then? 
‘haps we could take that phrase out and say that the 
nadian economy is in the midst of a restructuring pro- 
's. We can use either the word “again” or “now.” I do 
| Want to pass any premature judgements, but I think the 
‘Nt to be remembered here is that if we put it in here, this 
zht tend to become seen as a word of truth. If we say it, 
€comes a word of truth. 


Mr Elston: This is our committee’s report. I am not 
ng to be prepared to stand up and say that, unlike Can- 
1, the Americans went through restructuring, because I 
ember sitting here and listening to people and that is 
_what I remember it being, the way it was. 

Mr Sutherland: I think it is the degree. Several other 
senters said that the amount of permanent job loss this 
© was far more substantial than last time. 
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Mr Elston: Say that, but do not say that Canada was 
not restructuring like the United States did, because we 
lost a pile of people in 1981 to 1983. 

Mr Sutherland: No one is denying that. I think we 
are all aware of that. I think this statement is coming out of 
the fact that several went out of their way to highlight that 
fact, that there is far more permanent job loss this time 
than last time. 

Mr Elston: Fine, let us just say that. 

Mr Sterling: Where is the evidence? 


Mr Sutherland: Murray, I do not think you were here 
at the time, but there was evidence supporting what you 
are saying and that in coming out of this recession they did 
not think it would be as deep because the rationalization 
had already taken place in the early 1980s. Companies 
were leaner and meaner coming out of the early 1980s and 
therefore they were better able to cope in this recession. So 
I do not disagree with what you are saying. I found this 
whole thrust a bit queer myself, but I do not know how 
important it is. 

Ms Anderson: It is not clear whether you want those 
sentences in or not. , 

The Chair: I think what I am hearing is that what 
should go in there is something like, “We are undergoing a 
restructuring at this time, and it is resulting in a greater 
degree of permanent job loss than occurred in the earlier 
recession.” 

Mr Phillips: “The current recession is characterized 
by historically high real interest rates.” That is a fact, is it? 
I cannot remember whether they proved—there were lots 
of times when the interest rates were substantially higher 
than they have been, but it is the real interest rates that are 
at a historic high. 


The Chair: My understanding is that it is the spread 
between inflation and what the interest rate is. Does any- 
body have any problems with page 1 now? Page 2? 


Mr Christopherson: I will just list the concerns we 
have about that first paragraph and then leave it for consid- 
eration. We are not comfortable with the first sentence and 
we would like to see it struck. We would change the sec- 
ond sentence so that it reads, as you head into the third 
line, “substantially as a result of reduced transfer pay- 
ments, rising social welfare costs and reduced revenue.” 

The next sentence would start where the words “trans- 
fer payments” are in the seventh line. The next sentence 
then, after “reduced revenue,” would be “transfer pay- 
ments.” It would start there. 

Then the last sentence of that paragraph, just to finish 
our thoughts on this paragraph, is “At the same time, any 
windfall from the GST,” as opposed to “an unexpected.” 
“An unexpected” would be withdrawn and replaced with 
“any.” 

Mrs Sullivan: Could you read the paragraph— 

Mr Christopherson: What the paragraph would look 
like? From the top, then: 

“In Ontario, the deficit now stands at $2.5 billion and it 
is possible that it might increase substantially as a result of 
reduced transfer payments, rising social welfare costs and 
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reduced revenue. Transfer payments to the provinces have 
been declining, and provincial governments have had to 
find ways of meeting the shortfall through the introduction 
of innovative policies or by reducing their own expendi- 
ture. At the same time, any windfall from the GST might 
assist the federal government in its attempt to bring its 
deficit under control.” 


Mrs Sullivan: I would suggest that the second sen- 
tence read, “In Ontario the deficit now stands at $2.5 bil- 
lion and it is possible that it might increase substantially as 
a result of reduced transfer payments, rising social welfare 
costs, reduced revenue plus expenditure decisions.” 


Mr Sterling: Evidence was presented to the contrary. 
The Treasurer came in and said he got an $800-million 
windfall from the transfer payments. That is why his defi- 
cit is not $3.5 billion. 


The Chair: Just a minute. I want to deal with this first 
one, “plus expenditures.” What was the phrase? 


Mrs Sullivan: “Plus expenditure decisions.” 
1430 


The Chair: “Plus expenditure decisions.” Are we liv- 
ing with this or are we going to die on this one? 


Mr Christopherson: We are listening. 
The Chair: “Plus expenditure decisions’? 


Mr Christopherson: I did not say we agreed. I said 
we are listening. 


The Chair: I am listening, too, and I am trying to get 
a sense of— 


Mr B. Ward: Could we have Barbara’s rationale? 


Mrs Sullivan: Given some of the announcements that 
have been made since the change in government relating to 
capital works, relating to elimination of the retail sales tax 
on the GST, social assistance rate changes, child care an- 
nouncements, housing starts and so on, clearly, one of the 
contributing factors in relationship to the deficit—the other 
two major factors, of course, relate to announcements very 
early on in this government’s administration relating to 
SkyDome and relating to UTDC. As a consequence, those 
are very much factors in the current-year deficit and will 
continue to be a factor in the 1991 deficit. 


Mr Phillips: I am not sure what this means. I thought 
we were talking about this year’s deficit. Are we forecast- 
ing next year’s deficit here? What is the intent of this 
paragraph? If that is the case, for me at least, we are only 
eight weeks away from year-end. The Treasurer was just in 
here. He was saying he feels fairly good that this $2.5 
billion is what we are going to have. So I do not think it is 
realistic to say it might increase substantially. 

Personally, I think we have the $2.5 billion pretty much 
in sight. Therefore, I would be more inclined to say it now 
stands at $2.5 billion and it looks like that will be the case 
for this year, this deficit, relative to the expectation of 
surplus, as a result of somewhat lower revenues, about 1% 
lower revenues; and then, it seemed to me, there was $600 
million for welfare payments, $400 million for UTDC and 
$400 million mainly for SkyDome. I think we must deter- 
mine what we are trying to talk about here with the deficit. 


I would be very surprised if the deficit is going to 
higher than $2.5 billion. 

The other one—and this gets a little political, bt 
remember transfer payments are about 10% of the re 
nue. It is nice to blame the feds, but 90% of the reve 
comes in from other sources, so there is a limit to h 
much we are going to be able to lay on the feds, althoug 
would like to blame the feds for everything. 

So my question is just that if the intent is to talk ab 
this year’s deficit, I cannot imagine that it is going to 
much off the $2.5 billion, and it is fairly clear where 
comes from. 


The Chair: I think that is a good question. What is 
intent here? What do we want to say. in that paragraph? 


Mr Phillips: Because later on we get into forecast 
think it is just a matter of what we are talking about he 
and I think we are talking about the current deficit. 


Mrs Sullivan: The Treasurer says it will not increas 


Mr Christopherson: So what is the current propo: 
then? 


Mr Phillips: If in fact we are trying to say, “In C 
tario the deficit now stands at $2.5 billion,” I do not thi 
it is true that, “it is possible it might increase substantia 
as a result of -— 


Mr Christopherson: I hear where you are going 
would have to ask the authors. I think we took it to me 
next year’s fiscal budget, or were you referring to the $: 
billion? Anne or David? In that sentence, as the auth 
were you referring to fiscal 1990-91 or 1991-92? 


Mr Rampersad: I got the impression that we we 
saying that during the course of the year we might have 
increase. 


Mr Christopherson: Which year, though? 
Mr Rampersad: In 1991-92. 
Mr Christopherson: So this is for next year? 


Mr Phillips: Mr Chairman, if we are going to te 
about next year, then we get into a whole set of things, 
seems to me, about other expenditures. 


The Chair: Maybe we should get something cle 
that is, what the purpose of the preamble to the recomme 
dations is. Are we doing the state of affairs now or are \ 
doing a projection? If we are doing the state of affairs no 
then perhaps we would want to look at that in light of— 


Mr B. Ward: The heading of the section is “Curre 
State of Affairs,” so in fact it does refer to this year 
potential deficit of $2.5 billion. I think it is simply rea 
ranging this paragraph to reflect that it is anticipated, bast 
on input given to this committee, that the $2.5 billion w 
be maintained as far as the deficit for this year is co 
cerned, because it is the current state of affairs. That 
what you were trying to get at, was it not, Gerry? 

Mr Phillips: Yes. Later on I think we get into for 
casts and that is when we— 

Mr B. Ward: Perhaps we can just have staff rewo! 
that whole paragraph, to reflect, for the Treasurer and e' 
erybody else, that the deficit should be $2.5 billion. 
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Mrs Sullivan: We might even specify it more by put- 
ig that fiscal year end of 1990-91. 

Mr Sterling: I think it is important that you have the 
formation in the report as to what in fact the deficit is. I 
ould really like to see the deficits of the province and of 
e federal government. I would like to see the per capita 
‘bt of both, and the cumulative deficits as well, because 
my view those things are to be considered in whether or 
it you spend money to get out of a recession. 

It would be interesting for me as well to know what the 
t capita debt is in the American jurisdictions around us, 
cause we continue to talk about the competitive situa- 
m. That is why I am interested in knowing that informa- 
m: What do I recommend to the Treasurer to do in terms 

his budget? You recommend on the basis of: Does he 
ive any room to spend money? Should he drive the defi- 
‘higher by trying to spend his way out? Or should he be 
ore concerned about holding the line? That is, I think, the 
litical decision you make after the evidence is produced. 

So what I would really like to see is an appendix to the 
dort saying that the deficits are—I do not think anybody 
id the deficit was not substantial. I think there were sev- 
il groups that said it was substantial, both here and at the 
leral level, but I would really like to know what the facts 
», and per capita debt is an important number for people 

late to. 


Mr Sutherland: To alleviate the wording problem, if 
er “billion” you deleted ‘and it is possible it might in- 
tase substantially,” the sentence would seem to flow 
‘Il and indicate that it was referring to this year. 


| Mr Christopherson: So it would read, “In Ontario, 
+ deficit now stands at $2.5 billion as a result of reduced 
nsfer payments, rising social welfare costs and reduced 
venue.” 

Mrs Sullivan: I would still like the words “plus ex- 
aditure decisions” included there as well. 


The Chair: Does anybody have any problems with 
it? 



































Mr Sutherland: Maybe we should just leave that one 
‘now and come back to that issue. 


Mr Stockwell: You cannot say you have a $2.5-bil- 
1 deficit and then, in the same sentence, blame it every- 
re except on the guy who is spending the money. For 
ddness’ sake, let’s be reasonable. If you have a $2.5-bil- 
1 deficit, yes, some comes from social welfare costs, 
ne comes from reduced revenue, I agree, some comes 
m transfer payments. But yes, some comes from spend- 
‘money. | 

40 
Mr Sutherland: If you want to put it from policy ex- 
iditures, that is fine, but we could get into quite a debate 
ut SkyDome and UTDC. Whether you want to say 
icy expenditures by this government or by the past gov- 
ment, for that matter, we could debate that for hours. 


Mr Stockwell: How about policy expenditures by 
h governments? 









The Chair: Just to interject, I think the phrase was 
“policy expenditures.” Policy expenditures are expendi- 
tures. It is pretty open. It does not blame anybody. 


Mrs Sullivan: “Expenditure decisions.” 


The Chair: It does not really blame anybody, does it? 
I mean, who is footing the bill? 


Mr Christopherson: “Plus expenditure decisions.” 
Let us get back to you. 


Mr Phillips: What about “expenditure and revenue 
decisions”? That would reflect that the revenue is down by 
$70 million, too, because of the decision. 


Mr Christopherson: We will have to set that aside 
for now and we will get back to you on that. 


The Chair: Is that paragraph substantially okay? 
Interjections. 


Mr Stockwell: Let’s move on and see what else we 
are not going to agree on. 


Ms Anderson: Can I suggest this? We just take that 
first sentence, really, and then we will add some things 
about the current state of the per capita debt and move the 
rest of it later. 


Mr Phillips: Transfer payments to the province have 
not been declining. 


Mrs Sullivan: The rate of increase has been declining. 
The Chair: Are we happy there? 


Mr Christopherson: I am just a little unsure about 
exactly what is going to happen. I could not hear the re- 
searcher. 


The Chair: This is the way it is going to stay unless 
we get directions to do something more specific with it, 
the changes we have heard: “In Ontario, the deficit now 
stands at $2.5 billion as a result of reduced transfer pay- 
ments, rising social welfare costs.... Such deficits have 
prevented governments from adopting” — 


Mr Christopherson: No, no, no. 
The Chair: That is out? 


Mr Christopherson: Hold it, Mr Chairman, please. 
Slow down. We proposed what we would like to see in this 
paragraph and then we left it there to sit. The only thing I 
heard come back was from Mrs Sullivan, who asked that 
the words “plus expenditure decisions’—and then Mr 
Phillips suggested perhaps “‘expenditure and revenue deci- 
sions”—be tacked on after the words “‘welfare costs.” Mr 
Sterling asked that there be an appendix regarding certain 
information. Those are the only three things I heard come 
out. 

Our response was that we wanted just a chance to cau- 
cus later on and get back to this group on the request for 
“expenditure and revenue.” Our concern is how the UTDC 
thing is going to play into it, and the SkyDome, and that is 
what we want to talk about. But I can appreciate the argu- 
ments made by Mrs Sullivan and Mr Stockwell. As to the 
rest of it, unless we hear something contrary, I am assum- 
ing it is out. 

Mr Phillips: The rest of that paragraph? 
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Mr Christopherson: As the last time I read it, at Mrs 
Sullivan’s request. 

The Chair: Read it again, please, the way you envi- 
sion it, whatever changes you want to make. 

Mr Christopherson: “In Ontario, the deficit now 
stands at $2.5 billion as a result of reduced transfer pay- 
ments, rising social welfare costs and”—and the rest of it 
is still to be finalized. Then it picks up with, the next 
sentence is, “Transfer payments to the provinces have been 
declining and provincial governments have had to find 
ways of meeting the shortfall through the introduction of 
innovative policies or by reducing their own expenditure. 
At the same time, any windfall from the GST might assist 
the federal government in its attempt to bring its deficit 
under control.” 

The Chair: Are we happy with that? 

Mrs Sullivan: I do not know who said it. It is not 
transfer payments that are declining; it is the rate of in- 
crease in transfer payments. 

Ms M. Ward: Having taken that first line out, the last 
sentence really has nothing to hang on. The paragraph does 
not have a good structure in terms of sense. 

The Chair: It lacks unity, emphasis and coherence. 


Ms M. Ward: That last sentence is like a thought 
thrown in that has nothing preceding it in the paragraph. 
The Chair: Should the last sentence be deleted? 


Mr Christopherson: I think the earlier reference to 
“federal” has been removed. 

The Chair: So that should go? 

Mr Christopherson: Yes. 

Mr B. Ward: I do not know what details we have to 
get in here, but I would like to add the word “approxi- 
mate” before “$2.5 billion,” because we are not really sure 
it is exactly $2.5 billion. It is approximately $2.5 billion. 

The Chair: Okay. Next paragraph. Is anybody not 
okay? The third paragraph? 

Mr Christopherson: One small change at the end, the 
last sentence. “‘It”—meaning Ontario—“retains a good in- 
dustrial structure and it ‘remains’ the most attractive desti- 
nation for immigrants.” 

The Chair: Any problems with page 2? Page 3? I 
wish some of my students were here to see how we are 


going through this word by word. A good lesson in writ- 
ing. 





Mr Phillips: It is like eating in a fine restaurant. You 
never want to go in and see how the stuff is made. 

This is a detail, but, “However, the current recession is 
a natural reaction to a long period....” I have trouble ac- 
cepting that. 

Mr Christopherson: So do we. The fact is, we want 
it struck. 


Mr Phillips: I think you accept that you never have 
a—okay, good. 


The Chair: That “however” sentence is out? Where 
are we? 


Mr Phillips: I am only one member of the committee. 
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Mr Christopherson: We were going to propose th: 


Mr Phillips: At the bottom, Mr Chairman, “The | 
nadian economy operates in a barrier-free North Ameri 
market.” I am not sure it is barrier-free as yet, and wha 
the definition of “North America’? 


Mr Elston: It used to include Mexico. 
Interjection: I think it should include Mexico. 
Mr Elston: Mexico City, North America. 


Mr Phillips: I just do not think it is an essentis 
barrier-free North America. It is an essentially barrier-f 
US-Canadian trade market. 


The Chair: Almost. Is that ‘an almost barrier-free” 


Mr Phillips: Well, “almost barrier-free” or “ess 
tially” or whatever is a better word. “US-Canadian r 
ket” as opposed to “North American.” 


Mr Elston: I would have even gone further witl 
contrary view to that being the case. In fact it is not t 
rier-free. There are more impediments, in my view, un 
the free trade organization’s dispute resolution mec 
nisms and the problems that are inherent in state legis 
tion than I think a lot of the federal authorities want us 
believe. I think it certainly is not true as it pertains to tr: 
between Ontario and Quebec or Ontario and Manitoba 
Saskatchewan. I just think that is much too lenient a. 
scription of our trade deal of the moment. 


Interjections. 


Mr Elston: The fact of the matter is that this is 1 
correct, the way that we define the North American e 
nomic union about to be, if that is what it is going 
become, because it just is not barrier-free. 


Mr Christopherson: What would you suggest? 


The Chair: I think the point here is to talk about w 
we have and the concern about where we might be goin; 
we see the free trade agreement extended to Mexico < 
how that impacts on us. I think that is what that is meant 
do. 
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Mr Elston: I just object to the “barrier-free” becaus 
know that it is not. 


The Chair: The suggestion is to take “barrier-fre 
out. “It is important to remember that the Canadian ecc 
omy operates in a North American market.” 


Mr Christopherson: Actually, we have got a probk 
with the whole paragraph, to tell you the truth. 


Mr Stockwell: What is your problem with that? 
your problem that you do not think it is going to happen 
is your problem that you do not want to see it happen? 


The Chair: My reading of what has been said is tha! 
is not a real reflection of what is actually taking place. 


Mr Stockwell: I understand what Mr Elston has sa 
It is talking, as I see it, in present terms and in futt 
terms. We are talking about a market that is beyond c 
own. I suppose it is going to happen or it looks like it 
going to happen. Now, we do not really have a lot 
control over that. Are we simply ignoring the obvio 


sause we do not like it? I guess that is what I am trying 
point out. I am not saying we have to like it or dislike it. 


Mr Jamison: It is not really barrier-free. Even the bi- 
2ral deal is not barrier-free, if you look at it. The Ameri- 
as at this point, quite frankly, have the ability to 
icle-301 us or countervail us or whatever. 


Mr Stockwell: I do not want to get into a whole free 
de debate. We are not going to agree on that. I guess 
iat I would like to know is— 


Mr Elston: You said, “What is your problem?” What 
your problem? 


Mr Stockwell: I think this is going to happen. It is 
ing to happen because the federal government looks like 
s committed to making it happen and I do not want to 
aply omit it because we do not happen to agree with the 
leral government. It is a fact of life, and shutting your 
»s and hoping the lion does not see you is not the way of 
ing it. 
The Chair: Mr Stockwell, with all due respect, I think 
t the debate here is whether or not it is barrier-free. Your 
t of the argument, from the way I understand you—and 
tect me if I am wrong—is that you are saying that it is 
tier-free and that is the way we are moving. The argu- 
nt that I hear from Mr Elston is that in fact there are lots 
impediments. They are municipal, they are city-wide, 
y are state-wide and there is still the free trade deal 
nif. 

Mr Stockwell: You have misunderstood my argu- 
nt. My argument is that we are moving more towards a 
tier-free— 

Mr Sutherland: Why do you not say “tariff-free”? 
at is really what the free trade agreement was, to make it 
ff-free not barrier-free. 


Mrs Sullivan: I think we should just leave those 
tds out. 


Interjection: The whole paragraph? 
‘Mrs Sullivan: No, just “barrier-free.” 


Mr Elston: All you need the paragraph for is to set 
context for the operation of the economy, right? The 
Ssures that are generated by increasingly hemispheric 
le initiatives—maybe we should put “are going to cause 
onsiderable period of rationalization” or “go hand in 
id with the past three years,” something like that. You 
'€ to set the context. That is what this thing is supposed 
lo for us, to forecast for the people reading this report 
| there are troubles ahead unless the government re- 
nds in a particular way, I presume. Since this is advice 
he Treasurer, we are presumably alerting him and his 
leagues in cabinet of the fact that he has got to do 
nething. 
















































The Chair: It is also a document, as you pointed out 
‘ier and I think is worth repeating, that a lot of people 
going to read and use as the gospel according to this 
mittee. I will just leave it there. 


Ms M. Ward: Given that a lot of people have called 
| a made-in-Canada recession, including people appear- 
| here and what you read in the newspapers, can we 
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really agree with the first sentence that, “It is impossible to 
point to...causes of the recession”? 


Mr Stockwell: Oh, come on, name one person who 
says it is a made-in-Canada recession. 


Ms M. Ward: I can find it in some of these briefs. 


Mr Jamison: We had about three presenters who said 
that. 


The Chair: The Royal Bank. 


Ms M. Ward: I think the Conference Board of Can- 
ada did also. 


The Chair: The Conference Board, the Automotive 
Parts Manufacturers’ Association, the— ~ 


Mr B. Ward: Blame that on the federal government. 


The Chair: It is a good job you were not here, boy, 
your ears would have been burning. 


Mr Stockwell: If it is a made-in-Canada recession, we 
certainly have far-reaching powers because we now reach 
Europe and the United States and we are a major leader in 
world affairs. 


Mr Jamison: Mr Stockwell, we led the way into the 
recession. We were there ahead of other countries. 


Mr Stockwell: No, no, you said—we did not say we 
led the way into the recession. You said it is a made-in- 
Canada recession, meaning very clearly that no one else is 
in a recession and it is only through our ineptness that we 
are in a recession. Totally unbelievable, it is absurd. 


Mr Christopherson: We would feel most comfort- 
able just removing that first sentence. 

The second thing we would change is that in the next 
sentence, the last sentence of page 3, the word “opportuni- 
ties” be removed and replaced with the word “pressures.” 
Actually, it would be “opportunities provided” replaced 
with “pressures.” It would then read “partly in response to 
the pressures under the FTA.” 


Mr Elston: “Pressures generated by”? 
Mr Christopherson: ‘Generated by the FTA.” 


Mrs Sullivan: I think it is important to leave the first 
sentence in. Indeed, it shapes what is a factor that is clearly 
on the table at the federal level. It will have a major impact 
on Ontario over the longer term, and the federal govern- 
ment is at the table on that issue. Whether the current 
administration in one of the provinces concurs or does not 
concur, the thing is that it can very likely happen, which is 
all that says. I think it should be there. It is a reality. 

Mr Elston: Why do we not say that “the Canadian 
economy operates in a North American market that is 
quickly moving towards a hemispheric” — 

Ms M. Ward: I thought we were talking about the 
first paragraph. 

Mr Elston: Oh, I am sorry. I am bouncing around. We 
were talking about the last sentence in the last paragraph 
on page 3, and I thought we were at the first of that. I am 
sorry. 

Mrs Sullivan: First paragraph on the page and the 
last— 
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The Chair: Can we deal with this paragraph and then 
glue it together? Could you read your suggestion again, 
Mrs Sullivan, about how you would like to see that last 
paragraph worded? 

Mr Elston: Okay, that is where I thought we were. 


Mrs Sullivan: Yes, that is where I thought we were 
too. I am getting all confused. I would simply leave the 
first sentence in but for the words “barrier-free.” Unlike 
the NDP representative who recommended that be taken 
out, I feel it is important for it to remain in because it is a 
reality that is going to have to be faced and “might even” 
is enough of a hedge that it describes the next phase of 
development, presumably, in an expanding market. 

Whether the second sentence is changed to replace 
“opportunities” with “pressures,” indeed there have been 
some opportunities for rationalization and increased pro- 
ductivity within Ontario under the FTA, and some of the 
pressures have lead to closed jobs. So, one or the other. 
Clearly, there has been a rationalization, not only due to 
the FTA but partly in response. Why do we not just say 
“partly in response to the FTA”? 


Mr Christopherson: I am a little unclear. We are cer- 
tainly open on this. We are not hard and fast on the posi- 
tion. 


The Chair: Could you read your whole paragraph as 
you see it? 


Mr Christopherson: Yes, but I am a little confused. 


Ms M. Ward: Maybe I misunderstood, Dave, because 
I brought up the point about the first sentence on the page 
and I thought that was the sentence that you were referring 
to. It is not? 


The Chair: No. We are dealing with the last para- 
graph. We will get back to your first paragraph. Could you 
read your last paragraph again? 

Mrs Sullivan: “It is important to remember that the 
Canadian economy operates in a North American market 
that is likely to be expanded in the near term and which 
might even become a hemispheric market in the medium 
to long term. The Canadian and Ontario business sector 
has undergone a period of considerable rationalization dur- 
ing the past three years, partly in response to the FTA.” 


Mr B. Ward: Could we add one word? “It is impor- 
tant to remember that the Canadian economy primarily 
operates” because we do have trade with Europe— 

The Chair: “Primarily.” 

Mr B. Ward: “Primarily operates” recognizes that 
most of our trade is with the United States. 

Mr Stockwell: Fine. 
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Mr B. Ward: However, the reality is that we do have 
some trade. 

Mr Christopherson: Somebody had already jumped 
to the last paragraph before we had a chance to do the 
second one. I did not want to throw us off, but— 


The Chair: Let’s do the first paragraph under “Causes 
of the Recession.” 


Ms M. Ward: I just brought that point up. I was 
making a recommendation. I do not agree with that s 
ment that, “It is impossible to point to” maybe no 
specific cause” but “the causes of the recession.” Thi 
terest rate was what concerned me. I do not think the 
much emphasis on it through here. 


Mr Elston: So you just take out the first sentence 
start off, “Numerous factors have converged....” It « 
not make much difference. 


The Chair: Strike that first sentence: “It is impos: 
to point to a specific cause or causes of the recession.” 


Mr B. Ward: David probably worked for hour: 
that sentence. We are taking it out, Mr Chair? 

The Chair: I am at the will of the committee. 

Mr Stockwell: Fine, take it out. 

The Chair: Paragraph 2? 

Mr Christopherson: I just want to mention early 
we have changes but some of the chapters, if I can 
them that, did a very good job, as we saw it, of attribu 
statements to the groups that came in. They were ° 
clear that this group said this, a number of either lat 
groups or business groups or economic forecasters. 1 
there were some chapters or sections that did not. This 
one of them where we thought there should be more at 
uting of some of these statements, as opposed to just n 
ing them straight up. For the note of the researchers, 
saw pages | and 8 as good examples of doing that al 
more thoroughly. 

The third paragraph, middle of the paragraph, “ 
high exchange rate of the Canadian dollar is caused 1 
number of factors, none of which can be considere 
isolation.” We have a bit of a problem with that to 
extent that, although this may be a philosophical depar 
point, the whole concept of the made-in-Canada reces: 
and why the Canadian dollar is where it is we see 
clearly a decision of the Bank of Canada at the behest 
support of the federal government. To just say it is cau 
by a number of factors and not point more specific 
gives us a real problem. 


The Chair: Could I have a line or something fi 
you that you can live with there? 

Mr Christopherson: Yes. Let me throw this out 
discussion: “Is caused primarily by the Bank of Canada 

Mr Stockwell: We need a reference point. 

Mr Christopherson: We did throw in “primari 
Chris. 

Mr Stockwell: No, we did not. 

Mr Christopherson: I thought so. 

Mr Stockwell: The trouble is in the second paragra 
“The onset of the American recession.” I guess you wo 
have to include, “led by Canadian policymaking,” if it 
made-in-Canada recession. I forgot that. 

Mr Elston: No, it says, “had a major effect on help 
to deepen the recession.” 

Mr Stockwell: But I am saying you will have to 


clude the only reason they are in a recession is because 
led the way. | 


Mr Christopherson: No. 
Mr Stockwell: No? 


Mr Christopherson: A made-in-Canada recession 
es Not mean— 


Mr Stockwell: We pulled them in with us. 
Mr Christopherson: No. 

Mr Stockwell: Okay. 

Mr B. Ward: They have their own problems. 


Mr Stockwell: I see. So we have a made-in-Canada 
cession, a made-in-the-United-States recession, a made- 
England recession. It is kind of weird how we all go in 
the same time. 


_ Mr Christopherson: That sentence is very carefully 
tuctured and as far as we are concemed it is very accu- 
te. 
) The Chair: Could I have again, for the sake of the 
searchers, the change that you are proposing for that 
ae then, Mr Christopherson? 

Mr Christopherson: At this point it is, “The high ex- 
lange rate of the Canadian dollar is caused primarily by 
e Bank of Canada” period, striking “by a number of 
ctors, none of which can be considered in isolation.” 
Aat part is struck in our proposal. 


Mr Phillips: I know it is a lot of fun to blame this on 

row, but I thought the credit people had a reasonably 
od observation in their notes on the economy they gave 
the federal government. As I say, it is fun to blame it on 
row totally, but one of the reasons he had to keep it high 
we can only get money to service our debt nationally 
shore. You can only attract it by the interest rates. It is 
Mt as simple as we would like. 
I think we all think, “Reduce interest rates, the Cana- 
an dollar drops to 80 cents, we are all out of the woods,” 
atever. But as he says here, or as the credit union people 
y, for example, “Overseas investors have significant in- 
stments in the short-term instruments. This money could 
lave the country quickly, producing a sharp drop in the 
anadian dollar,” which we all might like, but as I say, I 
ink we have to be a little bit careful of being overly 
nplistic, and that is why maybe the writers put that in. I 
)not want to minimize the fact that it is not going to be 
nple to reduce. 


Mr Jamison: | think that what we are trying to say, 
d say clearly, is that there is an extremism on the part of 
= position of the dollar at this time. 


_ The Chair: If I could interject here, rationalization for 
> high Canadian dollar is not what you said. The con- 
int reminder of the Bank of Canada is that the dollar is 
3h because of inflation. That is the reason it is high, to 
1b inflation. That is the primary reason, as I understand 
/and not that one of the presenters indicated that the 
llar would not fall, that interest rates would not fall. 


Mr Phillips: I think all the banks said, “Listen, we 
\w have a substantial part of our debt that is offshore and 
\¢ of the challenges in taking the dollar down, taking 
jerest rates down is whether we will be able to service 
T national debt or not.” 






















4 FEBRUARY 1991 
rr deren erence isrnenianineaniannneeinnmns 


F-423 


The Chair: In response to a question that I put to one 
of the bank associations about that—I asked to what extent 
our debt was offshore and to what extent the federal deficit 
was being financed offshore instead of just buying it 
within. The response that came back was that most of the 
federal deficit is financed here and the problem lies with 
the industrial sector that had borrowed its money offshore 
in response to the shortage of money here because the 
federal government was taking it up, and our interest rates 
were held high in order to curb inflation. 


Mr Phillips: I would have to reread Hansard. I have 
just a different recollection. 


Mr Stockwell: The Canadian Bankers’ Association 
said exactly what Mr Phillips just said, word for word. 
Exactly that. I think it is unfair, and again, you can play 
games and put it all on one person, but the last deputation 
made that exact point. 


The Chair: We have heard many others. 


Mr Stockwell: Okay, but there are always conflicting 
views, and to simply say that is the primary reason is 
unfair. . 


Mr Christopherson: Mr Chairman, in recognition of 
the comments made—and we are an easy-going bunch, as 
you will find—to include “primarily caused by the Bank 
of Canada and federal government deficit,” we can live 
with that. 


Mr Elston: I may be out of turn, but do we have to 
pinpoint all the reasons behind each of these problems? 
Are we not asking in this paragraph to identify the reasons 
why we find ourselves in a recession? Yes, we find our- 
selves in a recession because of some global problems; 
yes, the tight monetary policy contributes to the recession 
that hit us; yes, there is a problem with the value of the 
high exchange rate of the Canadian dollar. Are we charged 
with trying to determine exactly why everything has hap- 
pened that way? Are we not just enumerating those as 
causes of our recession? So why are we worried about 
whether or not it is attributable to X, Y or Z? Let’s just 
identify those as problems with which we have to wrestle. 
I mean, we are not here to solve the world’s problems. 
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Ms M. Ward: I think we have two different things 
here that we are arguing about. Mr Phillips is objecting to 
our blaming it on the Bank of Canada, saying that the 
Bank of Canada may have some valid reasons for its ac- 
tions. But I do not think that stops us from identifying it, 
that the high Canadian dollar is caused by interest rates. 
That there might be an argument that those are justified is 
a separate thing. 


Mr Elston: I just say to identify that high interest 
rates cause problems, high exchange rates in the Canadian 
dollar cause problems and let’s let the Treasury people 
figure out what the problems are. 


The Chair: Can we live with that? 


Mr Christopherson: I understand what Mr Elston is 
saying, but what is his proposal vis-a-vis what is in front 
of us? 
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Mr Elston: I just basically said let’s not try to attri- 
bute the blame. All we have to do is identify. 


Interjection. 


Mr Elston: Well, you can just identify it and say tight 
monetary policies or global problems, whatever. What 
does it say? “Circumstances peculiar to Canada and On- 
tario are also responsible for the tocal recession. In part, 
they are part of the response to the global changes de- 
scribed above. The tight monetary policy of the Bank of 
Canada...the high exchange rate of the Canadian dollar.” 
Just list them. 


Mr B. Ward: So you are saying “these circumstances 
include.” 

Mr Elston: Yes. If you start saying it “is caused by” 
then perhaps that is where we are going to have some 
problems with dissent and we may never get by this para- 
graph. But it is certainly clear, I think, and all of us can 
agree, high interest is a problem for us in Ontario; the 
exchange rate on the Canadian dollar is a problem for us 
here in Canada, and in Ontario in particular. The policies, 
from the Treasurer’s point of view, are going to have to be 
developed to help minimize those influences on our eco- 
nomic condition. So let’s let him figure that out. 


The Chair: Can we live with that? 
Mr Elston: Let’s just list them. 


The Chair: The first three sentences would sit as they 
are, and then you are suggesting “the high exchange rate of 
the Canadian dollar’— 


Mr Elston: —“is also a contributing factor,” if you 
want, and then you do not even have to say what it is 
caused by. 


The Chair: I think he said the high interest rates, the 
high value of the Canadian dollar. Just list the factors and 
then get on with it. 


Mr Elston: I may be missing something, but is that 
not maybe enough for it? 


Ms Anderson: Yes. 


Mr Christopherson: The only thing I would suggest, 
though, is that what we have heard from most of the peo- 
ple who came forward is that it was a two-punch. You 
have to tie the high exchange rate and the high interest 
rates hand in hand. 


Mr Elston: They are listed there together. 


Mr Christopherson: But I am saying they should re- 
ally be in one sentence, in the same sentence so that they 
are given equal weight, that is all. 


Mr Elston: I think of this report to be read by some- 
body who just got laid off and who would try to identify 
whether or not we were doing real work or whether we 
were being a little bit fictitious. Would they agree that they 
have been affected by, or the economy has been affected 
by, high interest rates, by the high value of the Canadian 
dollar internationally and by global changes? I think they 
would understand that and say, “Yes, that’s probably pretty 
clear.” Now, are they going to be as concerned about 
whom to attribute those problems to, consistent with their 
own problems? I think they are not as concerned about 


that, but they want to know that this is a valuable piec 
advice for the Treasurer, so that if we can identify 
problems, then the Treasurer can take steps to deal | 
those issues, if he can. 

Mr Christopherson: I am sure they will wan 
know in 1992, but in terms of right now, your point is 
taken. I think as long as we took the tight monetary pc 
of the Bank of Canada in addition to the high exche 
rate and tied a sentence in that way, if that is a fair com 
mise, that meets our needs and I think it might go a | 
way to meeting yours. I do not know about Mr Stockw 

Mr Stockwell: Fine. 

The Chair: We can write off page 3? 

Interjection: Sounds like it. 

The Chair: Page 4. 

Mr Phillips: Can we be more specific on that, “in 
long term, political uncertainty in Canada, caused by 
NDP election’’? 

Interjections. 

Mr Phillips: Okay, I am kidding. 

Mr Christopherson: And I thought we were benc 
over backwards to be non-partisan here. 

Mr Phillips: I assume that does refer to— 

Interjection: The Constitution. 

Mr Phillips: Yes. 

Interjection: Maybe we should spell it out. 

Interjection: Where is this? 

Mr Phillips: Two lines, halfway down. 


Mr Christopherson: Do you want to say “const 
tional uncertainty in Canada’? 

Mr Phillips: This will elicit, I am sure, some disc 
sion, you know. I believe it. Specifically what it will b 
something the committee should discuss. 

Mr Christopherson: I think that is a fair poi 
Whenever the Treasurer is having consultations with p 
ple, wherever possible he tries to ask them what tt 
thoughts are on the constitutional question. I think that i 
recognition of the impact that whole matter is having 
dollars and investments. That is why when you mention 
I think it is well worth making it very clear, when we : 
“political,” we are talking about the constitutional unc 
tainty. I think it is a valid point. 

Ms M. Ward: Is it possible, though, that the wo 
“cannot fail” are a little too strong? Are we not saying i 
a foregone conclusion that it is going to happen. 


Mr Stockwell: Are you going to put those in? 

Ms M. Ward: No, the words are there, “cannot fail. 
Interjection: “May”? — 

The Chair: We could say, “Constitutional uncertair 


in Canada could have an adverse effect on investment c 
cisions.” 


Mr Stockwell: Do you really think that is watering 
down? “Could have”? I mean, it is going to have. 

Mr Christopherson: It is having. But to what degre 
We are not measuring degrees here, but if anybody wat 
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make the statement that it is not having an impact out 
are, I would challenge it. 

Mr Stockwell: I think pretending it could have—you 
2 suggesting that it is not here. 


Ms M. Ward: “Is expected to”? 
Mr Stockwell: It is here. It is having its effect. 


The Chair: Then you could say, “Constitutional un- 
rtainty in Canada is having some adverse effect on in- 
stment decisions.” 


Mr Elston: If you wanted to hedge your bets a little 
t, you could put in some escape words for the 
mmittee’s benefit. If you cannot pinpoint a definite pre- 
nter, you could say, “It is the committee’s feeling from 
» general sense of presentations given that the constitu- 
mal uncertainty surrounding Canada’s future is having 
adverse effect on....” If you want to escape being defin- 
ve, that is the way to do it. I think it is a general sense 
it I get from listening to members in turn, who have 
ard more of the presentations than I did, that you feel— 


| Mr Stockwell: It has been stated. 


| Mr Elston: Okay, then you should just go right ahead 
d say that. 


_Mr Christopherson: Unless others have a problem. 


_Mr Elston: How far do you want to go as a commit- 
:in underscoring that for the purposes of somebody who 
es political analysis of committee work in this Legisla- 
e, for the benefit of investors in New York or some 
ler place, jurisdiction? They read this stuff. Particularly 
: people in the state of New York, for instance, are look- 
. at any advantage at all. If they can hold up a committee 
dort that says our own committees are identifying now 
tt the constitutional uncertainty is a reason why people 
‘ot investing in Ontario, you may find yourself com- 
mised just slightly by that as you try to go the rounds to 
/,““Don’t set up your new business in Buffalo.” 

“Tt is just something that you have to be aware of once 
J get into the position of writing these reports, because 
ether they are seen to be government-adopted reports or 
, these are government workings in the province of On- 
(0, government in the small-g sense. So consider the 
tding from that point of view, I think. 

The Chair: Since you put it that way, should we take 
ut? 

| Mr Christopherson: Let’s come back to it. You raise 
alid point and I think we would like to chew on it. 


The Chair: Does anybody have any problems with 
t page? 

Mrs Sullivan: I am looking at the very last sentence 
‘he first paragraph, page 4. “At the same time, because 
npanies that have been unable to compete successfully 
’e failed, only the most efficient producers are likely to 
Vive and. be competitive in the post-recession period.” I 
Ak what you are looking at here is a statement that really 
ects the reality only—maybe not only, but specifically 
he manufacturing sector. 

|The discussion about productivity increases and com- 
itive successes largely related to an increase that was 



























also occurring in additional value added in those sectors. 
Certainly in any recessionary period the tough fighters are 
the ones that stay in, but I think, by example, of the con- 
struction industry, where a lot of their failures are market- 
driven rather than productivity-driven. I think that is a little 
too all-encompassing. 
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The Chair: How would you like to change that? 


Mrs Sullivan: I am not sure. Maybe the writers can 
come up with something that would take into— 

The Chair: Would you prefer something along the 
lines of, “In the manufacturing sector, some companies 
have been unable to compete successfully because they 
have not been efficient producers” — 

Mrs Sullivan: No. 

The Chair: I am just trying to be helpful here. 

Mrs Sullivan: No. A lot of the companies in the man- 
ufacturing sector have all sorts of other issues affecting 
them. I just think there are other forces that have caused 
companies to fail and close down. The brush is just too 
broad there. 

Mr Elston: I am also concerned, because this could 
suggest to people that the only reason companies are clos- 
ing their doors here is because they are not competitive, 
while in fact the truth of the matter is that several have 
been purchased by foreign concerns and are now moved 
beyond our boundaries, particularly in the United States. 

One of the first big issues that had to be dealt with by 
the new government was the issue of Consumers’ Gas and 
who should buy or who should not. It does not mean, 
because these plants no longer operate in Ontario or in 
Canada, that they were not productive. Their loss is very 
hard felt here, but because they are so competitive, be- 
cause they had good products, they now perhaps are manu- 
facturing someplace else. I want to attribute some blame to 
the good product lines that are manufactured by some of 
these concerns that now are being made other places. 


The Chair: How do we do that? 


Mr Elston: I do not know. It just makes it more com- 
plex. I know the desire is always to try to go as quickly 
and as simply— 

Interjection. 


The Chair: Multinationals closing branch plants and 
moving them to the States. 


Mr Elston: And taking product lines with them. 


Mr Jamison: That is right. Restructuring once the 
buyout takes place. That is happening quite frequently. 


Mr Elston: I do not want to make it look as though 
the Ontario marketplace is so highly uncompetitive and 
therefore we are all closing down. It is not the only story in 
town. That is all. 


Mr Hansen: I would have to agree on your point, Mr 
Elston. We heard for a period of time that it was consolida- 
tion, that there were plants in the far south that had the 
capacity to run another shift. I think we would be letting 
the word out to other companies that want to locate here in 
Ontario that it is a scary place to come. I think you are 
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correct in that sense. It was multinational companies that 
were consolidating their product lines. 

The Chair: We need to give some direction here 
about what we would like to do with this phrase. Should 
we just take it out? 


Mr Elston: It is strange. It seems to be a given that 
only the most efficient producers are likely to survive. It is 
a just the problem that in Ontario’s economy the most 
efficient producers also are being taken away. I just do not 
know how you wed the ideas in there. 


Mr Christopherson: I think the points are well made. 
We are comfortable with the writers taking another run at 
it, bearing in mind some of the things that have been said 
here, and we will all take a fresh look at it. 


Mr B. Ward: I think it is also important, the point Mr 
Christopherson made about having the writers reflect 
which organizations expressed these opinions. That would 
be helpful as well, because we have met with a large num- 
ber of groups and I do not recall which organization, if 
any, told us, “At the same time, those companies which 
were unable to compete successfully failed.” I do not recall 
which organization told us that. When they redo this re- 
port, when they slot these opinions in, then as a committee, 
under observations and recommendations we can agree, 
disagree or expand on whatever we have heard. 


Mrs Sullivan: You might want to look at the CIBC. 
The chief economist for the CIBC was quite direct in her 
discussion relating to the lean and mean operations that 
would exist after coming out of this recessionary period. 


Mr B. Ward: As most of us have, I missed some 
meetings when we were consulting with the organization. 
So as they redraft this report, to slot in which groups or 
which representatives expressed these opinions would be 
helpful as we firm up our own observations and recom- 
mendations. 


Mr Phillips: Can I make another general point? 
The Chair: Are we off that point? 


Mr Phillips: Just because I think we are going to 
break at 3:30. The challenge for us, I think, is to make sure 
we do not forget areas that may be important but did not 
appear before us, that we each reflect on them a little. I 
think there is always a tendency to hear the squeaky wheel. 
I do not know whether I have them all right, but there were 
very few people from the environment here; a year ago or 
two years ago, I think we would have had them here. I 
think we should at least think about that so our report is 
not incomplete. Similarly, I do not think there was any- 
body from policing here, whether that is an issue or not, 
nor rapid transit. We had all the road builders, but none of 
the— 


Mr Sutherland: We did get Transport 2000. 


Mr Phillips: Did we? I do not remember that. We had 
somebody from pulp and paper—I guess they did send one 
in—and mines. Those were five things that at least I am 
going to think a little about, to make sure we do not forget. 
They are important areas; just because they did not happen 
to make an appearance. I wanted to raise that before we go 
away so that when we issue this report somebody does not 
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say, “Well, how could you ever consider an economic 
port without”—whatever it is. 

Mr Christopherson: Mr Chair, we are a few min 
away from adjournment. Maybe we should end it 1 
there. We have completed page 4 as far as we are « 
cerned. As long as we have another month and one | 
we will get through this, no problem. But we would lik 
adjourn rather than start into another page, which cc 
take us into— 


The Chair: Perhaps if we could all come back ton 
row morning at 10 o’clock having examined it, we cc 
maybe move a little quicker through the preambles, 
then we can get into the recommendations. 


Mr Christopherson: By way of process, I assume 
will continue this way; if we can expedite it, fine. At | 
having done it once, we have some sense now of how 
might work. It would appear that there are some dif 
ences but at least a certain level of co-operation on 
parts, and I think that is very helpful. 

Could I ask how we would proceed with the obser 
tions and recommendations part? I understand how we 
do the text. Does anybody have any suggestions? For 
stance, does one of us want to start out with what 
thoughts would be on it and then let the others put th 
out, or what would you suggest? 


The Chair: Just by way of interjection, we have 
guess we will be getting it by tomorrow morning—al 
the recommendations that all of the groups put forw 
This is just a thought, as you asked— 


Mr Christopherson: You are not going to suggest 
do every one. 


The Chair: Perhaps we could go through it 
caucuses, and decide what we want to do, where we w 
to go with this, or, if you want, how you want to cc 
back with recommendations. 


Mr Christopherson: Let me try something out. 
can come back, if you wish, as we have done here: We \ 
take first cut in terms of what we would like to see, ¢ 
then let’s see if there is any chance at all of any kind 
consensus that could be found by tinkering or playing v 
it; if not, then maybe a recognition that that is going to 
our position, it is the majority position, and that the 
senting reports that are more than likely to follow 
going to take their own position. 

In fact, if either of the two opposition parties wants 
counter with its proposal to show that maybe we are | 
that far apart, that we can close the gap, then by all mea 
But if there is a recognition that we are way off the bez 
then why beat a dead horse? The reality is that the major 
is here and you have your opportunity for dissent. Wh 
would like to see us focus on maybe is those things 
could work to find compromise, to find consensus, | 
cause that is going to be the real beneficial material, qu 
frankly, because it has the non-partisan hat. 

Mr Stockwell: I do not know about the other parti 
but our recommendations are ready. I do not know if y 
have had a chance to do your recommendations. 
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Mr Christopherson: No, that is what we are going to Mrs Sullivan: We read yours in the paper the other 


now. day. 

Mr Stockwell: If you can bring those recommenda- Mr Elston: To quote from page 5, Mr Chair, “The 
as forward, I do not see that it would be a big problemif general theme is one of considerable uncertainty.” 

1 want to exchange and see if there is any common The Chair: We are adjourned. 


und. Frankly, I do not think there is, but I am prepared 


The committee adjourned at 1531. 
liscuss them. 
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The committee met at 1014 in committee room 2. 


PRE-BUDGET CONSULTATIONS 


The Chair: We can begin. I think we have a sufficient 
party representation here. If I remember correctly, we 
d struggled to page 4. We had finished page 4, complete. 
)we have any reconsidered changes or comments? 


Mr Elston: Are we heading back to page 2? Are we 
cking up all the stuff that was left off or are we going to 
'the end? 

Mr Christopherson: No, we will not be heading 
ck. We will just keep pushing ahead for today. 


_Mr Stockwell: So, are we on page 5? 

The Chair: We are about to start page 5. Is that right, 
ris? 

Mr Stockwell: Yes. 


Mr Christopherson: We have “Forecasts” on the bot- 
n of page 4. We are okay on the first paragraph at the 
) of the page, Mr Chair. 





The Chair: So we are at the top of page 5, “The gen- 
il theme.” Is that satisfactory with everybody? 


(Mr Christopherson: First paragraph on 5 is okay 
th us. 


The Chair: Okay, second paragraph. 
Mr Phillips: Does that mean 1991 or 1992? 
Mr Rampersad: Sorry, that is 1991. That is a mistake. 


The Chair: I am glad to see Mr Phillips is alert this 
ming. Any other problems with paragraph 2? 
































Mr Christopherson: The “should” in the second-last 
f We were more comfortable with “may.” 


The Chair: “Sales tax, should boost output.” You 
nt to change “should” to “may”? Anybody have any 
blems with changing “should” to “may”? All right. Can 
write off paragraph 2 as being completed? Paragraph 3. 


Mr Christopherson: Two things. It says “the infla- 
n rates are likely to rise,” and yet we heard from a 
mber of people who said that there virtually would not 
vany inflation of any significance because of the reces- 
in. We were a little confused by that. Then we were not 
nfortable with saying “substantially in 1992.” Again, 
did not think there was that much confidence out there. 
» are more comfortable with “somewhat.” 





Ms M. Ward: There appears to me to be a contradic- 
1 too between that and the next paragraph on inflation 
2s, because they are saying “likely to rise” and the last 
agraph mentions a “reduction in inflation rate” in the 
‘ond line. 


The Chair: Yes, I see that. 
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Ms M. Ward: So, while you are speaking of that 
point, I thought you might consider this one at the same 
time. 


The Chair: What you are saying is, you cannot have 
it both ways, paragraphs 3 and 4. Should we have that 
whole section reworked, and how would we want it re- 
worked? The forecasters were projecting a flat inflation 
rate at the very minimum. Towards the end of 1991 they 
were expecting an increase in employment or a flattening 
out and a gradual beginning of the upturn of the economy. 

Mr Rampersad: But we did have signs of it declining 
during the year. 


The Chair: Then if the third paragraph refers to On- 
tario, maybe it should say “in Ontario” and the next one 
should say “in Canada as a whole” somehow. I think we 
need to make that distinction there. Okay? 


Mr Christopherson: Rework those two paragraphs 
and then after they are redrafted we will take a look at 
them fresh. When would we get the first draft of some of 
the changes we have talked about, or are we waiting to go 
through the whole document? Second, how will they ap- 
pear? What is the format? 


Ms Anderson: It is up to the committee how you 
want to do it, whether you get it on a piecemeal basis or 
whether you go through the whole draft once and then you 
get a whole revised draft back. That is up to you. How you 
get it, the way we usually do it is something called red-lin- 
ing, where you get a version that will look like this, which 
has Xs through bits that have been taken out and underlining 
on bits which have been inserted. 


Mr Christopherson: I see. If possible, if we could get 
chunks of it as they are done—I realize there is only so 
much that can be humanly done, but I think it would make it 
easier for us to keep the flow going—as quickly as possible. 

That is it for us on that page, Mr Chair, obviously. 


Mr Elston: I know that we all know “83 and 84 cents” 
is against the US dollar, but perhaps for completeness it 
could be added. 
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The Chair: This is Table 1: Ontario Economic Out- 
look (A Comparison of Forecasts—to follow). This is the 
table that will go in at that point. Has anybody any ques- 
tions or problems about the insertion of this table at that 
point? 

Mr Christopherson: No, just a question. I am trying 
to think. We had talked over here about forecasters and 
how accurate they had been. It is a good reference point. 
There was Informetrica. Is that how you say the name of 
the company? Were there any other forecasters that came 
in? No? They are here. Could they be added? Could 
Mike’s projections, if they are available, be added? 
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Ms Anderson: They did not actually have any num- 
bers, very much. They had graphs. 

Mr Rampersad: Whatever numbers he mentioned 
were Canadian as opposed to Ontario. These are Ontario 
numbers. 

Mr Christopherson: Okay. That is fine. 

Mr Phillips: He is a smart forecaster. 


Mr Christopherson: Yes. I was going to say he fore- 
casts often and vaguely. 

The Chair: It would be interesting to compare these 
projections with the projections for the last time they made 
projections. 

Mr Christopherson: At first glance I thought that is 
what it was. It would be nice to go back five years and get 
a sense of those numbers. 

Mrs Sullivan: I wonder if in this section it might be 
useful to look at a report that is out from Statistics Canada 
today. Actually, it was released yesterday. We have not had 
this kind of testimony before the committee, but we may 
want to include a caveat in the report. Basically their most 
recent economic indicator shows a Serious decline. Your 
chief of current analysis says the recession is broadening 
and deepening and he is quoted as saying, “I cannot see a 
recovery in any of the major sectors.” 

The Chair: You have me at a disadvantage; I have not 
read that this morning. 


Mrs Sullivan: We can get material from Statscan re- 
lating to this report. It was released yesterday. They are 
clearly showing a greater concern than the economists who 
appeared before the committee. We may want to include 
that kind of information as a caveat because they are working 
with the latest leading-indicator changes from the end of 
November. 

The Chair: Can we get those numbers? 

Ms Anderson: We will try to get the material. 

The Chair: Can we get a copy for everybody in the 
committee, of all the numbers, not just what is in the news- 
papers? 

Mrs Sullivan: Yes, I would think that, sure, the re- 
searchers could get it directly from the people at Statscan. 
These are national figures, but it may be worth while to 
include them. 


The Chair: There might be a breakdown. 


Mr Christopherson: You may want to look at actu- 
ally incorporating some of that into the body because of 
the importance of the information and the profile of the 
presenters. We may want to look at actually incorporating 
some of that in the body because of its importance and 
who it is coming from. 

Mr Elston: I understand that but we may not want to. 
If you start doing it, next week there may be something 
else you may want. 

Mr Christopherson: We would only go until Thursday. 

Mr Elston: I understand that, but none of us has really 
taken a look at it. It is nice to have that as a caveat just to 
draw people’s attention to the Statscan material, but it is a 
little hard to include it in a report when you have not really 


been able to sift and digest it. Do you know what I me 
We can say we have put our material together without 
assistance of this, “but please note for a more current anal 
the Statscan material which was released” whenever. 


Mr Christopherson: | think it is a point well tak 
but let me ask a question. Do we still have the native gr 
coming in? 

The Chair: They have not responded and I would 
sume at this point that it is no, since they will be meet 
the Treasurer on Thursday. However, I have also he 
from Mr Elston that if they did want to come, we sho 
perhaps listen to them, and that of course would be 
cided here. 


Mr Christopherson: I guess the point I was gettin: 
was, even as late as yesterday morning we were still 
ceiving submissions and acknowledged that some of 1 
material could indeed be in the body of the report. 11 
looking at this in the same light, given the fact that i 
coming from Statscan, that is all. 


Mrs Sullivan: I think my point was just that it wo 
be useful to note that there are other indicators that 
changing things over time. These are national figu 
They are not specific to Ontario, nor do they release 
breakdown for Ontario. Just on that page, it might be use 
as a caveat, to say there are other changes that are be 
seen. I do not think it should be a very big thing. We h 
not had any interviews with Statscan, we have not 
viewed its material, and it would be unusual to include | 
further data in the report, but I think that just to say t 
this report has been issued. 


Mr Christopherson: At the very least I think 1 
should happen. I would just suggest that maybe, fr 
where we come, we may reserve the right to look 
whether we think it should be in the body or maybe m 
it part of our observations. 


Mr Elston: What I do not understand is, where 
you come from? I do not understand how you can ask u: 
include very much material in the body of the report w! 
we have not seen the thing. I think Mrs Sullivan — 
rightly brought to our attention that there are other thi 
being put out even as we make our report. How can 1 
ask the committee to include some material in the body 
the report from that when we have not seen it yet or | 
the time to analyse it? I think if there is a caveat, tha 
enough. 


Mr Christopherson: I did not suggest that all of 
report had to be included, or a heavy analysis, but muct 
our deliberation has been how deep, how wide, how k 
in terms of the recession, and if there is information th 
that is merely conclusive and being reported by Statsc 
then there may be a value in our at least referencing t 
information in the body as part of the text somewher 
am just suggesting maybe that is something we shoulc 
least reserve the right to look at. I have not had the ben 
of seeing the information either, but it may be that as 
tence or two would be appropriate and that the commit 
would have a high comfort level on that. 
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The Chair: We have had a request from the press for 
copy of this document as we are working on it now. They 
re here. The question is, do we share it with them in its 
urrent state, or how do we want to deal with this? 


Mr Stockwell: Sure, give it to them. Since we are in 
ublic, you have to give them a copy. 


_ Mr Elston: Let’s give them a copy and then go in 
amera. You have learned our provincial secrets, take it 
ack. 


The Chair: Not only that, let’s change everything. 


Mr Stockwell: You missed a story yesterday, a thor- 
ugh, conclusive—that was the story of the day. 


The Chair: Can we say page 5 is done and move to 
age 6? I have this nature about me, I like to move along. 
in page 6, are there any changes, comments? 


Mr Christopherson: Other than the heading, we have 
9 major concerns, unless other members from even our 
iucus have something they have noticed after that. I have 
othing to present on our behalf other than the heading 
lange. 


Mrs Sullivan: What is your problem with the heading? 


Mr Christopherson: We were suggesting dropping 
imswers in,” leaving “partnership” and just adding an “s,” 
yartnerships.” 


Mrs Sullivan: Is this anew secret NDP word? 


Mr Christopherson: Nothing is a secret, Barbara. It 
an NDP government. 


Mr B. Ward: Open and honest. 


| The Chair: This is the first time these committee 
sarings have been done publicly. 


Mrs Sullivan: Pardon me? I object to that, because in 
ct the committee has always operated in public. It is 
tusual for a committee report to be prepared in camera. | 
ject to the fact that you have indicated that this is the 
‘st time the committee hearings have been done in public. 
rey have been done in public since they were initiated in 
e last government. 




















_ The Chair: Then your information is different from 
ine. Shall we continue? Anything else on that page? 


Mr Christopherson: No, we are okay. 
Mr Stockwell: How about “Partnership in Answers”? 


: The Chair: Can we write that page off? Are we happy 
th that page? Page 7. No problems with page 7? 
| Mr Christopherson: No. 
_ The Chair: Page 8? 
30 

Mr Christopherson: Third paragraph, second sen- 
ice, the phrase “despite the overall surplus.” We have 
me difficulty with that. In reading it, it could be implied 
At there is a surplus of non-profit and co-operative hous- 
3 or affordable housing, so we felt more comfortable just 





Ms Anderson: I put that in initially because in the 
first paragraph it talks about there being a large inventory 
of housing. It was just to explain that the need is for af- 
fordable, as opposed to being a shortage in general. But I 
think it probably can just come out. 


Mr Christopherson: It was a little hazy. 


The Chair: What is the consensus there? “Despite the 
overall surplus” comes out, and just leave the sentences 
the way they are. 


Mr Christopherson: Yes. 


The Chair: Does anybody have any questions or 
problems with that? 


Mr Elston: I am a little slower on this because I did 
not hear the presentations, but can I hear the reason for 
“the overall surplus” again? 


Ms Anderson: In the middle of the first paragraph, it 
talks about evidence that was here that there is a large 
inventory of housing at the present in the province, yet you 
go down to the third one and you are saying there is a need 
for more housing. I just wanted to show that you had 
realized there was a connection. 


The Chair: Can we say page 8 is done? 


Mr Phillips: A little thing on the interprovincial mi- 
gration: My recollection was that the immigration numbers 
were probably at a 10-year high into the province. I realize 
this is interprovincial migration, but I would not mind if 
the drafters took a look at the total migration. The implica- 
tion of this is that we are losing more people out of the 
province than are coming in, and I do not personally be- 
lieve that. 


The Chair: Is not the projection for the greater To- 
ronto area to grow at 250,000 a year for the next 10 years? 


Mr Phillips: It is just a small point. What they are 
saying is that more people left the province to go to other 
provinces. That may be the case, but I think there was a 
record number of immigrants who came into the province 
last year, at least a 10-year number. 


The Chair: We will check that. 


Mrs Sullivan: I am looking at the final paragraph on 
page 8, where we have basically a summation of some of 
the initiatives that have been brought to us from the out- 
side. There are two I do not see here, one of them being a 
proposal that I think came from the Ontario Home 
Builders’ Association, but it may be in Toronto, relating to 
a new home ownership incentive; the other relating to pro- 
posals from at least two co-operative housing groups talk- 
ing about the need for the availability of changing existing 
apartment buildings into co-operatives. They were pre- 
sented as alternatives as much as some of these other 
things were, and came from at least a couple of groups that 
appeared before us. I have not checked this back from this 
paper, but they were there as recommendations. 


The Chair: Is it not on the top of page 9? 


Mrs Sullivan: I am not sure, but if we are going to be 
listing alternatives and recommendations that were placed 
before us— 
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The Chair: “Subsidies towards the financing of non- 
profit rent-geared-to-income housing; facilitating the con- 
version of existing units to non-profit; opening up the bids 
for construction of non-profit housing to the private sector.” 
Top of page 9. 

Mrs Sullivan: You have that. Sorry I missed it. There 
was also another one with a recommendation for new in- 
centives for home ownership. 

Ms Anderson: I mentioned that briefly in the housing 
section at the end, where there has actually been some 
overlap, but it could come forward into that one. 

Mrs Sullivan: Where do you have that? 

Ms Anderson: The conversion one is at the top of 
page 9. Under “Social Issues,” there is a short section on 
housing, on page 16, in which there is some duplication 
with the section on construction. At the bottom of that, 
there is the suggestion for expanding the home ownership 
plan. I think in many ways those two sections could easily 
be combined. 

The Chair: Are we happy with page 8? 

Mr Christopherson: Yes, with that one change. 

The Chair: Page 9? Are we happy with the first two 
paragraphs? Okay, let’s move to “Education.” 

Mrs Sullivan: I think there should be some clarification 
of the figures in the first paragraph, given the testimony of 
the Minister of Education before the committee. I wonder 
if the writers could reformulate the description here. “At 
present, the province funds 45.4% of total expenditure 
(including capital and pensions),” 41% of total operating 
expenditure, 59.6% of capital, pensions and approved ex- 
penditures. I think these figures are confusing enough. The 
minister spoke to the committee in a way that was quite 
definitive and I think it is important that this should be 
further delineated, and maybe the researchers can do— 

Ms Anderson: You to want to expand in order to just 
define it better? 

Mrs Sullivan: For instance, “total approved expendi- 
ture” or “total expenditures to a cap”: “At present, the 
province funds 45.4% of total operating expenditure.” 
Maybe that does it. 

Mr Christopherson: What is being suggested? 

Mrs Sullivan: Just the addition of the word “operating.” 

Mr Christopherson: Where? 

Mrs Sullivan: In “45.4% of total operating expendi- 
hirer: 

Mr Christopherson: It is not, though. That is the dif- 
ference between the two, is it not? 

Mr Stockwell: No, it is operating, plus capital and 
pensions, and then just operating. 

Mrs Sullivan: “Total operating expenditure.” That 
clarifies it. 

Mr Christopherson: Wait a minute, though. I am not 
at variance with what is being suggested. I think that might 
muck it up even more. “At present, the province funds 
45.4% of total expenditure (including capital and pen- 
sions) and 41.5% of operating expenditure.” Maybe if it 
said “operating expenditure” alone, if you wanted to clar- 


ify it, but the way you are adding it in I think maybe - 
makes it a little more unclear. 

Mr Stockwell: Why do you not say “total operat 
expenditure, plus capital and pensions, and 41.5% of of 
ating expenditure.” Put “plus” instead of “including” | 
that clears it up. 


Mr Christopherson: I disagree, but I do not wan 
make a mountain out of a molehill. 


Mr Phillips: Actually, what she says is technic: 
right. I think we have not seen the end of this, becau: 
think you are going to see sort of a bit of a firestc 
eventually coming at you, but that will be fine. 


The Chair: Do you mean the paragraph will be fine 


Mr Phillips: Yes, because I do not think there is ; 
confusion out there about what was meant. It is just h 
you may try to interpret it in the future. My question is 
the bottom paragraph. 


The Chair: Could I ask you to wait until we fin 
that paragraph, and then we will do yours? You will 
next. 


Mr Phillips: I would think it is technically correct 
say, “the province funds 45.4% of total operating expen 
ture (including capital and pensions).” That is technica 
correct. 


Mr Stockwell: They are separate. You have operati 
you have capital and you have pensions, so you can § 
“of total operating expenditure (plus capital and pension 
and then you have “41.5% of direct operating expen 
ture,” just operating. 
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Mr Christopherson: Actually, you could lead in 
using the “41.5% of operating expenditure only, a 
45.4% of total expenditure (including capital and p. 
sions).” I think it is fairly clear then that you are saying | 
operating plus those two. The problem is that you : 
using the inclusive clause first, and then narrowing it do 
to a single definition in the second part of the senten 
which is probably what is confusing it. 


Mr Stockwell: Fine. Reverse it. Let’s go. 


Ms Anderson: We will redraft it and bring it back 
you. 


Mr Phillips: My comment is on the last sentence 
would prefer to say, “However, some groups suggest ¢ 
must be taken to ensure...” The reason I say that is tha 
would think teachers never anticipated that the ne 
government’s proposal to increase funding for educati 
was designed solely to reduce property taxes. If you wa 
another firestorm, I just do not want to attach myself 
that conclusion. I would say, “Some groups suggest ca 
must be taken,” because I tell you, you have enough pro 
lems on your hands. 


Mr Stockwell: I would rather be more specific in Ww 
is disagreeing. I think it is the Minister of Education ai 
everybody else. There is no disagreement among the pe 
ple who came in and made their deputations to us. T 
only disagreement lay with the Minister of Educatior 
interpretation. 
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The Chair: I do not know if we need to worry about 
o is agreeing with whom. We have the recommenda- 
ns to make. 

Mr Stockwell: It adds to your recommendation or 
es you a certain degree of base to make the point that it 
'veryone disagreeing with one person rather than implying 
te is some kind of split. There is no split. Everyone sees 
s 60% of operating, except the Minister of Education. 


‘Mr Christopherson: That is not the issue. 


Mr Stockwell: I think it is the issue. I think it is very 
dortant to point that out. 

‘Mr Christopherson: No, no, it is the last sentence 
t is being focused on right now. All that is talking about 
vhether there will be a relative reduction in property tax. 
ink an important point has been made by Mr Phillips that 
word it—how was it again?—“Some groups sug- 
ted,” rather than saying, “However.” I think, from 

te we sit, that makes a great deal of sense. 

Having said that, if you now want to raise the other 
1e, that is fine, but it is really not part of this sentence. 


Mr Stockwell: I will raise it as a separate issue. 
‘Mr Christopherson: Just to get this one done. 


ie, Stockwell: But I would like to include it in that 
agraph before we go into the explanation. 

The Chair: Let’s deal with the sentence and then deal 
h that. “The committee heard from groups that care 
st be taken...” 


Mr Phillips: It was, “However, some groups suggest 


Re 
veee 








Mr B. Ward: Yesterday, we as a committee gave di- 
ions to staff that when we rewrite this, they be more 
cific as to which group said what or which groups of 
anizations said what. I think this is another example, 
not all groups said this. Some did. 

Ms Anderson: You say if three groups have said it, I 
pick one, then? 

Mr B. Ward: Use your judgement. 

The Chair: You could put in a bracket, the way I 
k the other was, OSSTF or whatever. 

Mr B. Ward: I do not think that is really necessary. I 
k we clarified that yesterday and gave direction. I was 
using this as another example for the need for that 
ction to be followed as we do our final draft. 

The Chair: Shall we deal with Mr Stockwell’s com- 
its now? 

Mr Stockwell: As I said, I do not think we should 
e the impression that there is a debate out there with 
sides lining up. There is one side, which is the Minister 
ducation, and the other side is everybody else. 

Mr B. Ward: Not everybody. 


Mr Stockwell: Well, everyone who came before this 
|mittee. 

Mr Sutherland: Not on this specific issue. The “60% 
yhat?” I believe came up when either Mrs Sullivan or 
Phillips asked a question of some of the representa- 
3: “Sixty per cent of what?” It is the same reference to 





























the discrepancy Mr Phillips and Mrs Sullivan seem to have 
with the minister over whether, when the commitment was 
made in the campaign, it included pensions or not, capital 
and pensions. The “60% of what?” is not directly related to 
that, so it is not coming up in the same context of the 
disagreement they seem to be having with the minister. It 
is not every group against that. 


The Chair: If I remember the response Mrs Boyd 
gave to Drummond White’s question, it was that in fact it 
was very much her concern that the funding increases re- 
flect a corresponding decrease in the burden on property 
taxes. 

Mrs Sullivan: Did she say that? 


The Chair: Yes, she said that. The gist of that conver- 
Sation was that the province may give a great deal more 
money to education, the mill rate may go down in educa- 
tion, but it may be swallowed up with an increase in mill 
rate from municipal taxes so that the municipal taxpayer 
has a net zero improved position, and did not want to see it 
swallowed up. That, if I remember correctly, is the gist of 
that. 


Mr Phillips: The minister said some things that are 
going to get you guys in a lot of trouble, but that is your 
problem. She said the 60% funding included pensions and 
capital, while the teachers the next day said, “You'd better 
clarify that or you’ve lost your credibility with us.” The 
minister said there would be ceilings put on spending, and 
you saw the response of school boards. I do not remember 
the minister saying there must be a proportional decline in 
property tax. If she did, that also would be very interesting 
to the teachers of the province, because that will not be 
their interpretation of the election commitments. 

I tend to agree with Mr Stockwell, actually. I do not 
think there was any confusion at all among the trustee 
groups or teacher groups about what is in and out of the 
60%, because this is their rallying cry. 


Mr Sutherland: | think the question is 60% of not 
what is included, but coming to a definition of what 100% 
is, even if you have certain elements in there. 


Mr Stockwell: I think the point we are trying to make 
is that there is no discussion here, that there is not dis- 
agreement. There is a disagreement. What I am trying to 
point out to you is that we are giving the impression that 
there is a disagreement out there and there are so many 
people on this side and so many on that side. All I want to 
do is clarify that the ones who made deputations to us were 
very clear. They knew exactly what they were talking 
about. They were talking about 60% of operating, and the 
Minister of Education was disagreeing with everybody 
else. Rather than leaving it in there that there is some 
disagreement out there, there is not. There is the Minister 
of Education’s version and everybody else’s. 

Mr Sutherland: But that in itself, until you agree 
upon a 100% figure, whether you include those things or 
not— 

Mr Stockwell: Everyone is agreed on the 100% ex- 
cept the Minister of Education. 
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Mr Christopherson: But this language does not ne- 
gate anything you are saying, it does not negate anything 
we are comfortable with. As a committee report on the 
issue, we agree with the researchers that this clearly re- 
flects what is going on. Our suggestion would be that if 
you disagree with that to the point where there should be a 
delineation between who is disagreeing, then I think that 
could be done under observations, either the committee’s 
or your own. But we are quite comfortable with this, and I 
think this is fair language. 

Mr Stockwell: Could we not include, “A part of the 
argument lies in deciding ‘60% of what?’ The Minister of 
Education’s interpretation is...” and then “pensions and 
capital included, and everyone else’s is...” 


Mr Christopherson: No. 
Mr Stockwell: No? 


Mr Christopherson: I am just saying we are not 
comfortable with that. If you wish to go with that language 
in any dissenting position that is obviously your right, but 
we are not comfortable with it. 

Mr Stockwell: You are suggesting that that in fact 
was not the case, or you just do not like the language? 

Mr Christopherson: I said we are more comfortable 
with what is right here in front of us in draft form and are 
supportive of this. 


Mr Stockwell: I understand that. I am asking you 
about what I suggested. Are you telling me that that in fact 
did not happen, that those were not the deputations we 
heard? I am very clear that that is what they told us, and I 
am trying to write a report that reflects— 


Mr B. Ward: On a point of order, Mr Chairman: All 
discussion is supposed to go through the Chair, and it is 
obvious that we have a cross debate here. 

Mr Stockwell: I am speaking through the Chair, Mr. 
Chairman. 


Mr Christopherson: Clearly, the answer is that we 
are very comfortable with the language that is here. 
1050 

The Chair: Could I just clarify what exactly Mrs 
Boyd said? It is right here. It says: 

“Let me be very frank. You cannot, and that is why we 
are saying that under this particular funding system we 
cannot have the assurance that if we increase our funding 
that will necessarily mean that local boards drop their mill 
rate, nor can we be sure that if local boards were to drop 
their mill rate for the education portion of the taxes that the 
municipalities would not step in and take up the slack. 
That has happened in the past. This is a real issue around 
surety and certainty, around being sure that whatever 
moves we make will translate into property tax savings for 
home owners. Frankly, under the current system, the way 
it is, there is no way for the provincial Ministry of Educa- 
tion to ensure that this is going to happen. We can try to 
exert lots of public pressure and lots of moral suasion on 
local school boards around the way in which they raise 
taxes and hope that that rolls over into the municipal area, 
but quite frankly our experience in the past has been, and 
there was one particular point in time that a lot of school 


boards amalgamated....”” So her comment there, I do 
know how you want to use that but that is exactly what 
said. 


Mr Christopherson: Thank you. 

The Chair: Are there any other comments on page 
Mr Stockwell: I do not get agreement on that, then 
The Chair: I have not heard agreement. 

Mrs Sullivan: Do you have that Hansard? 


The Chair: That is just a rough draft; it is not a ec 
plete copy. Any other comments on page 9? Seeing nc 
page 10. Are we happy with page 10? 

Mr Phillips: I think one of the key observations 
many groups was a worry that the tax commission wo 
be two or three years in reporting, and they were c 
cerned at it being seen as something that delays some 
the reforms they wanted. Certainly I found that with 
educational community, saying they would not find it v 
comforting if that were used as a vehicle for holding ba 
So I would think one of the observations should be t 
somewhere, particularly under education, that in the me 
time property tax needs relief. That is the idea I am try 
to get at. Virtually all of the groups said, “We cannot vy 
for the Fair Tax Commission, or whatever it is going to 
called, to report before we see some relief on our fund 
requirements.” 

I would think that a paragraph on page 10, before 
get to “Committee’s observations and recommendation 
should be that while the Fair Tax Commission is seen a 
useful vehicle for attacking the long-term problem in 
next two to three years, the property taxpayer still ne 
relief from the educational burden. That was what I got: 
of them. 


The Chair: I do not know how much of that rea 
was a Clear position presented or whether it is more of 
observation from a partisan point of view. There was an 
of people who came forward, some of whom felt t 
many aspects of the Fair Tax Commission were legitim 
in terms of the time that will be taken to look at thin 
Others felt that because of its priority, it should be set as 
and some things addressed immediately, but to suggest t 
it was a clear position that property tax specifically v 
something that should be addressed immediately in ter 
of relief, personally I do not recall that. 


Mr Phillips: Maybe we are going to have to 
through all the briefs because that was clear signal I 
from them, saying, “Listen, don’t use the Fair Tax Co 
mission as a delaying tactic for us.” 


The Chair: Yes, but there were also clearly positic 
taken by a number of groups that said they recognized | 
complexity of things. AMO came forward and said that 
terms of property tax and municipal cost-sharing, it ¥ 
interested in the relationship as much as anything else a 
put a figure merely of, I believe, an inflation rate to ti 
them over. They called it a transition. We are in a transit 
time. 


Mr Phillips: I am on “Education: Elementary 4 
Secondary.” I am thinking back to the school boards 4 
the teachers’ groups, and my clear recollection was, fr 
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2ir comments, “Be careful of delay on this important 
tter,” using the Fair Tax Commission as something that 
] delay it. 


The Chair: Have you any specific recommendations 
wording and then we can debate that and decide 
ether it goes in or not? 


' Mr Phillips: I do not want to word-split the thing, but 
froad form is, at the bottom of that second paragraph, 
1 the meantime there was general consensus from the 
ups that while the Fair Tax Commission’s work goes 
, the property tax will still need relief over the next 24 
onths.” 

Mr Christopherson: I do not know that there was 
neral consensus. I am trying to be fair. I am just sensing 
ittle bit of partisanship in terms of suggesting that it is 
jing to be used as a delaying tactic. That is not our posi- 
n at all. Obviously it is a question of things will move as 
ickly as they can, but some of the complexities involve 
ne. Then, to go further, the Treasurer has said if there are 
yommendations that the commission is comfortable with 
“king more quickly, before its final report, by all means, 
would encourage that. 

,; 1am just not as comfortable that what you are suggest- 
;, is entirely non-partisan and merely reflective of what 































thing the researchers wanted to bring forward, espe- 
ly if it identified a particular group that wanted that, but 
ink, starting to get into general consensus and over- 
cerns about deliberate delaying, or delaying, I think 
it is a little problematic for us. 

Mr Phillips: What I am saying is that the groups said 
y cannot wait for the Fair Tax Commission’s report 
}ore they have relief. 

‘The Chair: Can we leave it, then, that if the research- 
'can find a specific group that said that, it would be 
luded at this point and attributed to it as its comment, 


/Mrs Sullivan: You might find it in the Ontario Public 
100] Boards’ Association presentation and in the AMO 
». It seems to me it was raised by both of those groups. 
|The Chair: Then if we can find that, is there a con- 
us that if the comments can be attributed to a specific 
up, it can be included? 

‘Mr Christopherson: No. What I suggested was that 
be prepared to look at anything the researchers would 
‘to bring back and we would ask that if that is being 
lie, having it attributed would help. We are not agreeing 
nything ahead of time until we have something in front 
Is. 


The Chair: Can we move along, then, and come back 
rat? 


Mr Christopherson: Yes, during the draft. 


Mr Elston: Just an observation: I used to do a fair bit 
his work. I have not done very much committee work 
gently, as you might have expected. When Mr 
istopherson indicated that when there was sort of a 
ative implication from some testimony from some of 


n 
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the groups, at least felt to have been expressed by Mr 
Phillips, that to have it included in this report somehow 
made it a partisan-type of an application, that is not the 
way this place used to work. 

If there is bad stuff to be said in a report, it should be 
said, because it really then encapsulates what people have 
come forward in public to say. Just because we asked to 
have some material placed in the report does not make it 
partisan, but it does make it complete. I am not here to 
help sanitize the report or anything, if that is what you are 
suggesting. I do not know that you were, but it is a bit of a 
dangerous type of a statement. Just because somebody said 
negative things, and you have to go through negative 
things in government, you cannot remove them all from 
the report. I just wanted to remind people— 


Mr Christopherson: No, that is fine. I would be pre- 
pared to stand by exactly what was said in the Hansard, 
but if my memory serves me right, part of the language 
used was that there was a general consensus and then in- 
corporated in that thought was that they did not want the 
tax commission to be used as a delaying tactic. I think 
what I was trying to say was, without identifying a specific 
group and exactly what it said, my concern was with gen- 
eralized comments like a general consensus and then 
pointing to possibly using the commission as a delaying 
tactic or as a delay. I had some problem with that just 
going in as language we would draft. I think I did say that 
if something comes back and shows who it was attributed 
to, then by all means, let us take a look at it. 

I would also point out that there have been other 
clauses, I think, already in the report that we have ap- 
proved and supported that are less than supportive of posi- 
tions we have taken or will take. I appreciate your 
concerns and I think we are being consistent with the ob- 
jective desires of the committee. 


1100 


The Chair: Can we leave it at that then. that we will 
see the researchers bring it back? Next is “Colleges and 
Universities.” 


Mr Sutherland: There seemed to be a lack of refer- 
ence to OSAP and I thought there were some mentions of 
OSAP and maybe some changes to that by some of the 
presentations. I was just wondering if we could have some 
reference to that added. 


Mr Christopherson: That is actually page 11. 


Mrs Sullivan: I concur with that. I am concerned 
about the use of the 10% figure in the bottom paragraph of 
the colleges section. In the Trump written brief and in 
questioning, what they said was that they need a 12% 
funding increase to finance the enrolment increase. They 
have used 10% to say that only a 10% increase could 
accommodate an enrolment carryover from the previous 
year. They are anticipating that enrolment will be added to 
by another 3% and they are asking for the additional 3%. 

What they say is, “After a careful review of the present 
Situation, it is our considered judgement that only a 12% 
funding increase will permit us to adequately finance the 
enrolment increase (3%) within the system and to handle a 
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modest growth projected for fall 1991 first-year registra- 
tions and also handle employment and pay equity initiatives.” 

I think the wording should change to indicate the 12%. 
This is technically correct; in other words, they are saying 
they cannot accept a 3% increase that they know is coming, 
but they are saying to accommodate that increase they 
need 12%. 


The Chair: Do we have any problems with that? Can 
we accept that? 

Mr Christopherson: Was it just the percentage 
change then? Is that the only change? 


The Chair: I think you wanted a rewording of the 
whole next sentence. 


Mrs Sullivan: Yes, I would reword the last sentence. 


Mr Christopherson: Could we have a look at pro- 
posed wording from the researchers? 


The Chair: Could you read what you are suggesting? 
That comes straight from Chris Trump. 


Mrs Sullivan: I am not suggesting the words, but you 
could say, “The committee heard that” 


The Chair: Could we add whom we heard that from? 


Mrs Sullivan: Yes, “from the Association of Colleges 
of Applied Arts and Technology that a 12% funding in- 
crease will be required to adequately finance enrolment 
increase within the system,” and you could go directly to 
the text on that point, but rather than use the 10% figure, 
which is not what they were arguing for, they were arguing 
for a 12% increase. 


Mr Christopherson: If it is attributed and the 12% is 
the figure that they use in the report, we do not have a 
problem with it. 


The Chair: That was page 11. Are we happy with 
page 10, the bottom part of page 10 on “Colleges and 
Universities”? Now, are we happy with page 11? 


Mr Christopherson: Yes. It is just that again, with the 
referencing in the second paragraph, we would like to see 
if we could reference to the student groups and OCUFA in 
that paragraph, specifically where they are in agreement. 
Correct? 


The Chair: Yes. Their numbers were pretty close to 
being the same. 


Mr Christopherson: We would just like to see that in 
there. 


The Chair: Okay. “Business and Labour,” bottom of 
page 11. Page 12? 

Mr B. Ward: I think if you look at the second para- 
graph on page 12, I am not quite sure and I doubt if any- 
one else in this committee is quite sure which groups made 
these observations or statements in their delegations to this 
committee, so I think that should be as an example, with 
the research staff identifying which groups of the business 
sector made these comments or suggestions. 

I can recall asking the auto parts manufacturers 
whether they would be willing to work in co-operation 
with labour in developing a sectoral agreement on skills 
development. I think that perhaps could be mentioned, if 
not in that second paragraph then in the last paragraph, 





which more or less addresses the need for skills trainin 
our province. I think the reseacher will take note of tha 
is a fair observation. 


Mr Christopherson: Perhaps we can finish the 
cussion on what is already here and then I have a coupl 
paragraphs to suggest for inclusion. 


The Chair: I do not know how we want to deal y 
this, but Mr Elston did raise the point that this woule 
read as, “Ontario in the past has been an attractive lc 
tion.” Is that okay the way it sits from the point of viev 
the kind of message we want to send if somebody in } 
York reads it? 


Mr B. Ward: Perhaps that comment or observat 
was made by a group, but we should be identifying wh 
group because if you look at that paragraph in particu 
“in the past,” and then it refers almost that under the Lib 
government in fact our competitiveness has been ero 
because of whatever reason. I do not entirely agree y 
that and I do not think the Liberals would either. 

I think we should be looking at who made these st. 
ments. I think it was our job to sit and listen and then m 
recommendations based on what we heard. Whether 
agree unanimously or not is another story. But as long 
the research and the development of this section can id 
tify which sectors of business or labour made the st: 
ments, that would make it a lot easier for anyone whe 
trying to read this report and follow the recommendati 
that will come forth. 


The Chair: I think Mr Sterling would be very int 
ested in the comment, “Recent tax changes in Ontario < 
neighbouring jurisdictions have reduced Ontario’s ady 
tages.” I would think he would want to see that, see 
numbers on that to see if that is an accurate statement to 
made. I am just throwing that out as something to co 
ment on. 


Mrs Sullivan: | think there is a perception in the bt 
ness community that came before the committee that 
changes are the significant factor in competitive compé 
sons. The sense of discussions as they were going throu 
was that in fact there are other measures that have to 
included in those comparisons, including things like c 
of fringe benefits and so on and health care costs. 

I concur; I do not like the wording in this area. I wot 
take out the words “in the past” just to start out in ft 
paragraph, but there certainly is a question about the 1 
advantages in Ontario now when taken alone without sot 
of the other aspects included. What the writers may w 
to do is to say that presenters have noticed that tax chang 
which have occurred—first of all, put it in other jurisd 
tions in addition to Ontario; that changes the emphasis 
may have reduced Ontario’s advantages. But I think 
isolate the tax increases alone, but also talk about fringe. 
you leave tax changes in Ontario then that is not qu 
what we should be looking at, or maybe somehow t 
committee ought to be including that there are other thin 
as well to talk about on Ontario’s competitive position. 

Some presenters, including the auto parts sector, in 
cated it was not only the tax and the fringe, it was ¢ 
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oductivity that was reducing our competitive nature. I do 
it like limiting it just to tax changes or to taxation. 


10 


The Chair: If I remember correctly, they also com- 
nted, though, that there were positive advantages. When 
t Phillips talked about the cost of the medical plans in 
2 United States as compared to Ontario— 


Mrs Sullivan: That is exactly the point Iam making. 


The Chair: —there was a huge advantage for southern 
ntario as opposed to the neighbouring state. With the 
meurrence of the committee and Mrs Sullivan, is that 
mething else that maybe we should include there? 


| Mrs Sullivan: That is the precise point I am making. 
\¢ tax changes I do not think were accepted in our ques- 
ming as the only thing that reduced competitive advan- 
es. Just take out the sentence maybe. 


| Mr Elston: If I could interrupt for a second, why 
uld you just not reconstruct this to indicate that 
atario’s continuing competitive position in the North 
erican economy will be dependent upon taxation mea- 
res, competition from other jurisdictions in North Amer- 
\ both from a social and wage point of view, and the 
ntinuing need for provision of skilled labour? Why can 
‘not make that paragraph say that? That would wrap up 
erybody’s concerns about taxes, jobs and competition 
m other jurisdictions. 


| 
Mrs Sullivan: Yes, that is good. 


| Mr Elston: That does not say we have lost anything, 
Joes not say we have gained anything, but that those are 
y-item suggestions. 


Mr Stockwell: I certainly do not want to send any 
‘ssages to people in New York who would apparently 
ve concerns about some wording that we are using, but I 
nk we have to be careful not to create a marketing puff 
tce here. Yes, there are very good points to what Mr 
ston has said, but what did the people say when they 
me in? They said that Ontario in the past has been an 
ractive location; we are losing our competitive edge due 
a series of things, but number one on the hit parade was 
ies. Practically all of them talked about it and the cost. 
Tagree with what the committee is suggesting, but I 
ak we have to be careful we are not putting together a 
keting puff piece here. The facts are I think written 
ite well: “Ontario in the past has been an attractive loca- 
1 in which business can invest due to factors such as its 
cated” etc, “but recent tax changes in Ontario and 
ighbouring jurisdictions reduced Ontario’s advantages.” 
hink that is very clear. That is what they said. 

Although in our conclusions we can draw some other 
ints into the debate that maybe were not brought for- 
id, these are the things that people brought to this com- 
jtee. I think we should be sure that we outline those. 
herwise, why do we not just go away and write a nice 
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Mr B. Ward: Let me make a suggestion to speed 
jigs along because I do not think we are going to be able 
feach consensus as a committee on how this paragraph 
juld look. I would suggest that in particular that sentence 


dealing with the auto sector, which really talks about skills, 
should be included in the bottom paragraph rather than in 
the section about taxation. If they could rewrite that para- 
graph, taking into consideration the comments that were 
made, I think we will not have any concerns as a commit- 
tee, provided that the research in the draft of the paragraph 
includes which group said what, so that it is not really a 
committee statement but it is what we have heard, and 
relates what we have heard to the groups that made these 
comments. I think if they do that it could address 
everyone’s concerns in such a manner that we could reach 
a consensus on how this particular section should read in 
our final report. 


Mr Elston: Not to deal with what Mr Ward has just 
indicated, I want to join issue with Mr Stockwell. If Mr 
Stockwell wishes to leave this thing about Ontario in the 
past having been an attractive location, I think it ought to 
be clear that it is still an attractive location even today. 
There may be some erosion of competitive advantage, and 
if that is the case, I think we ought to include a couple of 
clauses in this particular paragraph which underline or un- 
derscore the federal government’s determination to erode 
the auto pact and the negotiations through free trade, 
which have placed us in a very, very bad position in the 
North American economy. 

If he prefers to leave this at the basis of taxation, that 
would likewise be writing a bit of a fluff piece and in fact 
be perhaps some kind of a daisy in his hairpiece, but it 
would not be a particularly good piece of information to 
lead the people of Ontario to believe we did not under- 
stand the consequences of that particular assault on On- 
tario and Canadian integrity. 


Mr Stockwell: I do not want to get into a long debate. 
Mrs Sullivan: But I will. 


Mr Stockwell: But I will. If someone had come in and 
said that, then I think that should be in the text. If we are 
discussing that and that is the issue and those issues were 
brought forward by one or two or three people, then it 
should be there. I am not here to pick and choose what I 
want to put in here. Frankly, I did not hear it, but if in fact 
you can find somewhere where somebody said exactly 
what Mr Elston has just told us, then fine, include it. 

All I am saying is, people said this, groups said this. 
They came forward and mentioned these things. If you 
want to dig through and try to find exactly what Mr Elston 
said, be my guest, but do not put it in there just because 
you feel threatened by what people have said. As you said, 
we are not here to change the facts. We are not here to not 
put things in that are not acceptable by our standards. We 
are here to report on what the deputants put to us. If you 
find something that people said, then throw it in, but I 
know for a fact that people said this paragraph. 


The Chair: I would like to say that yes, we are here to 
report on what the deputations said to us, but I think we 
are also here, as we have already done this morning, to 
include, where possible, information that perhaps was not 
given to us here. That is what we have done with Statistics 
Canada. 
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Mr Stockwell: Is that not under “observations and 
recommendations”? 

Mr B. Ward: Mr Chairman, again just to speed things 
along, I think we concur with all the comments that have 
been made. We do not want to fabricate any of the infor- 
mation that we receive, but as long as we identify which 
groups made the statements, the comments that would be 
included in this report on this specific issue of taxation, I 
do not think we would have any concerns. 

The problem with the wording is that we really do not 
know who said it. If you read it in its present context, it 
appears the committee is making the statements and that is 
something we want to avoid, because we want to include 
what groups have told us. If the research can take us back 
and identify which groups made the statements and in- 
clude as much as possible on the issue of taxation, because 
it is a very important component of our province, if those 
circumstances are taken into account, everyone on the 
committee can agree with what the research comes back 
with and then we can move on. 


The Chair: Okay, so here are the instructions that I 
understand from the committee, to take out that section on 
the auto sector, put it in the last paragraph, find the specific 
groups who made those comments and include it in that 
paragraph; or failing to find those groups who specifically 
said that, to reword this paragraph to reflect what Mrs 
Sullivan, Mr Elston and you have said with respect to the 
continuing state of the Ontario competitiveness. 


Mr Phillips: I am just going by memory on what I 
heard about the challenges economically, this is pure mem- 
ory, but number one was the high Canadian dollar; number 
two was the high interest rates; number three, to me, was 
just a more general environmental concern about debt or 
deficits. Taxes, I honest to gosh cannot remember. I hon- 
estly do not remember. I am trying to cast my mind to that 
even being in the top four or five. Can anybody? I cannot 
remember. 


Mr Hansen: | think it was the health tax. That was the 
only one I heard as a tax. It came out because I think it was 
the parts manufacturers had come to the point where they 
would like to put a ceiling on a wage of $30,000 because 
in the auto industry—I think I asked the question—their 
concern was that there is a lot of overtime when they are 
rolling, so that increased their cost when they are very 
busy. If people make over $30,000, they are still paying a 
health tax. They felt it should be capped at $30,000. 
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Mrs Sullivan: I think the concerns that were raised 
included a number of areas. They included tax harmoniza- 
tion on the GST, a tax issue but not taxes. They included, 
particularly in the auto sector, low-wage-rate states. The 
corporate income tax was raised as a concern but as only 
one. The regulatory environment was raised on several 
occasions. Pay equity and occupational health and safety 
were raised by several people. Then the needs that were 
raised included research and development, skilled workers 
and so on. It seemed to me that taxes were not the overrid- 
ing issue that was raised as people brought forward con- 
cerns about keeping Ontario in a competitive environment. 


There was considerable discussion, for instance, ak 
the cost of health care with some of the business group: 
a comparative factor against their American counterpar 
vividly recall, partly because of being involved in some 
the questions, the discussions relating to the cost h 
being about 2% or less than 2% and the American ¢ 
being well over 8%. Those are factual things that I th 
the research people can find. 


The Chair: Let me have this correct. You would] 
to see that reflected in this paragraph? 


Mrs Sullivan: Yes. I would like to see a more encc 
passing list of pressures. There is clear concern about 
continuing competitiveness of the Ontario economy 
would like to see a more delineated list of those, and. 
just emphasis on the corporate income tax. 


Mr B. Ward: Identify which groups made the ste 
ments wherever possible. 


The Chair: Can we leave that with the research 
now? Is there any clarification? Can we move along fr 
this page or is there more? 


Mr Christopherson: Once we have finished w 
what was here, we have two paragraphs we would like 
suggest for inclusion. I will read it for the record, anc 
there is no problem then the researchers can incorporate 
If not, then I will maybe just give it to the researchers 
any event and have it included for proposal that way. I y 
read it, Mr Chair. It is brief. It would constitute paragray 
2 and 3 on page 12, so it would push everything down 
that many. 

First: “The Ontario Federation of Labour, OFL, | 
given the committee an indication of the structural dime 
sion of the recession. The recession which is curren 
under way in Ontario has a much more significant structu 
component than did the previous recession of 1981-! 
The layoff indicator points to a much higher proportion 
job losses attributable to permanent and complete pl: 
closures. The OFL believes that addressing the restructuri 
problem in this province will require the establishment 
active labour market adjustment programs.” 

Second: “In the longer term, the OFL has impress 
upon the committee the need for the government to dire 
its attention to reducing the vulnerability of the Onta 
economy to the recession. The increased reliance on cre 
by both families and businesses often leads to a significa 
slowdown as an erosion of confidence is followed by t 
reduction of debt. In addition, the Swedish model of reser 
funds is suggested by the OFL as an important count 
cyclical device, as it allows companies to set aside fun 
for an approved countercyclical purpose without incurti 
a tax liability.” 


Mr Stockwell: Do you agree with that? 


Mr Christopherson: You will know when we ta 
about our positions and recommendations. All we a 
doing is suggesting that this reflects what they said, at 
we would like to see it incorporated in the body. 

Mr Stockwell: A reserve account with no tax liability’ 


Mr Elston: Rather than debating America, which y« 
can do later if you wish, it would be unusual, would it n¢ 
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ir us to excerpt the position of a particular presenter and 
clude it in the body of the report, which is really what 
yu have done with those two paragraphs, without doing 
jual time to other presenters? 

Mr Christopherson: No. By way of background and 
sing totally frank, what we saw in the last paragraph of 
is section, which appears on page 13, talked about the 
FL, the Canadian Federation of Labour, and its proposal 
rather clear detail. We did not want to leave the impres- 
on that it was the only position brought forward by lab- 
it, since we all paid careful attention to Mr Wilson’s 
esentation. In fact, there was a rather lively debate as I 
call on the first day, and this is our suggestion as to how 
¢ OFL’s comments be reflected in the report. That is 
jat it is meant to be, and we are certainly open to com- 
ents on that. 


Mrs Sullivan: Mr Chairman, I just counted up, and I 
ve forgotten the total, but it seemed to me that there 
sre 79 or 80 groups and organizations that have sent 
aterials in to us. In many cases, the OFL conclusions 
y in concurrence with those that were presented by 
ler economic groups and so on and by business in terms 
ee need for changes in approaches for skills manage- 
ent. There was nothing that was out of the ordinary in 
Bs of the rest of this document, and to devote two entire 
ragraphs of the document to the views of one organiza- 
n and individual who came before us, it seems to me, is 
of the question. 


Mr Jamison: The heading of this section is “Business 
d Labour,” and I think we have a fairly good cross-sec- 
n. The OFL is the representative of the vast majority of 
oe workers in this province. 


Mrs Sullivan: Which is 20% of the workforce. 


Mr Jamison: If we are going to pay credence to the 
L, which some people would confuse in an abbreviated 
m as being another organization, I would suggest that 
Main organization be considered in the point of view, 
cally under the heading that we are using here, 
usiness and Labour.” I think it is very unfortunate not to 
ve the Ontario Federation of Labour’s point of view 
ineated within this section, and I see no problem with 
t whatsoever. 


Mr Christopherson: I think Mr Jamison has very 
arly outlined exactly the way we feel about it. It is a 
siness and labour section. All through this, there are 
siness and bankers and economists. This is the one area 
ere labour has an opportunity, and so far there is only 
» paragraph, a good paragraph that should be there, that 
ks about the proposal of the CFL. All we were suggest- 
is that the OFL presents the other half, if you will, or 
other part of the labour perspective, and this is the one 
ce where it has a chance to appear. So in total you have 
ee paragraphs dedicated to labour’s position, and I do 
think that is an unreasonable position for this committee 
ake vis-a-vis the entire report. 


Mr Phillips: Later on we will look at the wording, 
jause I suspect we are going to have more areas where 
|may not be able to reach total agreement before we are 
shed with this. 

































The Chair: Okay. I thought we would go in at page 
13. Are we satisfied with the section on “Business and 
Labour” with the instructions to the researchers to write 
back and come back with it? Can we move along now to 
“Agriculture.” 

Mr Christopherson: Just a second. There may be 
something on that page to revisit; we can do it on a revi- 
sion, though. That is fine. 


The Chair: Is there any problem with “Agriculture”? 

Mr Sutherland: Yes. Specifically in the last para- 
graph on that page where it says, “high interest rates, debt 
burdens, volatile commodity prices,” I would like to 
change the word “volatile” to “low.” I think they have 
stagnated for quite a while rather than fluctuated. 


The Chair: Is there any problem with changing it to 
“low”’? Fine. 
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Mr Christopherson: Also, the clause second from the 
bottom, the clause that begins, after comma, “the system 
of supply management which has an impact on the ability 
of the industry to meet changing consumer demand.” 
Again, it is not attributed and would appear to be a posi- 
tion of this committee, and we are not entirely comfortable 
with that and would like either it to be attributed or have it 
withdrawn. 

Mr Elston: But it is true, is it not? 

Mr Sutherland: It is what? 


Mr Elston: I am saying maybe it is true. Supply man- 
agement, I mean, that is what it is designed to do, to deal 
with consumer demand for product. I do not understand 
what is so sensitive about it. I] am not exactly sure. 


Mr Sutherland: The implication there implies that 
there is no adaptability within the supply management system 
and I think there is some adaptability of the commodity 
groups and the producers who are involved with supply man- 
agement to make adaptation to differing consumer demands. 

Mr Stockwell: No, it is not saying that at all. What it 
is Suggesting is that supply management has an impact on 
the ability for change. I do not think anyone would argue 
that. Even you would agree that supply management has 
an impact on the ability for change. 

Mr Sutherland: Even though the word “strong” is not 
there, the implication is that you are saying it has a strong 
impact. 

Mr Stockwell: No, it does not say “strong;” it says 
“Impact.” 

Mr Sutherland: I realize that, but I think it is auto- 
matically implied when you are using the word “impact” 
here that it would be a strong impact and I tend to disagree 
on that. 

Mr Elston: Perhaps, Mr Chairman, if we could just 
kind of give it a clearer, more positive context, would that 
assist Mr Sutherland and everybody else? 

Mr Sutherland: If that can be done, yes. 

Mr Elston: Supply management is designed in fact to 
work towards what the needs of the consuming public are 
supposed to be and it is supposed to be mobile enough to 
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meet changing requests and things. If it does not quite say 
that or if it does not mean that, perhaps it can be made a 
little more clear. 


Mr Sutherland: If it can be clarified, anyway, to re- 
flect that, that would be super. 


The Chair: If I read this correctly, the problem is not 
in the comment so much as in the context in which it is 
located. 


Mr Sutherland: Yes. 


The Chair: There seem to be negatives all around it, 
which would imply negativeness to that. If I read you cor- 
rectly, you see supply management as a positive and would 
like to see it somewhere else in a positive context. Is that 
correct? 


Mr Sutherland: Yes, that would certainly help the sit- 
uation. If we can get some clarification back at some point 
from the research staff on that, that would be great. 


The Chair: Is that okay? 

Ms Anderson: I am sorry, I am not quite clear. 

The Chair: We want to put a positive spin to it. 

Ms Anderson: You want to move it somewhere else? 
The Chair: Yes. 


Mr Rampersad: It is to be moved or do we change 
the wording? 


The Chair: Change the wording or move it. 


Mr Elston: The whole paragraph, if I understand Mr 
Sutherland’s problem, the whole context of that paragraph 
is, “The farm sector is in difficulty for a variety of rea- 
sons,” including the supply management issue, which is 
why it reads that way to Kimble and I do not disagree with 
his assumption that we should not be perhaps quite so 
negative in this report. 


Mr B. Ward: Mr Chairman, I concur with Mr Elston 
in the sense that if you read the whole paragraph, all those 
components—in fact, in the last sentence there is, all these 
components “have hindered the ability of the industry to 
adjust to increasingly difficult economic circumstances.” I 
really do not think supply management should be reflected 
in that matter, and should in fact be pulled out of there and 
perhaps slotted in somewhere else or clarified so that there 
is understanding from the Ontario Federation of Agricul- 
ture. It is my understanding that it is in favour of the 
supply management concept and that the report should re- 
flect that support as far as the OFA is concerned. 


The Chair: Okay. Page 14. Are there any comments 
on page 14? 

Mr Sutherland: Yes. Actually midway down, again 
dealing with the issue of supply management, it indicates, 
“The sectors of the industry under the supply management 
system are likely to experience the greatest difficulty.” I 
am not sure—if my memory is correct, and we only, I 
believe, had the OFA in from that area—whether it had 
indicated that or not. I was just wondering if we could find 
out. If they indicated that, fair enough. Otherwise, I think it 
is another statement that we should be conscious about, 
because my understanding is that when you look in com- 


parison, supply management areas are better off than th 
areas that are not under supply management. 


Mr B. Ward: A question, Mr Chairman. I cannot 
call the entire brief of the OFA, but did it not touch 
subsidies by foreign governments to its sectors as part 
the reason? I cannot recall if that was included or not. I 
fact it was included in the brief, that should be touched 
as well. 


Mr Jamison: The presenter also talked about how 
United States representatives were able to cloud their 
sidies a little better than we are able to through our sup 
management system and subsidies and so forth and | 
pressed that it was a concern. Their concern was clea 
revolving around GATT and the international sce 
Rather than those subsidies being looked at, the Uni 
States, for example, was finding ingenious ways of hav: 
subsidies come to their farmers. That really present: 
problem, even in the context of realizing what is and w 
is not a subsidy between the two. That in itself was a ma 
concern about the competitiveness between the two cot 
tries, and of course on top of that there was the GA 
situation, where you have two major agricultural pow 
pretty well doing economic battle with one another o 
that very issue. Those issues, I think, should be well 
fined, because over and above what we do as far as ¢ 
own management, they weigh very heavily on the fi 
outcome as to whether or not our agricultural sector rea 
becomes healthier than it is today. 


The Chair: If I read you, are you asking for 
expanded section here to take into consideration thc 
comments? 


Mr Elston: Why do you not just put a short wor 
You can put a paragraph on GATT and you could pu 
paragraph on free trade, if you want, but why not inclu 
the foreign subsidy problem under that paragraph that 
just removed, the supply management? 


Mr Jamison: This struggle going on concerni 
GATT between the United States and the European Co: 
munity is one that has direct spinoffs, again related to t 
free trade issue and agriculture and what kind of produ 
is coming in and really undervaluing or undercutting ¢ 
own farm-gate price. There is a relationship there to wh 
is happening, and I think if we are going to do justice 
this section, we should really describe that in a very und 
standable way. It is nice to make the statements, but I thi 
the OFA was very concerned about that particular issue | 
the long-term effects specifically on agriculture, and 
would just like it better defined. 
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The Chair: Are those instructions to the researche 
sufficient to go back and to broaden this area a little bit 
take into concern the GATT, the foreign subsidies andt 
subsidies war and all that sort of stuff that is going on? 


Mr Hansen: | think the other area we are talki 
about, the system of supply management, we cannot he 
in Canada crank down when we have already gone ahe 
and when we do have an overabundance, let’s say, int 
United States or other countries. They wind up shipping 
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ere a month or two earlier or a week or two earlier, and 
ais is what has caused the low commodity prices. When 
ur product does come on line, this is what has affected it. 
Ve are running the right system of supply management 
ere, but the foreign countries are actually interfering in 
ur supply management. Is that not what you are saying, 
Ar Elston? It is something that has to be shown. 


Mr Elston: It has to be at least delineated. It depends 
n how long you want the report to be, how far you want 
) explain subsidies. I will tell you, once you start dangling 
ttle bits and pieces about subsidies, you start having peo- 
le shoot little arrows at you, because you have not fully 
xplained that in Europe it is this way and in the United 
tates it is that way. It is better to highlight it as a diffi- 
ilty, unless you want to prepare a separate paper on it 
yme other time. Anne’s job of explaining the subsidy 
sue succinctly and clearly in one paragraph is going to be 
ifficult, because it cannot be done. 
















Mr Jamison: It is very important to show a connec- 
on, I think, between the various issues out there that we 
-e dealing with on an international basis and also their 
mmnection to other things that have happened, concerning 
ee trade for example. When you have a GATT situation 
id a GATT war going on in agriculture and then you have 
free trade agreement, you have a nightmarish kind of 
tuation there and I think that should be described. 


Mr Sutherland: Provided it is referenced in the re- 
ott. The issue of defining subsidies is really what needs to 
2 in there. Somehow that has got to be— 


Mr Elston: That is creating turmoil. 


Mr Sutherland: That is an issue. Yes, creating tur- 
oil, and defining it from different countries. 


The Chair: Okay. Page 14. 


Mrs Sullivan: I want to move to the last paragraph 
here I think there are some difficulties, on the bottom of 
ige 14 and the beginning of page 15. First of all, the farm 
edit policy ought not to be similar to the Ontario family 
tm interest rate reduction program, OFFIRR. In fact, 
hat they are looking for is something that is similar to 
iskatchewan and Alberta initiatives. As well, the recom- 
lendation was for additional initiatives with the federal 
ernment on the Farm Credit Corp. So that definitely 
ls to be changed; that is an inaccuracy. The other words 
at have to be changed there are “financial assistance,” 
cause the credit program is not necessarily a financial 
sistance; it can be planning, etc. 

_ Iam not certain that we had any indication, because the 
inister of Agriculture and Food was not here, that the 
)vernment might implement a stopgap program similar to 
FFIRR. That was certainly a recommendation of the On- 
\io Federation of Agriculture though, so I think that sen- 
fice should be changed. In the third sentence, at the same 
ine, what we should say is not “federal support” but “tri- 
ittite stabilization programs such as GRIP and NISA will 
jovide medium- and longer-term assistance.” 


Mr B. Ward: Are you suggesting that the first sen- 
jice on page 15 be removed? 




























Mrs Sullivan: We had no information before the com- 
mittee relating to that, and I would think that what should 
be included is that the Ontario Federation of Agriculture 
has recommended a program similar to OFFIRR for a one- 
year period and in fact they wanted particular targeting of 
that program. 


Mr B. Ward: Then you are suggesting that be modified 
as well? 


Mrs Sullivan: It has to be, yes. It is inaccurate the 
way it is here. 

Mr Rampersad: The Minister of Agriculture and 
Food made a statement. He was quoted in the Windsor 
Star a few days ago as saying that the government is likely 
to implement a short one-year program similar to 
OFFIRR. 

Mr B. Ward: But we never heard that. 


Mr Elston: I do not think it really matters. If he said 
that and was quoted in the Windsor paper, make a note of 
it and throw it in. 

The Chair: Just footnote it. 


Mr Elston: If he has already said it, are we going to 
quibble over that? 


Mrs Sullivan: Yes, but I think we have to underline 
that the recommendation was there for that kind of a pro- 
gram from the OFA. That was certainly a major part of 
their recommendations to us. 


Mr Elston: You can put, “and by newspaper reports, it 
appears the minister will recommend that,” or something. 


Mrs Sullivan: Yes, I think that would be fine. 


The Chair: Just footnote it. The thing is footnote, 
right? Footnote your sources. 


Mr Rampersad: If you want footnotes, we can give 
you about 100 pages. I can give you footnotes on every 
statement. 


The Chair: Are we comfortable with those two para- 
graphs now? Are we comfortable with the second para- 
graph on page 15? Are we happy? Can we move on to 
“Social Issues”? 


Mr Elston: I wonder, just before we do move, be- 
cause the food processing industry itself is critical to the 
other half of that—I mean you can provide a lot of support 
for the first part of our presentation, but without the second 
part you certainly erode the need for the farming community 
here. The processors move to the US and access product 
from there. I wonder if we maybe should not do something 
to underscore the negative effect that it has on a number of 
communities when these operations actually cease. 

Somehow my concern in my 10 years here has been 
that the trend has been to kind of shove agriculture off to 
one comer, isolate it and say, “Ain’t it too bad, but it really 
doesn’t affect us that much,” without understanding the 
effect that there is from a social point of view on whole 
communities, for instance, in Essex-Kent, and even in the 
peninsula, of course, Simcoe county. 

For me it needs to be fleshed out a wee bit that there is 
a significant community problem associated with the loss 
of this industry. It is not like you just are not producing 
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ketchup in Leamington any more. There is more to it. I 
wish that we could integrate agriculture back into the 
mainstream of consideration, if I could. We did some stuff 
and worked on it, but it is difficult because it is easy to 
push it off when people do not think about stuff— 


The Chair: Out of sight, out of mind. 


Mr Elston: —like that being part of a production fa- 
cility with real men and women working the lines. 


The Chair: Yes. One of the problems that we are 
actually facing here is that we did not have any food pro- 
cessors to give us a presentation. 


Mr Elston: Nobody came to talk to us. Can we then 
just make an observation that they were not represented? 


The Chair: That is what my suggestion was going to 
be: 


Mr Elston: Okay, that is fine. I am sorry. 


The Chair: But we should make a comment that we 
are sorry that we did not have this information available. 


Mr Elston: I do not want to attribute blame for any- 
body not appearing, but perhaps we should have expressed 
the wish that we had been able to more fully examine the 
implications of a downturn in food processing in Ontario. I 
just think it is too important to skip by. 


The Chair: I think there is probably general concur- 
rence on that. 


Mr Jamison: I think it is a major consideration. We 
may not have had any presenters on that, but I do not think 
there is anyone in this room who does not realize that the 
processing industry itself is in serious decline in Ontario. 
Restructuring again, all the issues that we talked and talked 
about prior to and the effect on rural communities and as 
far as employment is concerned, is dramatic. I would like 
to make specific reference to that part of the industry, 
being directly related to agriculture, and how it affects the 
ability of the farmer or the grower to really market his 
product. Maybe it will grow just as well, but if the processor 
is not there, it is kind of a fruitless effort. 


Mr Hansen: One thing is that it is lowering farm in- 
come even to farmers who are winding up—let’s say, 
growing peaches. There is not that canning crop left be- 
cause that was always extra money that they got depending 
on the price of peaches, or let’s say apples, or whatever the 
case may be. It has limited farm income quite a bit on the 
second-grade canning level, so it has been very costly in 
our area. 


Mr Elston: Perhaps, Mr Chairman, if we need some 
quotable quotes, I am prepared to become a witness and 
put in front of the committee a few lines if you want us to 
include quotable quotes. 


The Chair: Maybe the committee could handle it this 
way, we could put in this paragraph indicating that there is 
evidence that there is restructuring in the food processing 
and a great deal of concern in that this is one of the issues 
that we did not have enough representation on. 


Mr Elston: You might still refer it to the attention of 
the Treasurer. Maybe in one of our recommendations or 


observations we could do that. Maybe I am skipping ahe 
of myself, but at least as long as we note it so that we 
not look like we totally neglected that side of it. 


The Chair: We might be able to get a consensus ot 
recommendation in that area. 


Mr Christopherson: That is in line with what } 
Phillips mentioned before regarding public transit, whi 
there was very little mention of, pulp and paper, min 
environment and police. He suggested and we support 
the idea that we might find a means of incorporating t] 
into the report so that it was not left out, even though 1 
did not get a substantial amount of presentations on that 
think this is just akin with that and is an excellent idea tl 
does not distort our findings and our recommendations 
the Treasurer. 


The Chair: If I read you correctly then—you can cc 
rect me if I am wrong—what you are saying is that | 
should indicate to the Treasurer that we did not get depui 
tions in this area, but these are still important areas to’ 
considered. “Social Issues.” 


Mr Christopherson: Before we start on “Social | 
sues,” could I suggest that we look at breaking becau 
that is going to take a fair while, I suspect, and it is a fe 
minutes before the lunch hour. 


The Chair: I am putty in your hands, if it is the will 
the committee. 


Mr Christopherson: Let me push my luck then ai 
confirm that it is 2 o’clock that we are returning, N 
Chair? 

The Chair: Yes, it is. I would like to nail down t 
break time for this afternoon at this point as well. Wh 
would be the break time? From 2 to 4, or 3:45? 


Mr Christopherson: I think what we may want to « 
is leave it flexible only to the extent that we do have 
limitation. We have Thursday and it all has to be done t 
then. If we get bogged down this afternoon and lose ty 
hours, we may regret having set a time. I do not mir 
setting a target, but I would not want to set the adjourt 
ment time now. We may need it. We may want it th 
afternoon. It is either that or the possibility of starting wh 
knows when Thursday morning or staying till who knov 
when Wednesday night, which would probably louse u 
agendas much more than staying until 5 or so tonight, 
we had to. 


Mrs Sullivan: Will we have proposals from you 0 
your recommendations? Did you not say you were goin 
to bring some? 


Mr Christopherson: Yes, we have some. If we gi 
through the report and we are prepared to start to look ¢ 
some, yes, we are in that position. If you are in a positio 
to respond to some of them, then we can focus on thos 
We are going to caucus again. 


The Chair: I declare this meeting adjourned until 
o’clock. 


The committee recessed at 1154. 
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The committee resumed at 1407 in committee room 2. 
The Chair: I guess we are ready to begin the after- 
oon session. We are on page 15, looking at “Income Ade- 
uacy” under “Social Issues.” 
_ Mr Christopherson: I have a couple of points. This is 
aother area where we would ask the researchers if they 
suld contribute some of the comments, again for clarity’s 
ike. I will leave that as an overall request for this section 
id for the balance, quite frankly. 
_ I would also mention to our colleagues from the other 
vo parties that in line with Mr Phillips’s Suggestion of 
Jther Matters,” we would like to also suggest that we 
ave a Subheading under “Social Issues” of “Poverty” and 
iother one under “The Disabled Community.” Further—I 
) not think this will come under “Social Issues,” although 
may—another heading we would like to have considered 
“Native Issues,” in light of the submission received and 
e importance of it in today’s context. 

Those are our comments vis-a-vis “Social Issues,” the 
‘st part. 
Ms Anderson: May I ask how you would see the 
?overty” section differing from “Income Adequacy”? 
_ Mr Phillips: That is a good question. 
Mr Christopherson: Yes, it is a really good question. 
is an issue that sort of came up, and I think we now 
1ow which side was right in the internal discussion. I will 
y not to gloat. 
| Mr Elston: You should not have to try too hard. 


Mr Christopherson: Maybe a title change, and if 
ere are any other aspects of the submissions that could 
put in. Obviously, without being overly technical, we 
duld like to beef that up a little if we could. 

Mr Elston: More tactics? 


Mr Christopherson: What did you have for lunch, 
urray? Where have you been? You come back after 
ach and you are all wound up. You are very troublesome 
d mischief-making. 

_ The Chair: Murray went down and spent some time 
'th the people in the tents. 

_ Mr Phillips: The last sentence on page 15, “A whole 
ckage of welfare reforms, including” etc—I wonder if 
sre is not a better way of saying that. It seemed to me 
at there was a consistency in the groups that suggested 
> continuation of the implementation of the Social Assis- 
ace Review Committee report. Somebody from outside 
ading this would wonder if this is not kind of a whole 
w idea suddenly coming at us, while it seemed to me 
jt almost all three parties were of a mind on SARC. That 
is a theme I got out of the various groups that came 
fore us, that they were suggesting we continue with the 
\plementation of SARC. 

I wonder if saying that is not a better way than that 
tence, “A whole package of welfare reforms,” just 
mething along the lines that there seemed to be a consis- 
icy in the presentations recommending the continuation 
\the implementation of the SARC report. 








































AFTERNOON SITTING 


Mr Stockwell: We are firmly behind you on that. 
Mr Elston: Yes, quite a long way behind us. 
The Chair: It is going to be a long afternoon. 


Mr Stockwell: Why do we not just kick Murray out 
right now? 





Mr Elston: I was told the morning session was much 
too staid and too formal. I just wanted to add a little life to it. 
The Chair: What you are trying to do is get more 
oxygen to the brain cells, is that it? 
Do we have any questions or comments on Mr 
Phillips’s recommendation that this section be rewritten to 
reflect more of what the groups were saying about SARC? 


Mr Phillips: Just the final sentence. It kind of looks as 
if there was a smorgasbord of ideas coming at us, with no 
consistency, whereas I felt there was a consistency, which 
said there had been a big study done on reform of the 
social programs in Ontario, called the SARC report, and 
there seemed to be consensus around the continuation of 
the implementation of it, I thought. 


Mr Christopherson: We would not have a problem 
with taking a look at a redraft on that. 


Mrs Sullivan: In the same paragraph: I think the im- 
plication in this paragraph is that people who have inade- 
quate income to meet requirements of living are all 
unemployed, and there was some consistency in documen- 
tation that came before us about the working poor and 
people who have reached a point, either through the sup- 
ports to employment program or going back to work, 
where other tangible needs have to be addressed, including 
child care, part of which is covered, but also including a 
continuation of some social assistance benefits. 

I do not think that is reflected in here at all. It came ina 
number of the presentations before us. Perhaps the re- 
search people and the drafters could just shape it to indi- 
cate that the poverty issue is not one that is only for the 
unemployed. 


The Chair: That we are talking about the working 
poor as well. 


Ms M. Ward: Some of those concerns you are men- 
tioning, are they not addressed in the first paragraph on 
page 16? 

Mrs Sullivan: I do not think adequately. 


The Chair: That one representation really went 
through a whole lot of things that presented roadblocks of 
a systemic nature as opposed to a straight welfare payment 
nature, and those systemic things could be included. Is that 
what you are asking for? 


Mrs Sullivan: Plus the dollars as well. It follows right 
along in terms of social assistance. But some of the other 
issues I think were a very clear part. There was one that 
was a particularly dramatic presentation, but it was in- 
cluded in several presentations. 

The Chair: We have the recommendation to have a 
couple of the headings changed and that section broadened 
to reflect those comments you just made. Are there any 
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other changes to that section on “Social Issues”? Can we 
go on to “Housing,” then? 


Mr Elston: I just want to make another observation 
about the construction of the report, if I may, before we go 
any further. It has nothing to do with the things you did not 
hear or the things you did hear, but just a juxtaposition of 
the “Agriculture” section prior to this, as though it were 
more business as usual prior to getting into the real social 
issues of the time, if you know what I mean. There are 
social assets to this agricultural thing, where you can see 
the demise of a whole community lifestyle or series of 
communities in our province. I do not like the idea of 
saying this is a social issue, income adequacy for people in 
a different part of the province, while the rest of this is 
somehow business as usual. 

Perhaps there was not an idea that you wanted to segre- 
gate this into an agricultural-business type of stuff, and 
then “Income Adequacy” or “Poverty,” which are more 
seen to be items of an urban nature, but which, from my 
point of view, afflict rural Ontario as deeply or probably 
even more so as we go through more restructuring. 

I find it difficult to isolate the agriculture question from 
the “Social Issues” section, if you know what I mean. You 
have a few paragraphs here and there are some more 
things to be brought forward, I understand that. But it is a 
whole social calamity that we are about to deal with in the 
agricultural sector. I do not know how you fix it, but I 
think it has to be remarked upon so that people do not 
believe there is not some sort of social element we are 
going to be wrestling with over the next few years. 


The Chair: Can I maybe offer a suggestion here? 
Under the table of contents, agriculture does have its own 
heading. When we get the sections back on agriculture, if 
they do not deal adequately with the point of view that you 
are expressing, then maybe we could look at it at that time 
and beef it up. 

I sense that there is a great deal of sympathy cross- 
party here for what you are saying. 


Mr Jamison: Just a clarification: My understanding 
of what you are saying, Murray, is that because farm in- 
comes have dropped so much, there is usually a secondary 
income on a great number of farms, and with the recession 
that income disappears and the impact or the poverty that 
exists at that point is to try to keep that viable. 


Mr Elston: Mine is a more basic concern even than 
that, because when you deal with agriculture in Ontario, 
there is not only a financial or fiscal framework, which is 
what we talked about, basically, in this prior section, but 
there is a whole cultural and then social side about which 
we say nothing. What we have basically said is, “Okay, the 
agricultural thing is all fiscal,” or at least it could be read 
this way, that it is all fiscal, and then we go on to what we 
determine to be “Social Issues.” 

There is nothing more social-issue oriented than the 
demise of several small communities all around rural On- 
tario. The dislocation and family problems that develop as 
a result of that certainly are as big a concern from a social- 
issue standpoint as from the fiscal, which we really iso- 
lated ourselves on during this report. 


It is an old bias that I have had for some time. I just 
not like the idea of thinking that we can deal with agric 
ture by throwing a few more dollars after a farm supp 
program, and not deal with a whole series of other soc 
issues which are equally affecting rural and urban Ontar 
It is a much broader one than you were identifying. 


Mr Christopherson: Mr Chair, I think you were c 
rect when you acknowledged that there was a fair bit 
cross-party support. Earlier, Mr Elston referred to the f; 
that agriculture historically has not been considered part 
the manufacturing system, that it has always been son 
thing separate, and now raises the issue of social servic 
not tying into it and the cultural aspect of agriculture, an 
think there is a fair bit of agreement on our side with that 

You have said that in the redrafting of “Agriculture,” 
it is not there—and I suspect if we do not give directior 
will not be. I would suggest that we are very supportive 
asking the researchers to include those, for lack of a bet 
term, linking sentences, linking paragraphs that will 
least acknowledge that we see those connections and 1 
would like to see those connections worked on and sor 
attention paid to them. 


Mr Elston: Perhaps in the preamble or introductic 
we could acknowledge that while there are various s¢ 
tions that isolate particular topics of interest, we recogni 
crossover features, and perhaps highlight agriculture 
one where, although we may focus on fiscal matters 
financial matters, there are cultural and social problems 
pretty great degree which must be met relatively quickly 
We are going to sustain several of our communities. I gue 
we around here represent a good number of those sm 
communities. 
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Mr Christopherson: Without getting into timetabl 
at this stage, because that may indeed be part of observ 
tions and recommendations and some departure points f 
us, I think we can agree on the importance of it and t 
linkages. The researchers should feel comfortable that v 
are asking that those concepts be incorporated into 1 
draft. 

The Chair: We can come back and deal with th 
more when we have the next draft of this. 

“Housing.” Is everybody okay? 

“Immigrants.” 


Mr Christopherson: We are fine on all of page 17. 


Mr Stockwell: I have a question on paragraph 2, pag 
17, on the immigrants. Are we trying to relate the grou 
that came in, are we going to put in brackets or whatev 
which group said this, attribute certain sections in here? 
was curlous which agencies came forward that said it we 
“a cost-effective way of integrating immigrants into tl 
community,” and finally, “the funds available from th 
federal and provincial governments have been insuff 
cient.” I would just like to see who made those deput 
tions, because I think we are taking it here as a fact. I al 
not saying it is not a fact, but I do not know it to be a fa 
or not to be a fact. 


The Chair: “Women’s Interval and Transition 
[ouses.” 


_ Mrs Sullivan: The second last line: After “provide 
he” I would put “increased.” I would also add “second- 
age housing.” 

The Chair: So you want to have “to provide in- 
“eased services to abused women and their children.” And 
ou would also like an additional comment here about 
econd-stage housing. 


Mrs Sullivan: Yes. 

Mr Christopherson: Second-stage housing goes 
there? 

The Chair: Right after that. 

Mrs Sullivan: At the end, as one of the— 


Mr Christopherson: “Additional staffing, pay equity 
d second-stage housing’’? 


Mrs Sullivan: Fine. 
Mr Christopherson: We are okay on that. 
The Chair: “Health.” 


Mr Christopherson: We are comfortable with what is 
sre. We would like to see some additions. What we would 
<e to do is offer to the researchers some direction. 

The first one is on emphasis, a paragraph or two on the 
portance of the management of the health care system 
$-a-vis the costs, the dollars, that this is something that 
»eds to be focused on. 

Second, we would like to see also an expansion on the 
mmunity care issue. There is some here. We would like 
see more, if we could, taken from the submissions that 
te made, with a particular look at the question of the 
ialysis of costs. We did not look at the research material, 
it we suspect an acknowledgement that there still needs 
be further analysis of what those costs are. Are the cost 
vings as great as some people think? Is it going to be 
venue neutral? Will it cost more? Where are we in that 
‘termination, and should this apply to all sectors? Is it 
itomatic that community care is the best way to go in all 
ses? Just something on that. Then lastly—- 


| The Chair: Just a minute. Are you asking there for 
aybe whatever information is available on specific sector 
alysis? Just what exactly are you looking for there? 


| Mr Jamison: We are not looking at the picture overall, 
far as communities are concerned. We are looking at the 
‘ectiveness of what services would be more cost-effective 
the community level, more available, the availability 
id those kinds of things. We are just saying a closer 
jutiny. The whole theme is how we can better administer 
? health care system in the province and better—maybe 
jt administer, but fund and really track the funding. As 
; aS community-based services are concerned, are we 
|king about the overall availability of service? Should we 
Pak those down and see which would be more effec- 
jely community based? 

| Ms M. Ward: I just wanted to add that our reason for 
|S request was the sentence there, “Community-based 
ye might lead to reduced costs over the medium term.” The 
dium term is something that is not very self-explanatory, 
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and also the word “might” leaves some questions and we 


would like any explanations or further detail that we could 
get about that. 


Mr Christopherson: There may indeed be a need, 
objectively speaking, for a reference to the fact that those 
potential cost savings have not been determined. If you 
recall, I asked those questions of at least one of the delega- 
tions and it does seem as if it is unclear. Originally there 
were great savings in community care. Then there was the 
suggestion it was fairly even, and now there is some sug- 
gestion it may cost more. All we are looking for is, in the 
submissions, was there a clear position, or should we be 
saying that has not yet been determined and perhaps that is 
something that needs to be identified? 


Mr Stockwell: I do not think there are any savings at 
all, and even leading them down the garden path that there 
might be savings is misleading. I would just as soon just 
strike it. 


Mr Christopherson: But that is the difference. There 
are those groups that still maintain that there are signifi- 
cant savings to be made. This is where Mr Jamison is 
saying in certain areas there may be greater savings than 
others in terms of institutional care and other health care 
that can be provided at the community level. We are just 
saying it has not yet been determined. 


Mr Stockwell: It sounds like an observation or a con- 
clusion, recommendation. 


The Chair: We are just a little out of order here. 
Mr Stockwell: Sorry. 
The Chair: Mrs Sullivan was next. 


Mrs Sullivan: I had a couple of comments, one of 
them relating to the three areas on management vis-a-vis 
costs, Mr Christopherson has asked for an additional para- 
graph relating to that. It seems to me that there are a num- 
ber of management questions that come up, including 
capping services and so on, that I would not want to see 
included in an introductory paragraph. If his party wants to 
bring forward recommendations relating to management, 
then so be it. 

Similarly, if you go back through the whole move from 
deinstitutionalization, a major rationale for that move was 
not cost-saving, nor has it been anticipated that there 
would be a lesser portion of the provincial budget dedi- 
cated to health care. It was the delivery that was being 
changed. If you want to ask, for instance, for a cost analysis 
of a change in approach, that should be your recommenda- 
tion, unless I am hearing you totally incorrectly. 
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Mr Christopherson: Let me respond in the hope of 
clarifying, and I remain open to comments back, of course. 
We are looking at this in the same vein that your colleague 
Mr Elston suggested, that if something really was said and 
it is relevant, then we ought to say it in here. We are not 
trying to make an observation or a recommendation from 
something that was not there, or if we are, we will state 
that very clearly. We are asking the researchers only to 
look where management of the system was referenced. To 
our recollection—and again, we did not go through the 
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submissions—I acknowledge that in our discussions. We 
are asking the researchers if they would do that for us and 
where there was reference made—and we believe there 
was—then we would like to see something on that. 

The other thing with the example of deinstitutionaliza- 
tion, first of all, I do not know that I agree with what was 
said, because I know a fair bit about that issue. But second, 
we are not looking again to have any kind of work done in 
terms of direction. We will make those recommendations 
in the appropriate place. But what we do want is the basis 
in this report. We see it as a big issue and all we want to do 
is ask at this stage that anything that was said about that 
issue be reflected in the report and attributed. 


Mr Phillips: On community-based care, if I am not 
mistaken, it is kind of the cornerstone of the health direc- 
tion that the new government wants to take. I think that 
Operation Critical—I think that was the big health report— 
called for the doubling of community-based spending by 
the new government. So as I say, I think that is the direc- 
tion it is heading. I am not sure what wording we are 
looking at here, but I think the future is being based on 
that. 

My question was back in the top paragraph. I would 
like the researchers just to check the numbers on the per 
cent on hospitals and others. I believe the number that I am 
familiar with is that the hospitals are 46% of the health 
budget and I would just like to make sure those numbers 
are correct. 


The Chair: Do you have any source of those numbers? 


Mr Phillips: The ministry’s estimates are one source 
and the minister’s annual report is the other; just different 
numbers than I recall. 


The Chair: While they are looking for that, are there 
any other questions or suggestions for the health section? 


Mr Christopherson: There is one more from our po- 
sition. We would like to see an expansion on the presenta- 
tion that the nurses made and would just leave the request 
at that and ask the researchers perhaps to do a paragraph 
on that presentation. That is page 18 for us. 

The Chair: Are there any other considerations or 
things that we should be considering putting into this part 
of the brief? If I do not see any hands, then I assume that 
we can now give direction to the— 


Mr Sutherland: Sorry. Just on that, we are making 
reference at the beginning of this report about the issues 
that Mr Phillips brought up and the ones that Mr 
Christopherson added. Even though we did not receive 
presentations, there is something to the effect that they are 
still relevant and important and need to be addressed. Or 
are we just coming through with specific recommenda- 
tions on those areas later? Was that the direction you were 
looking at? 

The Chair: You are looking for an indication in some 
preamble, are you not, about mining, natural resources, 
policing? 

Mr Sutherland: Yes. 


Ms Anderson: Do you want to have that in an intro- 
duction to the whole report? 


Mr Sutherland: If it is referenced to the fact that | 
committee felt that there were issues, even though th 
were not addressed. 


Mr Christopherson: Yes. Again, we would rem: 
open to hear how big a problem that is for you. We agre 
with the suggestion by Mr Phillips that some of thc 
things should be included. In fact, we added a couple 
our own. My colleague Mr Sutherland is suggesting 
perhaps we may be able to show that in the report throu 
a separate section acknowledging areas where we may 1 
have had a lot of submissions, indeed maybe none, but 1 
think there ought to be at least a reference to those thin 
in this report. It just ties in with what Mr Phillips and ¢ 
caucus felt was important. 


Mr Stockwell: What do you want them to write? 


Mr Christopherson: That is why I couched it by sayi 
I know it could be problematic for the researchers. 


Mr Sutherland: I think if you go back and look 
some of the past reports—in fact, I thought I had seen ir 
couple of the ones from either two years ago—they referen 
them and just make note of— 


Ms Anderson: Sometimes they have had a paragra 
or two, just a heading called “Pre-budget Consultation Pr 
cess,” and the committee has talked about it is sorry it h 
not heard from certain sectors and it is sorry it has n 
heard from people outside Toronto and things like th 
That is just a whole separate section, a sort of preamble 
the beginning of the whole report. 


Mr Christopherson: If you could give us your be 
shot as to how that might be covered and we will take 
look at how far that goes to meeting the needs that ha 
been expressed by both parties. 


Mr Phillips: Just a couple of other things. One is th 
there were a number of information requests through t 
process that we had. I can recall asking the Treasury pe 
ple the very first day for some information around cre¢ 
implications of borrowing and what kind of premium v 
would pay as a result of no longer borrowing from tl 
teachers’ pension. They indicated that they would get ba 
to us. I think my colleague Mrs Sullivan also had a numb 
of requests as well and I am wondering when we are e: 
pecting those answers. 


The Chair: I had not heard back. I will have \ 
Decker run that down. 


Mr Phillips: I guess the other observation I wou. 
make is the challenge we are going to have. I think 1 
have a lot of the prognosis on the spending side here, b 
one of our challenges is just the revenue side. I know tl 
Treasurer says that it is too unpredictable to predict, but 
think that is going to be a challenge for us as we work ot 
way through this thing here. I am not sure how we wot 
our way out of it, but I think it is going to be challenging ' 
give the advice he is looking for, because I think virtuall 
all of these things are on the expenditure side and very fe 
of them are on the revenue side. I just make that observ: 
tion. I do not know how the final report will look, but thi 
is to be in. 
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Mr Christopherson: If I could just follow up on that, 
Ar Chair, I am curious and I ask in total innocence—I 
now that you do not buy that, Murray—how normally is 
hat sort of thing reflected in a report like this? That is why 
‘ou make recommendations saying that the government 
hould do this or it is requested to do that. Understanding 
hat the final decisions are left in the hands of the cabinet 
m the budget, how normally would revenue issues be in a 
eport like this? Are one of the two opposition parties pro- 
losing new taxes to generate revenue? 


Mr Phillips: No, but your Treasurer has given us the 
conomic forecast. He has in place all of his taxes. I guess 
ve had half-expected him to say, “If the economy unfolds 
s we eStimate it will and there are no new taxes, this is 
yhat we will have to work with on the revenue side,” 
cause he is asking for advice on the expenditure side 
rom people who are giving us advice in a series of spe- 
ific areas. But I am quite disappointed that we do not have 
ome feeling of what we are looking at on the revenue side. 


Mr Christopherson: If I might, I do not think any- 
ody needs a crystal ball to confirm the fact that we are 
doking at a deficit in fiscal 1991-92, so the real question 
or us is, how much of a deficit are we looking at? What 
tiorities are such that we feel they should be given con- 
ideration, not regardless of the deficit but in spite of the 
act that there is a deficit? Or as in the case of Mr 
tockwell, are there going to be recommendations in per- 
aps the opposite direction, that you should not make any 
penditures when there is going to be a deficit? 


Mr Phillips: But the crystal ball on the deficit has to 
e revenue minus expenditures. Presumably the only way 
ou know the deficit is by subtracting one from the other. 
‘ou are very close to the Treasurer, you talk to him on an 
ourly basis. What revenue might he be looking at? 

440 


Mr Stockwell: I agree with Mr Phillips. I think it is a 
dke to try to go through this, make a sandwich with one 
iece of bread. There is no question, if you are going to do 
serious review of the budget, if you are going to prepare 
budget and you are going to analyse recommendations, it 
s absolutely absurd to suggest you can do it without the 
-venue projections. Now, I know you are the open and 
ecessible and free-thinking group that you thought you 
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vere when you got elected, but even those backroom Lib- 
cals last term, last year, supplied this committee with pre- 
Minary revenue projections. They did it. I cannot 
nderstand why— 


Interjection. 






































Mr Stockwell: Just look for them. I found them. 

I cannot understand why you cannot give us prelimi- 
ary projections. Mr Chairman, I suggest we send a 
rongly worded message to the Treasurer saying: 

“I know you have them. You are telling us you are 
ding to have a bigger deficit next year than the year be- 
re. YOu must have some kind of revenue projections to 
ty just that. If you want some serious recommendations 
iat can be made to the Treasurer in the sense of working 
gether, you have to give us some kind of idea what the 
‘venues are going to be.” 


We are going to go through this whole charade, and no 
one will know what to recommend because we do not 
know how big the deficit will be. We do not know what 
your projections for revenue will be. We do not know 
where we can see growth and where we are not going to 
see growth, and we will sit around here navel-gazing. 

I would prefer right now that this committee go on 
record unanimously requesting the Treasurer to supply this 
committee with what I consider to be a very reasonable 
request, preliminary revenue projections. The Liberals did 
it. The open, accessible, upfront and frontier-thinking 
NDP, I am certain, can do the same as the Liberals did last 
time. 


Mr Jamison: That is an awkward thing to do, basi- 
cally on this basis, that the Treasurer told us, informed us 
of a windfall of some $900 and some odd million that 
came back from the federal government that really he had 
no ability to account. That is a substantial amount of 
money. I do not believe he can do that within the accuracy 
Mr Stockwell is talking about. 


Mr Elston: Along that line the whole point of budget- 
ing is that they do that. In fact they not only do that once a 
year in preparation for a budget, but they do that on a 
monthly basis so that they can figure out whether or not 
their revenues are living up to what the projections are. In 
fact the whole process starts—at least, it did when we were 
over there—by about August or September when the pre- 
liminary estimates are made for the whole year on the 
basis of revenues and the strength or weakness of the 
economy. 


Treasury has a whole unit that does nothing but, or at 
least has a number of people who do nothing but speculate 
on the future earning ability of the revenue sources for the 
Treasurer. That likewise is done through the people at the 
Ministry of Revenue who are charged with keeping the 
Treasury people informed so that they can make in-year 
course adjustments if that is necessary. So even though 
there is this $900 million that comes up because of some 
kind of reconciliation of personal income tax accounts and 
other things from the federal authorities, that should not 
stop us from asking for those revenue sources. 

I might also indicate, by the way, that I would like to 
express some concern, because what we are seeing this 
year is similar to what we saw at one point when Larry 
Grossman was Treasurer. We have had floated out in the 
public now, at least from two sources that I have seen, the 
incredible numbers of $6 billion—I had heard originally— 
to $9 billion in deficit. I see in the Globe and Mail this 
morning that the number has shrunk from $6 billion to $8 
billion in terms of deficit, with the idea being that the bad, 
bad tough message is going out there, “Ain’t it going to be 
just awful,” and then some smaller number may arrive as 
the deficit figure. 

I believe that at this stage in our fiscal year, and in 
preparation for the budget which will be brought in, I 
guess, in May or April, Floyd has already, with his col- 
leagues at Treasury, recommended to the Premier, and in 
fact the policy and priorities board of cabinet or whatever 
it is called now has already determined, what the target 
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deficit number will be. Unless you start with that target 
number, then you cannot possibly start to clarify where 
you are going to move with all of the other decisions 
around which we are being asked to make recommendations. 

Even as we sit here, Floyd Laughren and the Treasury 
department have already told the Premier, his advisers and 
the policy and priorities group in cabinet, exactly what 
their best guess is with respect to revenue and what their 
best guess is in terms of consumption of dollars on the 
expenditure side. 

For us to ask for a little bit of guidance—we are not 
asking to the last penny—if he cannot provide us with 
some kind of guidance, he is not telling us everything they 
are doing. So I think we should be able to have some of 
that. I like the idea that this be shared with us to help us, 
because to be quite honest this whole process is not going 
to be very helpful if we try to go in and say, “There are a 
lot areas you should address,” and then he says, “By the 
way, we’ve decided to balance the budget this year, so 
we’re going to actually cut back expenditures.” 

I cannot imagine him doing that, but it is a scenario 
that is possible. Until we know, how do we know what our 
recommendations ought to be so that we do not look like a 
bunch of goofballs? 


Mr Christopherson: I do not think there is any guar- 
antee that we will not look like a bunch of goofballs. I do 
not think anybody can provide that guarantee. But let me 
say this, we are now two days from completion of this 
committee’s work. The Treasurer was just here, as Mr 
Jamison has said, less than four working days ago and all 
of these questions were put to him by, I guess it would 
have been your predecessor on the committee last week, 
Mr Stockwell. Mr Sterling and everybody had their run at 
the Treasurer in terms of asking him for information and 
hearing his answers, not us carrying his message. You 
heard at first hand his answers to those questions and to 
those requests. You got the answers. They are there in 
Hansard to be seen, and obviously we are not going to be 
comfortable at this stage of the game with suddenly send- 
ing off a message from this committee demanding this, 
that or the other thing when indeed he was just here to 
answer those questions. 

I think it is a bit of a red herring to raise at this point. 
The time to do it was when the Treasurer was here. We 
said very little. If you check Hansard, you will see that we 
did not take up a lot of the time. We made sure that the 
opposition members had 95% of the time available for 
access to the Treasurer. You asked your questions. You got 
the answers as best you are going to get from him. 
Whether that is satisfactory or complete or not is up to 
you, but you got his answers. I think that has answered 
those questions for the deliberations of this committee, for 
the duration of this committee sitting. We are not prepared, 
obviously, to play any kind of games at all, at all, at all. 


Mr Elston: I am sorry; I was not playing games. I just 
told you about the process. 


The Chair: Let him finish. Then we have three other 
people. 


Mr Christopherson: We are not prepared to play a 
kind of games at all about sending letters to the Treasu: 
demanding, when indeed he has just been here. If he h 
not been here or had refused or if this was while he w 
still sitting there, actions taking place—now a number 
working days have gone by and it has not been raised, a 
[ have some real concerns about the legitimacy of the sine 
ity in asking these kinds of questions and making the 
kinds of requests. 


Mr Phillips: There is actually nothing new. 


Mr Stockwell: On a point of order, Mr Chair: The 
are questions of the speaker or do you go to the ne 
speaker under this process? 


The Chair: We go to the next speaker. 

Mr Stockwell: Okay. 

Mr Phillips: Do you want to ask the speaker a questior 
Mr Stockwell: Yes, I did, but it is okay. Go ahead. 


Mr Phillips: I think we have been trying from t 
outset to find some revenue estimates. I think you all kne 
about the $2.5-billion deficit. I have predicted from t 
outset that revenues would be higher. The federal gover 
ment publishes its numbers all the time. It is no secret th 
they already have their third-quarter numbers out. It is n 
a windfall. It is, in my opinion, a predictable number. 
said that three months ago and indeed it has come true. 

All I am saying is that in the end it is going to} 
difficult for us. I think, by your own admission, you sai 
“It doesn’t take a crystal ball to know there is a deficit 
The only way you can get to a deficit, I repeat, is yc 
subtract the revenue from the expenditures. We are goit 
to be talking about expenditures as—that is not a bade 
pression; I may use it—one slice of the sandwich. That 
all I am saying. It is going to be difficult for us. I realiz 
the Treasurer is saying he does not want to give us tl 
numbers, although I agree with my colleague that eve: 
single ministry already is working on next year’s budge 
There is zero question about that. They have been give 
their direction and there has been a target expenditure est 
mate set. 

We will proceed with this. We have no authority | 
demand the revenue numbers, or at least, we will not g 
the revenue numbers. It just makes it difficult. I do m 
imagine you at the Hamilton city council or regional counc 
ever went through an exercise without having some idea ( 
what your revenue is going to be. 

1450 

Mrs Sullivan: Certainly I am very familiar with th 
process relating to budget determinations and concur wil 
my colleague that in fact those decisions have been mad 
The Treasurer indicated that he was not going to shai 
them with us. They certainly would have been discusse 
around the table with Treasury officials and targets woul 
have been set. We have had some indication, through af 
nouncements, of what the pressures on the expenditur 
side of the budget will be, and without an indication 
what the range of targets is, in the absence of specifi 
decisions that the Treasurer will have to hold unto himse 
until the final week or whenever the budget deadline is- 
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ially the week prior is when the final locked-in decision 
nade—there are targets. 

We would like to know what the Treasurer’s targets are 
i how he sees the elements changing. The previous 
sasurer shared that information with the committee and 
licated that within a targeted area, the target over a pe- 
d of time was to reduce the budget to a balanced situa- 
a, and he did so and he indicated that he wanted to 
state in the 1990 budget end at a balanced situation, 
‘en no changes in economic scenarios. 

If, for example, the Treasurer is looking to increase a 
dget deficit and sees a validity in making changes that 
l increase the budget deficit for the next year within a 
zeted framework, then it is valid that we can look at 
ne of the recommendations that have been brought be- 
@ us and say, “Indeed, within the context of recovery 
{ reflation, these are recommendations that make sense 
the Treasurer to include in that budget.” We do not 
ve to follow the Treasurer’s plans. This is an indepen- 
it committee, but within that budget-setting scenario it 
iseful for us and in fact important to us to at least have 
framework on which his decisions are going to be 
de. 
I speak in support. We have certainly had indications 
m announcements of pressures on the expenditure side. 
2 pressures on the revenue side are very important to us 
ils committee is going to have any sense of validity. 


The Chair: I just interject at this point. I have been 
ormed that in fact what you are asking for is for the 
1-92 budget year. Is that correct, that you want those 
es? 

Mrs Sullivan: That is why we are sitting here. 


‘The Chair: And that in fact those numbers have not 
in given to previous finance committees. 


Mrs Sullivan: At least the targeted range was, at least 
‘direction of the budget was. 

‘Mr Stockwell: Who told you that, Mr Chairman? Last 
i the Liberals provided the range, the parameters they 
'e going to use. 

Interjection: Where is that? Could I just have where 
‘was referenced in the report? 


Mr Stockwell: I have got it downstairs. I am not sure 
. the book—I picked it out and there it was; those num- 
3 Were in there. 


The Chair: I will pursue this from the point of view 
inding out exactly the correct interpretation of this in- 
Nation and will report back to you at the next meeting 
\orrow morning. Did you want to make a comment? 


Mr Stockwell: I have one last comment. I take great 
eption to the comments made by a government mem- 
| with respect to the legitimacy of the request. I think 
\€ is great legitimacy to the request. I think, if you are 
fg to look at a budget, you need both sides of the 
ation, and for you to sit there and suggest that this is 
jtically motivated by some stretch, that we are in fact 
king to embarrass the government or, I do not know, 
| the beans on the budget, is absolutely insane and I 
) great exception to that comment. 







































You are the open and accessible government. You are 
the people who were going to give us all this openness and 
fair play. It is clear the only time it is open is if you are a 
member of the NDP. To suggest for a moment that request- 
ing—get this, requesting—revenue projection parameters, 
guidelines, is in fact going to, as your Treasurer sat there 
and suggested, outline the 1991-92 fiscal budget, is a joke, 
an absolute joke. 

For us to sit here going through this charade—what do 
we have here? We have got throne speech 2. We are talk- 
ing about whether partnership should go before answers. 
That is how in-depth we are getting into this budget dis- 
cussion. I take exception to your comment that there is no 
legitimacy to it and it is politically motivated. Baloney. 
You sat on Hamilton council. Tell me one budget you ever 
did where you did not have revenue projections when you 
set your budget. Don’t be so stupid. 


Mr B. Ward: Mr Chairman, he should withdraw 
those last two words. 


The Chair: The last part of your comment, sir, is not 
appropriate language. 


Mr Stockwell: “Don’t be so stupid’? 
The Chair: Yes, it is not appropriate language. 


Mr Stockwell: I am not implying that he is stupid. I 
withdraw that. But it certainly riles me when he is suggesting 


that there is no legitimacy to our request. That is unreason- 
able. 


The Chair: I am going to exercise my powers of the 
Chair. We can rattle around this debate for the rest of the 
day and, if that is what the committee wishes to do, that is 
fine. I will bend to the wishes of the committee. However, 
I would suggest that at this time we have exactly two days 
and somewhat to consider our recommendations and I 
think we can do some good work between now and then, 
in the absence of these numbers which we may or may not 
get and which I would suggest at this time it is highly 
unlikely that we will get. I would like to proceed with the 
next part of this process and get on with the recommenda- 
tions. 


Mr Christopherson: At the risk of being overruled 
by you, and I stand by any ruling you make, I think I am 
entitled to at least state for clarification purposes that it is 
not the issue I am talking about, but the timing of it. These 
positions and arguments were put forward prior to the 
Treasurer’s coming before the committee. That was the 
purpose in his coming before the committee. Those ques- 
tions were put before him. That was last Wednesday at 
noon. This is now 3 o’clock in the afternoon of the follow- 
ing Tuesday. To suddenly raise this as a crisis issue, that 
we cannot continue without this information now, is why I 
am suggesting, in my opinion, that it is political in nature 
and not as legitimate as it is being put forward to be, not as 
if it was put at the time that the Treasurer was here. That is 
for the clarification. 


Mr Stockwell: You are assuming the answers the 
Treasurer gave us are legitimate answers. 


The Chair: I would like that to be the last word, Mr 
Stockwell, please. I would like to move along because we 
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have a lot of work to do yet and I am sure there is lots of 
time. Are we all ready to do some more work now? Okay, 
let us move to the next section, and that is to start consid- 
ering the recommendations that will go into the report. 

Mr Elston: I would just like to draw your attention, 
before you get on with the recommendations, Mr Chair- 
man, that we did not go back to page 2 and some of the 
other pages that we were to have reports back from the 
NDP caucus on some of the variations to be considered. I 
think there were some lines on page 2, for instance, that I 
remember and a couple of others on those first three pages 
that you were going to chat about, I think. 

The Chair: We have a revised version of the draft. Is 
it the wish of the committee to have it circulated now? 


Ms Anderson: The first section. 


Mr Elston: But does that also include the things that 
you were going to talk about? 


Mr Christopherson: No. 


Mr Elston: So we might as well hear what you have 
decided about some of those options. 


Mr Christopherson: I can have those for tomorrow. I 
do not have them for this afternoon. 


Mr Elston: Okay, fine. 


The Chair: Where do we begin in this part of the 
process? I need some direction here. 


Mr Stockwell: The government is going to supply us 
with its recommendations, I think, at this point. 


1500 


The Chair: If I remember correctly, we were all going 
to supply each other with all of our recommendations at 
this point. I think that would be useful in terms of being 
able to move through it quickly in terms of finding out 
where the consensuses are. Who is going to go first? 


Mr Phillips: I think our understanding was the gov- 
ernment would lay out its recommendations. 


Mr Stockwell: That is what I thought. 


Mr Phillips: In the final analysis, if I add the numbers 
up, we might as well start with where we are going to end. 


Mr Stockwell: You could even read into their recom- 
mendations too, probably, some of the revenue projections 
and maybe adjust ours. 

Mr Christopherson: Please do that, Chris. I want you 
to stay up all night calculating that for me, please. We 
would appreciate that. 


Mr Stockwell: Honestly, I thought the government 
was going to supply them first. 


Mr Christopherson: Again, not having gone through 
this or anything like it here, since all of us are new, and if 
the other parties are not comfortable with this process, we 
are prepared to entertain another way of doing it. What we 
thought we would do this afternoon is present some of the 
recommendations that we feel were probably the least con- 
tentious, that had the best possibility for support. 

We, like you I am sure, have looked at previous reports 
and liked the areas where unanimity was shown and 
thought that that really carried some weight. We had hoped 





to find as much of that kind of ground as possible, s 
suggestion today was to run through a number of fl 
sues, not in any particular order, mind you, becaus 
report had not yet been finalized in terms of the hea 
and where the groupings might fall and we ran i 
problem. If you just want to take a patchwork of re 
mendations that we think everybody is comfortable 
we think that might be a good way to start. 


Mr Phillips: What about the title? 


Mr Christopherson: “NDP Caucus Recomm«s 
tions.” Do you like that? 


Interjections. 


Mr Christopherson: Either not enough oil o 
much, eh? All right. Again, I do not have a lot of rhyr 
reason to them at this point, so here goes. As you can 
am trying to couch this 16 ways from Sunday. “To e 
disabled people to speak on their own behalf, enhe 
funding should be provided to advocacy and self 
groups.” 

Mrs Sullivan: Is this in isolation or is it going to 
other recommendations? I do not think we can go that 
just sort of a sentence that sits there. 


The Chair: It should go where it says “Commi 
Observations.” Do we have any idea where we— 


Mr Christopherson: Not at this point because 
explained there is such a lack of preparedness just in t 
of getting the process right. Our preference was to cor 
and say, “Okay, at the end of this section where we 
observations and recommendations, here is what we 
got as a package.” Unfortunately, because the final dr 
not done and we were all suggesting new headings, w 
not know exactly where it would break down. So the t 
have for you is just what I started to do: a whole ho 
recommendations. We have quite a number of them 
they are like that. They kind of stand alone. They ar 
attached anywhere. 


Mr Elston: So basically what you are going to do 
Mr Christopherson: I mean, we can hold off— 


Mr Elston: —if you wanted, you could actuall 
through this paper and just signify for our purposes w 
your caucus had sort of provided your own endorsen 
and then we could think about the construction of t 
tomorrow when we get our next draft. If you just wa 
enumerate them that way, that is fine, but otherwis« 
sections of recommendations and observations may ni 
too cogent, and it is very difficult to construct a re 
around those things if you are just going to sort of 
like, well— 

The Chair: There is a possibility, it appears, that i 
committee was to go through these, the researchers 
can take them and plug them in where they— 

Interjection: Well, I do not know about that. 

The Chair: For example, I was just informed tha 
page 16 is where the report talks about handicapped, p 
ically disabled, and you put in the committee’s obse 
tions and recommendations. 


Mr Elston: This is sort of bingo-card report-writir 
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‘Mr Christopherson: I think you will appreciate now 
y I was less than confident when I began reading them 
to you. I am really not comfortable. I would prefer, and 
ink we would, giving you a package in each— 

Mr Elston: They are all leaving you, David. 


Mr Christopherson: I think we would be more com- 
table coming back to you and giving it to you in those 
‘kage forms. We do not have it right now. We have done 
umber of the pieces but we are not ready to do that. 

The Chair: Am I hearing that we should adjourn until 
lorrow morning at 10 o’clock, at which point you will 
ae back with the package? 

‘Mr Christopherson: Yes. The only thing is, again, I 
not tell you that we are going to be completely done, 
ause we have not seen the draft yet. We do not know 
vy many headings there are and where they will fit. 


Ms Anderson: The headings will be the same as the 
s that are in the table of contents, plus the disabled 
amunity and native affairs. 

Mr Christopherson: I do not want to make a com- 
ment we cannot keep. Tomorrow afternoon? 


The Chair: I think we should start in the morning. 
Interjection: I do not think we will be in a position 


\orrow morning. 


Mr Christopherson: I am prepared to say at this 
at we should have at least a quarter of the recommenda- 
is to go through tomorrow morning, given that we have 
| days to do this in. 

Mr Elston: Mr Chair, just to help out here, we do not 
it to make anybody think we are going to hold you to 
ing the whole package available for tomorrow. I think 
_we should meet tomorrow even if it is just brief. If we 


| 
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find out that we cannot do it, we should come back here, 
take a look at the new draft and the material. You can give 
us what you have been able to put together and we can 
deal with that, and as soon as we cannot do anything more, 
we will take a break and work at it some more. We are not 
asking you to come up and do the impossible; just best 
efforts is fine. 

Mr Christopherson: Nuts and bolts and honesty. We 
are not scheduled to meet again till tomorrow at noon, so 
in terms of taking the next step beyond what I have here— 

The Chair: No. I would suggest then that this is 
found time, that you go do it now. If we are adjourning 
now, then this is found time. I suggest you go do it now. 

Mr Christopherson: We have only got an hour, be- 
cause we have got people who have a 4 o’clock commit- 
ment. The toughest thing has been finding time to caucus 
on these things, not that you need to hear our woes. 

The Chair: Join the club. 

Mr B. Ward: We will break and tomorrow morning 
we will do the best we can, right? 

Mr Christopherson: Yes. How is that? We will come 
back and we will give you the best shot we have got. 

Mr Phillips: I was hoping for a little more, but I guess 
that is all we have got. 

Mr Christopherson: As we tell everybody else, do 
not judge us on what happens in the first six months; judge 
us at the end of the four years. 

Mrs Sullivan: Six months? It feels like six years. 

The Chair: I can assure you that is the way we felt 
about your first six months as well. Okay, tomorrow morning 
at 10 o’clock return. 

The committee adjourned at 1509. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Wednesday 6 February 1991 


The committee met at 1012 in committee room 2. 


PRE-BUDGET CONSULTATIONS 


The Chair: We are ready to begin the morning ses- 
n. With reference to the inquiries about revenue projec- 
ns for the coming year, the revenue projections that 
re available to the committee last year were found in 
at was called the grey book. They speculated on what 
enue would be for this year as well. When I requested 
ular information from the Treasurer, he indicated that 
grey book was not published; because of the expense, 
y decided not to publish it. However, I then pursued it 
1 asked if there were numbers forthcoming on revenue 
yjections and he indicated that is what they are currently 
ng and that they would attempt to try and put some- 
ng together for us. 

Mr Elston: That is also a big story. I know exactly 
at the process is in constructing a budget. I have been 
ough several of them, and as much as some people here 
uld like to say we maybe did not do as good a job as we 
uld, I know damned well that those numbers are much 
ner by this time of the year than what he has just told 
1. That is just one big pack of— 

The Chair: You cannot use that word. 

Mr Elston: —bunrff. It is not true; it is just not true. 
The Chair: I think that according to the— 

Mr Elston: If he had said to you, “I don’t want the 
nmittee to have them because I just don’t want to re- 
se them,” he would be accurate and he would not be 
\ging you out to dry, saying that story to us, but when he 
s you that, that they are just working on them, that is— 
The Chair: I will tend to believe the Treasurer, given 
tin our standing orders— 

Mr Elston: You can believe him, but I will tell you, I 
3 through five of those things and if he has not got a 
ole pile of those estimates, starting at least as early as 
August and coming forward and being refined— 

The Chair: We do have the third-quarter figures. 

Mrs Sullivan: We are talking about estimates for the 
t year. 

Mr Elston: No, this is production of a budget for the 
tt fiscal year. It is absolutely offensive. 

Mr Sutherland: Mr Chairman, we got into this dis- 
sion yesterday about the request. The request has been 
forward. We have a response from the Treasurer. 

Mr Elston: The response is a lie. 

The Chair: Excuse me. 

Mr Elston: That is the problem. If he had said, “I’m 
going to share them,” he would be accurate. 

The Chair: Mr Elston, that is unacceptable language. 





Mr Elston: It is not unacceptable. It is true. 


The Chair: It is unacceptable language within the 
tules of parliamentary procedure to use that kind of lan- 
guage. 

Mr Elston: Listen, I will withdraw the word, but I 
will tell you, he has given you a string of stuff that is not 
true. 


Mr Sutherland: Excuse me, Mr Chairman, did I not 
have the floor here? 


Mr Elston: He asked me to withdraw. I am withdraw- 
ing and I am explaining the fact that you guys have been 
fed a bunch of crap to come and put on the public record 
here that just is not true. It is offensive. He should have 
said, “I don’t want you guys to know,” and then he would 
be accurate. 


The Chair: The assumption made in parliamentary 
procedure is that what we are told is the—under the rules 
that has to be accepted. 


Mr Elston: Listen, you guys are living two different 
lives, because I will tell you, we were faced on a daily 
basis in the Legislative Assembly with your leader calling 
Peterson a liar, with Floyd calling the Treasurer a liar and 
you went along with it. 


The Chair: I find that— 


Mr Elston: You got away with it and you do not like 
it when you guys have these stories now being brought 
back to tell you what in fact is taking place. Listen, it is not 
going to make a difference to our report because we cannot 
get the information, but it is not because it is not available. 
It is because he does not want to give it to us and I wish he 
would just say that. I am sorry; I will not say anything 
more. 


Mr Sutherland: I was just going to say that I believe 
the members of the Liberal Party have stated their opinion 
on the issue and could we please move on to some of the 
business that we need to deal with. 


The Chair: I would concur with that. 


Mr Sterling: Mr Chairman, on your report from the 
Treasurer, I would like to ask a question. What is the ex- 
pense that he is talking about here? 


The Chair: Will you show me that book? 


Mr Sterling: Is it printing that book you are talking 
about that is an excessive expense? 


The Chair: Let me give you exactly what he indicated 
to me. It was that the amount of distribution the book 
achieved did not warrant the expense. It was a very, very 
limited distribution to a very few people who showed an 
interest in it and therefore they decided they would not 
publish it this year in order to— 
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Mr Sterling: Yesterday I sat in a committee. I went to 
the standing committee on the Legislative Assembly be- 
cause I am interested in the freedom of information issue. 
The New Democratic Party, over the last 10 years, has said 
that people should not have to pay for the production of 
information, that there should not be any fee associated 
with that. How does he match up what the New Demo- 
cratic Party has said over the past 10 years on the produc- 
tion of information for the general public, not a legislative 
committee, not a committee that is charged with trying to 
give him advice on the budget? How does he match up the 
production when he can photocopy the information for us? 

The Chair: I think your question to me on that issue 
is irrelevant. If you have a question, I think you should 
direct the question— 


Mr Sterling: His answer is a joke. I agree with the 
member, Mr Elston. We are supposed to take the 
Treasurer’s word, but when it stretches his credibility to 
the extent where he says he cannot produce a 60-page 
report because it is too expensive, that is a joke. 


The Chair: Excuse me, Mr Sterling, as Chairman of 
the committee I am merely relating the information to you 
that I received. If you have problems with the information, 
then I suggest you put it in writing to the Treasurer, who is 
more apt to give you the answers you are looking for. 

Mr Elston: Ask him if it is too expensive for him to 
write back. 

The Chair: To direct the comments to me that you are 
directing, I think they are out of order and I am going to 
rule them out of order and I am going to proceed with the 
hearings for this morning. 

Mr Sterling: Why is it out of order? 


The Chair: Because I have no place to answer the 
questions or to make comments on the comments that you 
are making, because I am not— 

Mr Stockwell: It just makes you uninformed. 

Mr Sterling: It is not out of order. We are in here to 
discuss the budget. 

The Chair: Then I suggest we move along to that. 

Mr Sterling: Are we not open to debate? Are things 
not open to debate? 

The Chair: This is not a debate. 

Mr Sterling: What are we doing here? 


The Chair: This is not a debate on the pre-budget 
consultations. 


Mr Stockwell: I think I was next, Mr Chairman. 


The Chair: I hope you will refer your comments to 
the budget because we would like to get along to these 
pre-budgetary consultations. 


Mr Elston: The budget includes revenue. 


Mr Stockwell: That, I guess, is the difficulty. My 
point I made yesterday was very clear. It is very difficult to 
do a budget when all you get is the spending and you do 
not get the revenues. I was told they did not exist yester- 
day. 
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The Chair: And that is exactly what you told me— 


Mr Stockwell: Can you let me finish, Mr Chairn 
Thank you. I was told they did not exist. Now, appare 
something exists, and now I am told today something 
ists but it is too expensive to photocopy— 

The Chair: No, that is not it. 

Mr Stockwell: —because that is all I want, jus 
copies, one for each of us. In fact, why do you not give 
per party and we will be charged with the responsibilit 
photocopying the information? I have no problem \ 
that either. 

I think what this committee should do, considering 
difficulty in making recommendations on budget item 
request from the Treasury department or the Treasurer 
we be supplied with a few copies of the information 
have received and allow us to go back and photocopy 
information. 

The Chair: That request in fact has been made a: 
have received word that they are in fact trying to 
together the information you have asked for. 

Mr Stockwell: That is great. Did they give you 
time as to when they will have this together, since we ¢ 
sit for another day? 

The Chair: I have not received that information, n 

Mr Stockwell: Good. And the other thing is, when 
they find it? Did they mention to you— 

The Chair: They have not said they have founc 
They said they are looking for it to pull it together. 

Mr Stockwell: Oh, okay. Did in fact the previous g 
ernment supply that information to the committee? 

Mr Elston: That was the grey book. 

The Chair: They were supplied in the grey book, 
if you wish to have a look at that, there are projections 
this year in this book as well. 

Mr Stockwell: But they are slightly outdated. 

The Chair: They are slightly out of date. 

Mrs Sullivan: Slight change in government, too. 
Mr Stockwell: It is kind of interesting—open and 
cessible. 

Mr Jamison: I think the comments from 
Christopherson yesterday concerning the presence of 
Treasurer here last Wednesday—all of these questi 
should have been clarified certainly at the time; we w 
given at that point the time to do that. The questions w 
put to the Treasurer. The Treasurer answered those qu 
tions. 

Mrs Sullivan: On a point of order, Mr Chairman: 1 
questions were put and the answers were not provided. 

Mr Stockwell: Accurate; exactly. 

Mr Jamison: What has come forward is a concern 
revenues. The Treasurer is trying, from my understand 
of your comment, to put something together for the co 
mittee at this point. 


The Chair: That is correct. 
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Mr Jamison: That is the information we have and I 
puld say that we should continue on and go through 
me of the documents that have been given us this morning. 


The Chair: Last comment, Mr Phillips. 


Mr Phillips: My problem—I am trying to be fair on 
> thing—is that we are having a little bit of difficulty 
th credibility. I go back again to the document that the 
easurer had in October when he said, “Listen, we have a 
5-billion deficit and it is a result of a $1-billion shortfall 
revenue and a $1.5-billion increase in expenditures.” 


Then he predicted the corporate taxes were lower. This 
the point I tried to raise with the Treasurer the other day. 
iblished data from the feds said income tax is way up; 
re enough, as I predicted in the House. You people 
ould be careful with this too, because one of the things 
at you are going to find is the Treasurer will say, “We 
nnot do the things that you want to do, caucus, because 
» have this terrible $2.5-billion deficit left by the Liberals.” 

It is a bit of a fabrication; I will be honest with you. 
e revenues, as I predicted, are not $1 billion lower but 
00 million lower, in spite of the fact we are now, six 
ynths later, in the worst recession ever. The revenues are 
t down $1 billion; they are down a maximum of $600 
Ilion. But, lo and behold, expenditures are creeping up 
erywhere in the budget here. 

I am just saying that the Treasurer’s estimates are caus- 
x a lot of us a lot of concern. I will not say that we have 
ficulty with how they were arrived at. The $2.5-billion 
ficit stays the same, but the composition is very different 
w. Actually Mr Stockwell was very specific with the 
easurer when he was here, and as Hansard will show, 
<ing: How can we work? Where are the revenue esti- 
ites? Why can we not have them? The Treasurer, “Well, 
- are still working on them” and what not. Now we hear 
ym you today that in fact they are in a book somewhere 
tit is too costly to reproduce the book. 


The Chair: No, it is not exactly what I said. What I 
d was that the cost of the book was not justified in terms 
the amount of circulation it was given, and that the 
-to-date figures you are looking for they are now work- 
On and attempting to get for us. 


Mr Stockwell: It sounds like lot of what you just said. 


Mr Phillips: The temperature has gone up in here, but 
is just because the first document in October was, 
hose dastardly Liberals left us with this awful financial 
dation.” Well, now we find it is starting to shift a fair bit. 
t those of us who watch this sort of thing, we now are 
ring, “Well, remember the billion-dollar windfall.” Co- 
‘identally there was a windfall the previous year. One 
uld have thought you would have watched out for an- 
‘er windfall, particularly when the federal government’s 
reports on the first six months showed personal in- 
ne tax revenue up 24%; corporate revenue down some- 
at. Corporate revenue down was incorporated in his 
tober statement; income tax revenue up was not. 

Mr Chairman, I am just having some difficulty won- 
‘ing why those numbers may not be forthcoming. It is 
t going to make all of our tasks more difficult, because 





we are going to have to prepare a report on expenditures 
with no idea of what the revenues might be. 

Mr Stockwell: Mr Chair, I would like a clarification. 
When will we be receiving this information? 


The Chair: I was not given a time. 


Mr Stockwell: So really we are still operating in the 
dark. We have no idea if we are ever going to get the 
revenue figures before this committee rises. Then I would 
move adjournment until we receive that information. 

The Chair: Okay, then— 


Mr Sterling: Mr Chair, I would like to speak in sup- 
port of the motion in that it just seems to me that since we 
were supplied this kind of information by the previous 
government, the impediment to our getting this seems to 
be rather minor in that to photocopy 11 or 12 copies proba- 
bly could be done by 2 o’clock this afternoon, or it may 
even be able to be done in an hour or and hour and a half, 
and we could have a copy of it. I would suggest that if the 
Treasurer is willing to co-operate, we can come back and 
make some reasonable recommendations to him on the 
basis of all the information. 


Mr Sutherland: I would certainly like to speak 
against the motion. We have business to do. We have been 
working on the draft report and can continue to do that. I 
think the request has been put in. Your concerns have been 
noted. They are officially on Hansard. I think we should 
proceed with the report from there. If you go back and 
read the report last year, the 1990 report, in there the entire 
report—while the figures might have been provided—does 
not make reference to what the revenue figures are in de- 
termining their recommendations. So if that was the case 
then, why can that not be the case this year, if there are 
issues to be dealt with? 


Mr Elston: Big deal. 
Mr Stockwell: Give us some numbers, then. 


Mrs Sullivan: There is a singular difference in the 
kinds of recommendations that are put forward. 


The Chair: Are there any other people who would 
like to speak on this, in order? 


Mr Stockwell: Is the number 6, 8, 68— 


The Chair: Excuse me, Mr Stockwell. Seeing no fur- 
ther requests for speaking, I am calling the question. Those 
in favour of adjournment, please signify by raising your 
hand. Those opposed? Opposed wins. 


Motion negatived. 
The Chair: We will continue with the hearing. 


Mr Stockwell: You are on your own fellows. Good 
luck. 


The Chair: I think it was agreed yesterday that this 
morning we would continue with the draft version of the 
first part of the document, and this is the first revision that 
you have before you. I would like to work through that in a 
similar manner that we did before to clear up questions or 
wordings. 

Mrs Sullivan: I wonder if that is the appropriate way 
to go. I think we were given an indication by the govern- 
ment party yesterday that it would be coming back with 
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the recommendations. Going through the introductory doc- 
ument, it seems to me at this point in time when discussion 
on the recommendations from the government party have 
been promised for a day—when we adjourned early yes- 
terday, our expectation was that we would have those rec- 
ommendations this morning to discuss them, and I think 
that is the way we should be going. 
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Mr Jamison: We have some recommendations avail- 
able this morning, so I think it is important to try to make 
sure that the document itself reads the way we intended it 
to read. That is part of the process also. I can assure you 
that we do have recommendations available. We would 
like to quickly go over this document to make sure the 
appropriate changes that have been recommended have 
been made. 


Mrs Sullivan: It seems to me that when a recommen- 
dation is put on to the floor as a recommendation that will 
go from a legislative body to the Treasurer of Ontario in 
relationship to the budget, the context around which those 
recommendations are made is very important. We have 
spent two days editing a context with nothing to fit in, in 
terms of what the specific recommendations are going to 
be. 

I have never seen the process work like this in a com- 
mittee before. It is very bizarre. I think it is time to get on 
to the recommendations. The editing of the introduction to 
those recommendations can take place latterly. 


Mr Jamison: Does your caucus have recommenda- 
tions also prepared at this point? 


Mrs Sullivan: We have been given a commitment 
from the governing party that your recommendations 
would be put on the table so that we could have those to 
discuss. 


Mr Jamison: We are working as a committee. That is 
my point. We have some recommendations to send for- 
ward. Does your caucus have any recommendations at this 
point? 

Mrs Sullivan: Let’s see your recommendations. 


Mr Elston: Basically, if I might, we had been told by 
Mr Christopherson, who was I think sort of organizing the 
government caucus response to this, that he was going to 
put in front of us this morning what your caucus felt were 
places where there would be substantial agreement, that 
we could agree on some things, that we would agree on 
those areas and then we could perhaps start debating or 
discussing the areas around which there was going to be 
some real concern. 

That being the case, we did not specifically decipher 
that item 1, item 2 or 3 and then list them as the areas we 
would bring forth. We thought we might as well wait for 
that matching, since Mr Christopherson has made it fairly 
clear that there are going to be certain areas in which the 
six of you, as representative of the government caucus, are 
going to want to press your advantage. That is the way this 
committee is structured and it will work that way. 

It seemed rather a strange duplication, although we 
have our feelings about some of the recommendations, it 
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would have seemed to be a very strange duplicatio 
effort for us now to file our list with your list or whate 
when we have been told for the last couple of days th 
was coming forward. I do not have and we do not ha 
particular list prepared, but we have talked about the a 
in which we have a sense of direction and a need to go 
we are prepared to comment in that line. 


The Chair: Could I suggest at this point that we r 
through the document and whatever recommendations 
available as we finish a section, we can include those 
ommendations? 


Mr Elston: Except that they are not exclusive, 
take it, that these— 

Mr Jamison: We have observations and recomn 
dations available on a number of sections of the docum 
I felt that the document is not just the observations 
recommendations, but it is also a document that is goin 
be read, as was pointed out very clearly by Mr El 
yesterday, by a wide-ranging number of people intere 
in the economic outlook of the province. I think it is 
portant to ensure that it reads the way that we fee 
should, and in the related form, I think that is part of 
process. 

The Chair: I am trying to find a compromise here. 

Mr Elston: Let’s be realistic about it, there are fiv 
there used to be six but one has disappeared—governn 
members and the three of us. If it is the will of the gov 
ment caucus that we move to read this, let’s not waste 
more time. Let’s just read it, because you control the 
mittee. Let’s just do it and let’s not fight about it any m 
It is a waste of time. 


Mr Phillips: I think Hansard would show that yes 
day we started on one recommendation and then the 
cussion was, “We must see the whole.” I think everyb 
felt we would be better to see the whole package ra 
than debate each little one. I think Mr Christopherson s 
“We are going to go away and we will give you a ps 
age.” Then there was a debate, “What about your rect 
mendations?” And I think the comment was, “Why d 
we Start as close to the end as we can, because know 
how these things work, that is probably where we will: 
up, SO why don’t we start with your recommendations?” 

I think Hansard would show what we were expect 
this morning was a package, maybe not 100% there 
85% there, to begin the debate on the kind of crucial st 
which will be the recommendations. That is what 
expected. 


The Chair: I believe Mr Elston said he would 
expect the impossible. I think that was it. 

Mr Elston: No, no, we did not expect them all. 

Mr Sutherland: I would like to just move for a fi 
minute recess. 


Mr Phillips: One thing I would not mind knowing 
what is the timetable when we will see those recommen 
tions, so we have some idea. 

The Chair: Let’s have a five-minute recess and co 
back, and we should be able to enter it at that time. 


The committee recessed at 1036. 
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38 
The Chair: Okay, what have we decided? 


Mr Hansen: We have a fair amount of recommenda- 
ys to the standing committee here. We have them 
inted. We just felt, and I know the direction that I had 
ym Mr Christopherson was that we go through the pre- 
dget consultations, so that is why we are sort of follow- 
g direction, but we would like to go through these 
sommendations, what we have prepared to date, and we 
Il hand copies out to the other parties. 


The Chair: Would you prefer to do them in the con- 
<t of what is written, or do you want to just do the 
>ommendations? 


Mr Sutherland: They are presented in a way consis- 
it with the way the draft report has been written, except 
sse recommendations do not start at section 1. I believe 
“y Start at the section on finance and economics on page 
of the draft report, but I think they should be able to 
low in a fluent way as they are set out in the copies they 
> getting. 

The Chair: Could I make a suggestion that we turn to 
ge 16 of the report, that section, and deal with the rec- 
imendations on that section. Is that acceptable? 

Mrs Sullivan: In the old draft? 

The Chair: In the old draft? What is the topic then? 

Ms Anderson: I think it would be page 20. 

The Chair: Social issues, page 20. 
Mr Sutherland: Yes, I think the page does change in 


> new draft. 


~The Chair: Could I say that we quickly read that sec- 
n and then do the recommendations. Is that acceptable? 
ne. Let us read through it. 

Should we begin the discussion on this section? Are we 
spared to begin the discussion on the recommendations 
‘ this section? 

Mr Elston: Perhaps if we just had some informal 
ats back and forth on some of this wording. I am not 
spared for “Legislation that reinforces poverty,” thanks 
ty much. You may think of us as Stone Age-type folks, 
t we are a little more advanced than that. 

The Chair: Could I ask then, do we want to go off the 
ord and just do this? Do I have consensus to go off the 
ord to do this? 

Mrs Sullivan: Why should we be off the record? Ev- 
ithing else has been on the record. 

Mr Elston: I was just exchanging a view with Norm; 
/as not speaking to the committee. 

The Chair: When you said that—- 

Mr Elston: If you are ready to go on dealing with the 
ng, that is fine, but I was not. 

Mr Sutherland: He does not want to— 

Mr Elston: I was just asking for an explanation. I did 
t think it made sense and I was just asking to talk about 
If you want it on the record or if you do not want it on 
> record, it does not matter to me. I just wanted 
irification. 











The Chair: This is completely up to the committee. 


Mr Elston: Leave it all on the record then, and then 


you do not have to worry about it and people can clarify 
what they mean. 


The Chair: Okay. We are still on the record, but these 
guys are just talking. 

Mr Sutherland: I think what was missing was the 
part about “Legislation that reinforces poverty can be abol- 
ished.” I think the abolition is— 

Mrs Sullivan: The abolition? 


Mr Sutherland: No, that “Poverty can be abolished 
by the following measures.” I think that word kind of 
changes the context. 

The Chair: Where are we? 


Mr Elston: This thing right here that says, “Income 
adequacy is fundamental.” Then it says, “Legislation that 
reinforces poverty by the following measures.” 


1050 
The Chair: What they should probably say is, “Legis- 
lation that impedes”— 


Mr Sutherland: No, I think the wording should say, 
“Legislation that reinforces poverty should be abolished by 
the following measures.” 


The Chair: I am not sure you would want to say that. 
Mr Elston: There is not any legislation that specific- 
ally says there ought to be poverty. 


Mr Sutherland: No, sorry. I think maybe it is a ques- 
tion of where the emphasis is going in sentences. “Legisla- 
tion that reinforces poverty should be abolished.” 


Mr Elston: Minimum wage is changed by regulation, 
so I mean— 

The Chair: This next one says, “The government 
should improve STEP by enabling recipients to keep a 
greater percentage of the income they earn.” Is that what 
you are referring to? That these kinds of caps should be 
raised and that people should be allowed to have more 
money from their income? 

Mr Sutherland: I think it is just a question of getting 
the wording straightened out in that first one. 

The Chair: That is a legislated thing, that you can 
make only so much money before you start having it de- 
ducted from your welfare. 

Mr Elston: That is actually a regulation. 

The Chair: Yes, that is a regulation that creates a 
problem. The wording is terrible, I agree with you, but 
maybe that is what they are trying to get at. 

Mr Elston: Is this the guy responsible for this? 

Mr Sutherland: I do not know— 

Mr Elston: Name names. 


Mr Sutherland: Why do we not just reword it as “the 
following legislation should be introduced.” 


Mr Elston: “Should be introduced”? 
Mr Sutherland: Yes, replacing what is there. Okay? 
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Mr Elston: So we end up having: “Income adequacy 
is fundamental to welfare reform. Legislation should be 
introduced”— 


The Chair: “That.” 
Mr Elston: —“that should”— 


The Chair: “That” should be “to.” You have to 
change the wording, “to raise the minimum wage to”— 


Mr Sutherland: No. “Legislation should be intro- 
duced that the minimum”—oh, okay, sorry. 


The Chair: I am trying to make it grammatically cor- 
OCU: 


Mr Sutherland: That is right. 


The Chair: My name is going to be on this, you 
know. 


Mr Sutherland: That is right. 
The Chair: As is yours. 
Ms M. Ward: Why not just say “We recommend”? 


The Chair: “Legislation should be introduced to raise 
the minimum wage and the government should be in- 
structed to examine the two-tier delivery system for social 
services.” 


Mr Sutherland: Sounds good. 


The Chair: Is there any debate on the intent of this 
recommendation? 


Mr Elston: Probably not the intent, as long as we get 
it clear. What has happened here is that the people who 
have put the recommendations have tried to bullet-point 
them for ease of expression and have actually cut them- 
selves off. They should have just done separate ones say- 
ing, “Income adequacy is fundamental to welfare reform 
and to dealing with the problem of poverty.” and “To do 
this, the level of the minimum wage ought to be ad- 
dressed.” 

Then they should go on to the second one, “The two- 
tier delivery system is an impediment to welfare reform,” 
or whatever the committee wants to say, and then have a 
separate bullet for it. You are trying to do too much with 
the bullet points, that is all. Just write the sentences, it is 
much easier. 


The Chair: Yes, this could be simplified in the lan- 
guage if you just said that the committee recommends that 
the minimum wage be raised and that the two-tier delivery 
system for social services should be examined, or some 
form like that. You do not really need to rationalize this 
part. 


Mr Sutherland: “The committee therefore recom- 
mends that the minimum wage should be raised and the 
committee therefore recommends the examination of the 
two-tier delivery system for social services.” 


Mr Elston: I do not mind the thoughts that go behind 
that. The Social Assistance Review Committee was quite 
interested in the level of wage rate, but I am not quite 
prepared—I guess we should go through the whole level 
of things because it does not look to me like there is 
enough onus being placed on government to clean up its 
act. They have talked a little bit about STEP here, they 
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have talked about perhaps indexation, but they have 
really done enough here for government. 

For instance, as my colleague Mr Sutherland just 
what about a recommendation to eliminate a numb¢e 
lower-income-earning Ontarians from paying income 
Mr Nixon has consistently over the years kept raisins 
level and eliminated more people from the lower enc 
the tax obligation scale in Ontario, even though the 
did not do it. I think we ought to see that trend in 
continuing. The package is not complete, and I do not 
to say yes to the first until you know what the whole t 
is going to look like. It is fine the way you express it bi 


Mr Jamison: All right. We want your input and 
discussion on it. If you have recommendations that 
want to put forward to improve upon what we are sa 
here, we will certainly consider them. 


The Chair: Two things. I think I am hearing a con 
sus that the philosophy of what the committee is tryir 
say is there and that what we are grappling for are w 
to express the actions. I have this attempt, “Regulation 
reinforces poverty should be replaced by the introduc 
of legislation that raises the minimum wage and tha 
lows for the examination of the two-tier social sen 
system.” 


Mr Elston: Nice try, but— 


Mrs Sullivan: Are you suggesting, Mr Chairman, 
the number one paragraph on this page be followec 
that? I am just not certain where you are going here. 


The Chair: I am at the will of the committee. ] 
sumed that since we were doing the committee’s obse 
tions and recommendations, that paragraph wouk 
included there and then, “Therefore, the committee rec 
mends that.” I believe that has been the format in the ] 
I think we agree on the philosophy. All we need to ¢ 
agree on the words. Mrs Sullivan. 


Mrs Sullivan: If I could just talk about the kind 
practicalities of the recommendations and inclusion in 
budget, it seems to me that what we are asking fo 
putting recommendations forward is that the Treas 
take these into account in defining and drafting and im 
menting the next budget, so the recommendation shoul 
specific to that budgetary period. 

If the questions, for instance, of income adequacy 
the priority questions to be addressed, then surely the « 
text in which those questions have to be put is the | 
phase of the SARC recommendations, which have t 
accepted by all political parties in the Legislature. 
SARC report has been seen as a positive recommenda 
for change in that area, and perhaps given an introduc 
to the social issues area relating to poverty, the fundan 
tal recommendation should be that the government sh« 
announce in this budget a timetable and funding for im 
mentation of the next phase of SARC recommendation: 


Mr Sutherland: Mr Chairman, that recommenda 
is already there. It is down a little further. 


Mrs Sullivan: Yes, we take that and give it the prior 


Mr Sutherland: If you want to change the orde 
the recommendations— 
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Mrs Sullivan: Because all the other income adequacy 
commendations fit into the next phase of SARC. 
100 

The Chair: Does anybody have any problem with 
1oving that up and doing it the way Mrs Sullivan has 
iggested? 

Mr Hansen: No problem there. Would you do that 
gain so that the researchers can have it? 


Mrs Sullivan: Okay, it would be, “The government 
10uld announce in this budget a timetable for implemen- 
ition and funding of the next phase of the SARC recom- 
lendations.” 

Mr Sutherland: Sorry, I thought you were referring 
) the actual recommendation here which is, “The govern- 
lent should announce a timetable for the implementation 
[SARC recommendations.” 

Mrs Sullivan: What I am saying is, in the context of 
udgetary planning, funding is what the budget is about. 

The Chair: The SARC report does have recommen- 
ations for funding in it. Do you see some fundamental 
ifference between “The government should announce a 
metable for the implementation of the SARC recommen- 
ations” and “The government should announce a time- 
ible for the implementation of the SARC 
commendations”? 

Mr Sutherland: | think it is inherent in “implementa- 
on” that if you are going to implement it, you are going 
) have to provide the funding for it. 

The Chair: Then why are we worrying about that 
ording? 

_ Mr Sutherland: That is why I am wondering why we 
zed that wording. “Implementation” implies that. 

_ Mr Elston: Mr Chairman, just to help Mr Sutherland 
ut, a big deal was made during the last election that too 
iuch had been passed to municipal governments perhaps 
)help fund some of these social reforms. In fact, I know a 
dod number of your colleagues who may not have been 
tite as successful as you are, who tried to make those 
dints very pointedly and said that even though we had 
inounced the plans and expenditures, there was not 
10ugh money coming forward to do it all. We want to be 
sty Clear too. It needs to be consistent. 

Mr Sutherland: | think that issue, though, was dealt 
ith when we dealt with the issue of municipalities and I 
Nn not sure if it is in this group, but there will be recom- 
endations coming forward about that whole issue related 
) provincial-municipal financing and different issues. 

Mr Elston: Of course, you know something that we 
) not. That is why it is difficult for us to— 

The Chair: I agree. As the Chairman— 

Mr Sutherland: It is a separate issue, though, Mr 
lston. 

Mr Elston: Not from social reform. 

The Chair: —I am having a little difficulty. I would 
<e to get this moved along and I do not see that there is a 
g problem with including funding. The SARC report 
es have recommendations for funding and if you are 





going to put in a timetable, the adding or deleting of that 
word is— 

Mr Sutherland: What I suggest is that we agree on 
the concept of moving up that recommendation to the first, 
then maybe we can have a little more discussion early this 
afternoon about the exact wording of that recommenda- 
tion. 


The Chair: I guess we can; I am not saying we can- 
not. I believe my task is to try and move this along. I do 
not want to turn this into a semantics argument about 
where words should be and what words they should be. If 
the basic intent of the recommendation is agreed upon— 


Mr Sutherland: Do we have consensus that we move 
that up and then the other recommendations here come 
after that? 

The Chair: That is my line. 


Mr Sutherland: Sorry, I was just trying to help facili- 
tate the process, Mr Chairman. 


Mr Elston: For the purposes of discussion and for 
putting this thing together, let us go ahead and assume that. 
My problem is this: You ask me to approve that and say a 
little later you disagree with the whole package, yet you 
approved of it before, why did you change your mind? 
Then I cannot feel comfortable with your assurance that 
my concern here will be dealt with because you are think- 
ing about doing something in another package of items to 
come forward. Do you see what I mean? But for the pur- 
poses of discussion and construction, let us just move 
ahead. 

The Chair: I agree with that and I also would say that 
once the whole report is put together we should try and 
have some time to revisit the whole thing just to make sure 
that it is in the context that everybody feels comfortable 
with. Would that satisfy you? 

Mr Sutherland: Sure. 

Mr Elston: Take a look at it at some future point. 


Mr Phillips: Maybe I am changing the subject, but on 
the minimum wage now, have we dealt with that? 

The Chair: I believe we have consensus to move that 
up, yes. 

Mr Phillips: I think we probably all could agree that 
the minimum wage should be raised, because it is raised 
every year. But then if you get into a debate, “What did 
you mean? What did they mean?” I think the challenge 
here is that any analysis that I saw done says there is a 
major job impact if you take the minimum wage up. 

I guess you have already announced what you are 
going to do with it, but if it just says the minimum wage 
should be raised, then when someone says, “What did you 
mean?” I think I mean what would be consistent with a 
reasonable economic impact study. What you will mean is 
the 60% of the industrial wage that you have committed to, 
I think. So if it is as vague as that and each of us can have 
our own interpretation of it, that is what I would be saying. 

If the minimum wage should be raised and the implica- 
tion is to your policy, then I would say there is no way we 
could agree to that, because we have put a different inter- 
pretation on the minimum wage and it is jobs, jobs, jobs. 
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So if that were to stay in and implied that it meant your 
60%, I think we would have to be looking at something 
that says, “Consistent with ongoing economic analysis of 
the economic impact studies of the implications of the 
raises.” I am saying if this stays in there as vague as that, I 
do not think anybody could argue, because I think when 
we were in, we took it up every year. 


Mr Hansen: So you agree with the statement that the 
minimum wage should be raised? 


Mr Phillips: Yes. Then if someone said, “What did 
the committee mean by that?” I would say the committee 
was Silent on what we meant. If it meant that the commit- 
tee agrees with the NDP policy, I would say we would not 
be supportive of it. 


Mr Elston: We would have to say it was a majority 
view. 


The Chair: What I am hearing is to leave it like that; 
no, not leave it like that. Mrs Sullivan, do you want it more 
clearly defined with, “The minimum wage should be 
raised”? 


Mr Phillips: As long as you realize that our interpre- 
tation would be as it is done every year and consistent with 
economic analysis. If you say, “Well, we have our policy 
on that and that is what it meant,” then we will be much 
more specific. 


Mr Hansen: We agree with that. 


Mr Elston: Could I just raise a question about the 
preamble, the sentence that talks about, “The committee is 
disturbed by the lack of adequate levels of social assis- 
tance benefits to those in need.” The first clause of the next 
sentence, “Although the present economic reality may not 
allow for significant expenditure increases in many areas,” 
whence does that come? 

Is there some compromise of our sense that social as- 
sistance benefits are not quite right and so, as long as there 
is some economic uncertainty, we allow those to stay, or 
are we committed to the idea that was expressed in the first 
sentence? Can you just take that thing right out and say the 
committee feels that it must stress the importance of deal- 
ing with the overall structural causes of poverty, just elimi- 
nate the economic thing. 


Mr Jamison: Not really. 
Mr Elston: Why? 


Mr Jamison: Because this committee has to recog- 
nize the time and space that we are in as far as the eco- 
nomics of the province are concerned. If we just ignore 
that altogether, we are not giving a picture at all of our 
thoughts. 


Mr Elston: How can you make that judgement when 
we do not have anything that tells us what the real revenue 
forecasts are all about? We do not know yet what the— 


Mr Jamison: | think the Treasurer made it fairly clear 
on Wednesday that it looked like we were going to be into 
deficit budgeting. That is a clear indication in itself. 


Mr Elston: So as a caucus are you comfortable with 
the position that as long as the Treasurer says, “There is a 


deficit and I am not prepared to change the struct 
causes of poverty,” you would stay at that? 


Mr Jamison: It is a fact that you have to take | 
consideration when you are making your recommen 
tions. These recommendations go forward and are ba 
on the government’s fiscal ability. 


Mr Elston: So you would say this fiscal outlook 
going to cause your caucus to withdraw from your cc 
mitment to changing the structure around poverty. 


Mr Sutherland: That is not how I interpret wha 
there. 


Mr Elston: That is what that sentence does for us. 


Mr Sutherland: I think that is your interpretatiot 
would suggest that is not our interpretation. 


Mr Elston: These are the first weasel words t 
allow you to soften up the readers of the report to 
Treasurer backing away from your philosophical positia 
That is why this sentence is in there. It allows you 
soften up so Floyd can say, “Even the committee of 
Legislature recognized I have some fiscal problems, 
they didn’t recommend I do anything right away.” 


Mr Sutherland: If you look at the last part of | 
sentence which says, “The committee feels it must str 
the importance of dealing with the overall structural cau 
of poverty,” to me that is a very strong commitment. T 
is not backing away from the issue. 
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Mr Elston: It would be even stronger if you just eli 
inated that first weasel-word clause. 


Mr Sutherland: I do not think the term “wea 
word” is appropriate in this case. 


Mr Elston: That is what it allows. 


The Chair: Under the rules, I do not think that is o 
of the forbidden words. 


Mr Elston: Everybody understands what that meat 
You are trying to have it both ways by that sentence. No 
either you are committed to it or you are not. If you we 
this report to allow Floyd to back away from some of t 
stuff you campaigned on, that is okay, but you ought tos 
it directly. 


Mr Sutherland: Mr Elston, you are proposing 
eliminate all the way up to the comma. Is that what youa 
suggesting? 

Mr Elston: Sure. Either you believe it or you do n 
Then it is up to the Treasurer to make the decision. 


Mr Sutherland: Leave it until later. 


Mr Elston: Right? That is what SARC is all abot 
dealing with the underlying causes. How can we endor 
SARC, which is supposed to deal with the structural natu 
of the poverty cases, and then say, “Although the ec 
nomic reality may not allow”? 


Mr Phillips: Maybe we should say the Ontario go 
ernment has reacted to predictions of an economic slov 
down by dropping its liberal pretence and showing its tr 
conservative nature. 
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The Chair: I do not think we are going to get a con- 
nsus on that. 


Mr Phillips: That is what he said last year. That is the 
DP report from last year. I just thought maybe you would 
ant to restate that. 


Mr Sutherland: Mr Chair, it would seem that there is 
proposal put forward. May I suggest for the purpose of 
ogressing here on some of the other recommendations 
at we come back to that this afternoon. 


Mr Elston: Do you want it in or do you not? You can 
cide that now, can you not? What are you going to do 
th that? 

Mr Jamison: It is a report on finance and economics. 

; far as I am concerned, that is a reality that we are now 
‘ing. 
Mrs Sullivan: Budget-making is making choices and 
e of the things that this whole area related to poverty has 
en addressing so far is the choice of addressing the inad- 
uacies of incomes. If the committee in a consensus posi- 
m believes that it must stress the importance of dealing 
th the overall structural causes of poverty, that is what 
ould be there. That is what should be the lead-in, without 
yrds that in fact weaken that position. 


Mr Sutherland: If you look at the last few words 
lere it says “increases in many areas,” that is just high- 
hting that we are in difficult economic times and some 
*aS may not be getting what they say they want. Then if 
u continue on to see what it says, I think it is emphasiz- 
: the fact that this committee wants to deal with these 
ues of poverty. 


Mr Elston: Listen, you guys are anticipating that 
dyd is not going to go as quickly with SARC as some of 
} groups want to. That is what that whole thing is about. 
e people who helped you write this have that precisely 
hand, because, listen, we know what happens. David has 
ked with Floyd; he is just a parliamentary assistant. You 
ys have been in touch at least with David, if not also 
th Floyd, and Floyd says: “Listen, we can’t do every- 
ng we want to do. Soften this thing off so that I have 
ne room for manoeuvring.” 


Mr Sutherland: That is Mr Elston’s interpretation 
iI would suggest it is not everyone’s interpretation. 

Mrs Sullivan: In that case, and if that is not the case, 
nI do not see why the members of the committee can- 
. do what in fact appears to be the consensus. Leave out 
weasel words and in fact include latterly the commit- 
nt to a recommendation from this committee that the 
vasurer include the funding and the timetable for the 
ct phase of SARC. That is the question. Those are the 
dices the Treasurer has to make. If we want to go ahead 
a consensus of this committee with providing income 
‘quacy, those are the next steps and those are the fund- 
requirements. 

Mr Sutherland: I think it was stated earlier that we 
uld consider this and get back on that specific proposal 
forward by the other members. 

The Chair: I would like to point out that we are a day 
|a half from having this done, signed, sealed and deliv- 














ered to the researchers. If we continue to put all these 
things off until later on, we will never get through this. I 
would really like to see, when this comes back this after- 
noon, that we know exactly where we are going with this 
and what is going to happen. 


Mr Sutherland: We are well aware of the time con- 


straints placed on this committee and the issue will be 
dealt with. 


Mr Phillips: It may be helpful to the government, you 
may find it useful just to re-read your report from last year, 
because it kind of makes the case we are trying to make to 
you in terms of I think you were quite strong last year 
saying that, “The Liberal government is now spreading the 
message that 1990 will be a year of financial restraint,” 
etc. We see some—lI guess a strong word would be “hy- 
pocrisy”—in this thing. 

The Chair: You cannot use that word; I know that. 

Mr Phillips: Okay, “inconsistency.” 

The Chair: Mr Elston pointed that out to me. 


Mr Elston: He did not actually use it; he just said he 
saw it. He was remarking that it was available for viewing. 


The Chair: I saw that too. Can we move along on this 
to get consensus on the rest of the recommendations for 
this section? 


Mr Elston: Basically I noticed that, as this was con- 
structed, I read the whole thing as a package. I notice there 
is a repetition of about three or four ideas on the two 
pages. I do not know whether it was to make sure you did 
not miss them or if there was a particular style of construc- 
tion that required you to repeat at least a couple of these. 
We have, “The government should improve STEP by en- 
abling recipients to keep a greater percentage of the in- 
come they earn.” That is on page 1. On page 2, “The 
government should improve STEP by enabling recipients 
to keep a greater percentage of the income they earn.” I am 
not sure exactly what you want to do with that. 


Mr Sutherland: I think that was just a question of, in 
the process of developing, a couple of recommendations 
came from different areas. 


Mr Elston: Okay. Then, “The government should 
consider that income adequacy is essential to ensure wel- 
fare reform.” Then it continues on the second page. If we 
speak only to the issue of implementing SARC, it speaks 
both to dealing with the institutionalized barriers to elimi- 
nation of poverty and a whole series of other things. You 
can say the same thing by very simple words, or at least 
very simple sentences, rather than trying to construct 
something that is more complex than it needs to be. 


Mr Sutherland: I think we will take under advise- 
ment your vast experience in these areas on helping with 
these committees. 

Mr Elston: Oh, I have no experience in the last five 
years in helping with these committees. It just means that 
it becomes simpler. If we say, for instance, “SARC,” what 
does that entail? Most of the people who are interested in 
this document—Treasury, Comsoc people, Health, any- 
body who is interested in the advocacy field, people who 
are recipients, all those people—even Conrad Black for 
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different reasons, but still is interested—and when you say 
move to the second stage to deal with those barriers, then 
that is understood at least and you do not have to repeat. 
You might want to do something. The STEP thing is an 
important issue I think in the sense that you are saying, 
“Change the way it’s set up.” 


The Chair: Do we have a consensus on that one? 
Okay. 

Mrs Sullivan: If we are sort of moving ahead on 
things that are here in terms of recommendations, I would 
certainly like to see added two committee recommenda- 
tions. The recommendation from the committee that addi- 
tional low-income earners be removed from income tax 
rolls, I think it is a continuation of a policy that has existed 
over a period of time and in fact provides equity and fair- 
ness to low-income earners. I think that should be a recom- 
mendation. 

I am also quite sceptical about including as a recom- 
mendation from the committee the recommendation relat- 
ing to the guaranteed loan plan. We have had one group 
that appeared before us that talked about its experiences 
through a privately funded, non-profit organization that 
had some success there. I am not sure that we would have 
a consensus as to whether that kind of a program ought to 
be taken over by government or whether we ought to ex- 
pect the private sector to continue with those kinds of 
initiatives. 

Second, whether— 

The Chair: Could we deal with these just one at a 
time? 

Mrs Sullivan: But it is in the same context. 

The Chair: All right. 


Mrs Sullivan: Second, the question of providing a 
guaranteed loan program, perhaps reviewing, but I would 
think that would be the least of the recommendations that 
ought to be included when we are addressing questions of 
income adequacy. 


Mr Sutherland: Would you support the idea of just 
having some more examination of that type of system, the 
guaranteed loan program for business development? 

Mrs Sullivan: It seems to me if the question is in- 
come adequacy, SARC and the income tax rolls have a far, 
far higher priority. 

The Chair: There are two things there. One is the 
removal of or changing the income tax. 

Mr Hansen: The bracket. 

The Chair: The bracket. No problem with that? 

Mr Hansen: No problem with that. 

The Chair: Okay, we will include that. I have consen- 
sus on altering the income bracket. Could I have some 
wording on that? How would you want to word that on the 
income? 

Mrs Sullivan: On income tax? 

The Chair: Yes. 


Mrs Sullivan: “The committee recommends that the 
Treasurer remove additional low-income earners from the 
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income tax rolls following the pattern of the previous 
years of budgeting.” 


The Chair: “Should remove”? 
Mrs Sullivan: No, “remove.” 


The Chair: Okay, that has a consensus, so we 
going to move along from that. The next one is the gua 
teed loan. Do we have consensus on that? To remove 
leave it in? I thought we were leaving it in. Did I mi 
derstand? 


Mr Elston: I certainly did. I thought Barbara was 
gesting that it be out. 


The Chair: I have missed something here. Could 
review what you said about that? 


Mrs Sullivan: I am not keen on it. I think in term 
income adequacy, it does not fit. 


The Chair: Would you see this as being rec 
mended somewhere else in the text? 


Mrs Sullivan: As a budget initiative, no. 


The Chair: Okay. Just from my own recollect 
somebody made a presentation that she had diffic 
cashing her cheques at banks or trust companies, that 
did not have accounts or something, and somebody 
investigating the possibility, some previous governr 
about having identification that would then require bs 
and trust companies to cash those cheques because | 
are government cheques. 

Mr Hansen: The problem was that the cheque 
coming out, it was dated the 30th and people were rec 
ing them on the 27th or 28th. They would not cash tl 
because they were actually dated ahead. 


The Chair: They could go to the Money Mart pe 
and cash them. 


Mr Hansen: Yes. Actually, when it came down t 
the cheque was due on the 30th of the month and they 
received it two days earlier in the mail. 


The Chair: Do we want to make a recommenda 
around that? That is a systemic thing. 


Mr Hansen: I have no recommendation on t 
Whatever the cheque is dated at should be the date. 
cashed. It is going to be up to whoever is sending 
cheque out to date it back two days. 

The Chair: One of the problems though, and I am 
throwing this out for discussion, is that they had diffic 
sometimes cashing the cheques even in the banks beca 
they did not have the proper identification. 


Mr Elston: Generally the person is supposed to cai 
cheque at any financial institution. If you do not have 
account or if the cheque is not drawn on your own bra! 
that is— 


The Chair: Then they would go to the Money h 
and they would wind up having to pay a surcharge ont 
a discount. Is that something this committee might war 
recommend having something done about? 

Mr Elston: To the Treasurer? 

Mrs Sullivan: It is not a budget decision. 

The Chair: No? Okay. 
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Mr Jamison: We would ask for a short recess, 10 
nutes, at this point. 


Mr Phillips: Did something happen we did not see 
re? 

Mr Jamison: No, it did not. This is of course our 
tial draft and certainly it is there for discussion, But we 
ve some concerns for the committee at this point and we 
yuld like 10 minutes to address them for the committee. 


The Chair: Sure. 
The committee recessed at 1125. 


43 


The Chair: Since we have had this break, where are 
» going now? 


Mr Hansen: Do you think we could on to housing? 


Mr Elston: I am quite agreeable. I did not know what 
» were about to hear, so I am happy to go wherever. 


Mr Hansen: There was not anything unusual. 


Mr Elston: I thought it was in relation to social mate- 
] that you wanted to have a talk. 


Mr Hansen: No. That is why it was so abrupt and 
ick. 
‘Mr Sutherland: The points that you have brought up, 
, will come back to this afternoon and try to deal with 
m more specifically then. 


The Chair: Housing. That is page 21 as well. We will 
€ a minute to read the preamble. 


‘Mrs Sullivan: I do not see any budget recommenda- 
ns here. What I see are some comments, but in terms of 
dget recommendations to the Treasurer on which fiscal 
1d financial decisions can be made, I do not see recom- 
ndations on which his decisions could be based. I 
uld suggest that if the committee is to have legitimacy it 
ght to become far more specific, including perhaps re- 
cting the government party’s promise to the people that 
yould construct 20,000 non-profit units a year and talk 
jut some other aspects of the housing question which 
ve been raised in this committee. 

also look in the housing documentation that the gov- 
iment party has raised suggesting 10.5% mortgages, a 
rtgage fund, availability and so on, other recommenda- 
ns that came from groups from the non-profit and co-op 
mmunities that were very significant and right before 
committee. All I see here is something that the Trea- 
er could make no decisions on. Antidiscrimination poli- 
S are not budgetary decisions, and I just do not 
lerstand. Once again, what I see here is the waffling. 


Mr Sutherland: If I may, just before we continue, I 
ieve the reason is—and apologies for that—if you re- 
mber when the draft report was being drawn and we 
te talking about the sections under housing, a great deal 
those issues came under the topics of construction. 
dseé recommendations for those areas will be coming 
ward when those recommendations under that area are 
ught to you this afternoon. Okay. 


Mrs Sullivan: Then perhaps we should go on to an- 
er topic. 








Mr Elston: Our committee should just sort of wait till 
this afternoon. We have only got another 10 minutes or so 
this morning. I mean, can we make progress with the next 
section? I looked over these things quickly yesterday. As 
you know, I am not as into these presentations as some of 
you, because I did not hear the presentations actually, so I 
looked at the recommendations. But for instance, housing 
was a $900,000 request basically from the Victorian Order 
of Nurses with respect to home-sharing programs operat- 
ing under VON, and there is an amount for—what is the 
name of the program?—Let’s Build Ontario or something. 
Those types of programs are fascinating for more than one 
reason. One is, of course, that it supplies housing, which 
we all want people to have. Second of all, there are jobs 
and other fiscal and economic advantages put forward as 
part of the rationale for their being in recommendations to 
the Treasurer. 

It seems to me that it would be of some merit for us to 
maybe debate or at least talk about some of those types of 
programs, not saying we will do them all but to say, “Lis- 
ten, Treasurer, there are at least a menu of items that have 
come forward that have merit because they include em- 
ployment plus the development of housing.” 

Mr Sutherland: Maybe we should, and that is a pos- 
sibility of doing that. We could probably get the next two 
topics done at least before we adjourn for lunch. 

Mr Elston: Okay. 
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Mrs Sullivan: There is a section on disabled. I as- 
sume that is one of the topics we will be coming back to, 
or has that been included as the end of the social issues? 

Mr Sutherland: I believe if you look on some of the 
things that you commented on that were in there twice, on 
page 2 of the document that was put forward, it does deal 
with some of the disabled issues. 

Mrs Sullivan: What I am asking is if you intend to 
come back to those or if you feel that our discussion on 
social issues has covered that entire topic area. 

Mr Sutherland: If you feel those recommendations 
are Satisfactory, then I would suggest that we— 


Mrs Sullivan: We have not had a discussion on those 
pages. 

Mr Sutherland: Okay. So you would like to have 
some discussion on them. 


Mrs Sullivan: Yes. 


The Chair: Can we do these two observations and 
recommendations for the immigration? We can wrap this 
and we will have lunch and we will come back. 


Mrs Sullivan: Once again, I do not see a recommen- 
dation here that would enable the Treasurer to respond in 
fiscal and financial terms, which are the context of budget- 
making. It seems to me that if the committee is going to 
make recommendations relating to programs surrounding 
the integration of immigrants into the community, the rec- 
ommendations relating to the budget have to be phrased in 
financial terms. Therefore, the kind of wording that ought 
to be here would include such things as, “The government 
of Ontario should pursue additional agreements with 
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Ottawa and fund in the next budget its own commitment to 
ensure the range of settlement services” and perhaps even 
put a commitment funding level in. Without the recom- 
mendations from the committee of financial involvement, 
there is no recommendation for budgetary action. 


Mr Sutherland: I would disagree. What is stated 
there advised that if you are going to negotiate an agree- 
ment, I would suggest that is going to be a joint agreement 
between the province and the federal government and 
would imply that there would be funding from both par- 
ties. It would seem evident to me that that is implied in the 
statements there—that if you are going to have an agree- 
ment, both parties are going to be part of that and both of 
them are going to have to pay the cost of that, and I think 
that is very clear in both those. 


Mr Elston: I know that theoretically that is true. The 
practical workings of dealing with the federal authorities is 
that the Treasurer will not allocate money on the basis of 
perhaps coming to a successful conclusion and agreement 
with Ottawa. He will say to the people from Community 
and Social Services or whoever goes to negotiate: “You 
come back. You tell me what you have, because my friend 
Michael Wilson has told me they ain’t got nothing in their 
budget for this year. It will have to be next year.” So there 
is nothing there. He will just say: “Well, nice idea. We will 
both send those people away and I am not going to budget 
for it.” 

I think that what we have to be sure of right here is that 
we make a specific point, a recommendation—we wres- 
tled with this ourselves—a specific recommendation to the 
Treasurer that this government pursue fiscal ways of as- 
sisting people who are coming to Ontario for the first time 
from other countries to settle, to find a home here, and to 
help them access services that they need. 

I think that we cannot manage the Ottawa thing and we 
know what the pressures are in Ottawa in the sense of 
where we think they are going. We have to make the point 
to the Treasurer. Those people who come here as immi- 
grants need our help and are required to be helped. I know 
that when we dealt with the immigrant settlement issue, 
Ottawa just said, “We don’t care.” In fact, Barbara McD- 
ougall, I think, even made it clear this fall again that she 
was not going to pay any part of the cost of settlement of 
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immigrants. She was not going to pay for any of the 
cation. Even though one of your ministers at the tir 
guess that is Marion Boyd, said we should get some | 
from Ottawa, Barbara McDougall basically said, “D 
count on it.” 

If we are going to make a recommendation that the 
help required, then maybe we should make that staten 
first and clearly indicate that it is our recommendation 
something be done fiscally to assist the organizations 
vide settlement help for immigrants. 


Mr Sutherland: So you would prefer somethin; 
the effect that the government of Ontario should ensur 
adequate range of services. 


Mr Elston: From a constitutional point of view, 
federal people will say: “You have to make sure tl 
people are settled here. They are landed immigrants. T 
have status which requires you to respond to the edt 
tional and social needs of these people.” 

The other problem, which is a real one—you probs 
did not hear anything in terms of the presentations mad 
was the hesitance that Ottawa has in granting the pec 
who come here as refugees work permit status. That 
real problem that I know about from our own pract 
experience. I do not know if anybody talked about it h 
I would be so bold as to recommend that the Treasure 
consultation with the Minister of Community and So 
Services take upon themselves to ensure that work ) 
available for immigrants, whether or not Ottawa alloy 
them to pursue work permits here. That is a big issu 
terms of the consumption of social dollars in helping f 
ple who could work but who are prevented from work 
deal with their poverty issues. 

We have wrestled with this with Ottawa for a whil 
am prepared to be much more aggressive about it « 
would prefer to be much more aggressive about it t 
because I know the inertia that is attached to this issu 
federal-provincial relationships. 

The Chair: We have three minutes left. Can we 
journ and come back this afternoon? What time would ' 
like to be back? Two 0’clock? Okay, we are adjourned 
2 0’clock. 


The committee recessed at 1157. 
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AFTERNOON SITTING 


The committee resumed at 1416 in committee room 2. 


The Chair: Mr Christopherson, would you lead the 
jay please? 

Mr Christopherson: I do not know about that, but I 
“ill talk first. 

I understand from my colleagues that this morning 
were were some changes made that were agreed to and 
ere were other changes suggested by the opposition that 
ere taken under advisement. In the reworked document 
jat has been circulated with today’s date and timed 1:30 
m, some of those changes have been incorporated. If I 
an, just to bring me up to speed, I believe the first para- 
raph is not a problem. 

Mr Phillips: On the first page? Actually, it is a problem. 

Mr Christopherson: Is it? 


Mr Phillips: Yes. I think our concern was that al- 
lough the present economic reality may not allow it—we 
re in the area, I think, of poverty. I am not sure of the 
eading. Is it “Poverty” that this fits under? I cannot quite 
member the report now. 

Mrs Sullivan: Yes, we are. 

Mr Phillips: I think you are signalling that in this area 
lings that might have been said in the past—and I have 
uoted last year’s document, the minority report around 
ow you reacted to government— 

Mr Christopherson: I am glad to see you use at least 
ne other document besides the one. 

Mr Phillips: In any event, it kind of jumps off the 
age as—“weasel” was the term used, particularly as this 
the first time we have seen this phrase. “Hypocrisy” was 
le word we could not use, but it might be seen, relative to 
le previous words, as unusual. So I think we were sug- 
esting that we simply say “disturbed by the lack of” and 
he committee feels it must stress the importance of deal- 
ig with the overall structure and causes of poverty,” and 
Ot single out poverty as an area where we are not pre- 
ared to make significant expenditure increases. 

_ Mr Christopherson: That concern was brought to our 
dllective attention. In an attempt to be as accommodating 
3 possible, if there is a desire on your part and that of your 
‘leagues that that particular clause appear somewhere 
se in the document— 

_ Mrs Sullivan: How about never? 

Mr Christopherson: No, I am saying that is our re- 
,onse to that. We are prepared to do that. 

Mr Elston: Our desire was that it not appear, so how 
in you give us an option of choosing that? 

Mr Christopherson: Because in terms of what we are 
‘epared to accept in our position, that is what we are 
wn to. 

Mr Elston: Basically, then what you should be saying 
that you are not prepared to have it removed. Do not say 
e have the option of putting it someplace else. 

Mr Christopherson: Well, You do. 





Mr Elston: That is not an option. 
Mr Christopherson: That is your choice. 


Mr Elston: David, that is not true. We said the thing 
should be removed. 


Mrs Sullivan: Just to summarize the point of view of 
our caucus, we believe the introduction to this section of 
recommendations from the entire committee should begin 
with, “The committee feels it must stress the importance of 
dealing with the overall structural causes of poverty,” and 
continue from there with specific wording. We are not 
prepared to have those particular words injected in this or 
other sections of the report. 


Mr Christopherson: For the time being, then, that 
remains an unresolved issue. 


The Chair: You can resolve it if it is a motion. Do 
you want it resolved? 


Mr Christopherson: Well, I would like to keep us 
moving along in the areas of agreement as best we can. 
When it comes back to the hard rub and we have to do 
that, then so be it. 


The Chair: Okay. Can we move along, then? 


Mr Christopherson: I believe the only change along 
this line right now is that the recommendations have been 
realigned; the Social Assistance Review Committee one 
was brought to the top. I am not sure exactly how many of 
these were agreed, so I will just read them and we will see 
where we are: 

“The committee therefore recommends that: 

“the government should announce a timetable for im- 
plementation and funding of SARC recommendations.” 

I understand the request for the word “funding” came 
from the opposition and we were comfortable with that. 
We think that is indeed appropriate. 


The Chair: Also, the committee this morning said the 
committee recommends that: “the Treasury remove addi- 
tional low-income tax earners from income tax rolls, fol- 
lowing the practices of the last five years.” That was also 
one of the recommendations from this morning. 


Mr Sutherland: I think that one still had some discus- 
sion, particularly about its wording. 


Mr Christopherson: Next: “The government should 
consider indexation of social assistance rates to the con- 
sumer price index to ensure that rates reflect more ade- 
quately the true cost of living.” 

Hearing, nothing, the next point: “The government 
should improve STEP by enabling recipients to keep a 
greater percentage of the income they earn.” 

Next: “The province should push ahead in the CAP 
negotiations. 

“The government should raise the minimum wage. 

“The government should examine the two-tier delivery 
system for social services.” 


Mrs Sullivan: This particular point is one which was 
going to be left to a discussion of the municipal section of 
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the budget. In our discussions this morning, it was specif- 
ically left out of discussions relating to poverty. It seems to 
me that it fits in here, but we did not address that particular 
issue. There are some matters that my caucus wants to put 
on the table in relation to that recommendation. 


Mr Christopherson: I am unclear on that anyway. 
How are we considering your caucus’s points, positions, in 
terms of process? What is proposed? 


Mr Elston: We generally debate here. This is your 
first cut at stuff, and we have just been joining the debate 
on the items as they are raised. In fact, the ordering here 
came out of some of the discussions we had, I think, and 
are significant. 


Mr Christopherson: So your input at that point rep- 
resents your position, if you will, on these matters. 


Mr Elston: Except, as I said earlier, that we had a real 
concern about the issue around funding. Kimble had 
rightly said that you were saying some things further down 
the track about municipal funding for social services pro- 
grams. We said it was impossible for us, then, to agree 
completely on a particular item until we saw the other half 
of the equation, but that we are prepared, for the purposes 
of getting something down and in written form, to go 
ahead with it. 


Mr Christopherson: Fair enough. Sure. 


Mr Elston: As long as you understand that we are 
giving the checkmarks along the way on the basis that 
there may be something further coming and that the pack- 
age may look much better than the whole, I think you will 
understand about our position. 


Mr Christopherson: That is not a problem. It is a 
two-way street actually, because, quite frankly, especially 
as we are all new at this, we may want to revisit some of 
these ourselves in light of issues you raise, discussions 
here, before the package is finally approved. So I think we 
have a great deal of comfort there? 

On this specific then, Barbara, what were you looking 
for? To have it pulled and reinserted in another area or a 
discussion on that? 


Mrs Sullivan: My point was that because it was, in 
this morning’s discussion, not talked about because it was 
felt by members of your caucus that it fit into a different 
place in the report, under the municipal section, we have 
not addressed this. Indeed, my initial reaction is that this is 
a weak recommendation. If a recommendation goes for- 
ward from the committee, it ought to be that the govern- 
ment should not simply “examine,” but that the 
government should replace the two-tier delivery system 
and fund social assistance from the provincial base. That is 
the recommendation from the SARC committee and that is 
what we think would be appropriate to be included in the 
report, but we have not had that discussion. 


Mr Christopherson: I am hearing from my col- 
leagues around me that in light of that discussion, we do 
not have a problem pulling it from here, reinserting it in 
the proper municipal area, recognizing that there may still 
need to be a thorough discussion, on all our parts, around 


it. We will put that out for now with the intention of re: 
serting. 

“The government should consider that income ac 
quacy is essential to ensure welfare reform.” 


Mr Elston: I do not disagree with this, but it seer 
rather redundant—does it not?—bearing in mind that \ 
are talking about the SARC project, if I can describe it 
that, and it speaks to the issue of income adequacy, as w 
as other items, but certainly the income adequacy and sj 
temic problems around poverty. I do not know that 4 
need to repeat this as a recommendation. It does not ta 
us any place further than what the SARC report or SAF 
project gives us. 

Mr Christopherson: I think the only reason you see 
as a Separate issue is that for many years the whole iss 
of adequacy as the absolute first step was so important th 
we just did not want to drop it and say it is includ 
somewhere. 


Mr Elston: But that is SARC, that is the whole poi 
around the first step in SARC, that we are concerned y 
had not gone far enough for a second step and all that. TI 
first step was taken, as was required by the report, and 
dealt with the initial problem of income adequacy, then t 
second stage was to deal more appropriately with the ad 
quacy question. So I think this is pablum. Nobody di 
agrees with it, but why are we recommending it when t 
SARC report, which we are endorsing for tk 
government’s further implementation, says precisely that. 


Mr Christopherson: We will take a look at it. 


The Chair: Maybe you could take it up in a dissen 
ing opinion attached to the first point. 


Mr Elston: One of the things you do not want to do 
end up having a whole series of worthless clauses in th 
thing. If it is something that goes without saying, do n 
bother saying it. 

Mrs Sullivan: Mr Chairman, I apologize, because 
am just grabbing my notes from the previous discussion 
but our recommendation for the very first bullet point w: 
more specific than the one that is here. This relates to th 
timetable and funding of SARC. Our recommendatic 
was: “the government should announce in the 1991 budg 
a timetable for implementation of funding of the secon 
phase of SARC recommendations.” We have to be mo. 
specific on that recommendation, and we feel it speak 
right to the integrity of introducing the next phase ¢ 
SARC. 


Mr Christopherson: Well, we hear your concert 
and we will look at it again, but I am not sure how muc 
more room we have for movement there. 


Ms Sullivan: Could you explain that? 
Mr Christopherson: Explain that? 
Mrs Sullivan: Yes. 


Mr Christopherson: I said we would review it, cor 
sider what you have said, although I am not sure that w 
have a lot of room for change in our position. 


Mrs Sullivan: I am not certain why. Could you ex 
plain why there would not be room for change? 
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Mr Christopherson: Because we feel that it is fairly 
ar right now, from our point of view. 

Mr Elston: Meaning that you do not want to mention 
cond-phase funding should be provided in the budget, I 
ce it. At least if you had a timetable expressed. Is that no, 
u do not want to have it in, or no, that is not what you 
end? 

Mr Sutherland: No, that is not a correct interpretation. 


Mr Elston: So as a caucus, you are in favour of sec- 
d-phase funding? 

Mr Christopherson: As a caucus, we are in support 
what we have here in front of us right now. 


Mr Elston: No, no, no. That is not the question. You 
: being highly evasive here. All I ask is this: Are you in 
/our— 

Mr Christopherson: Well, I am not on the witness 
nd. 


Mr Elston: —of recommending second-phase fund- 
yin SARC? If you are in favour or it, tell us. If we are in 
rour of it as a group, then we should state it. If you are 
t prepared to go that far, just say you are not prepared to 
ve to second-phase SARC funding. 

30 

Mr Christopherson: I have said very clearly twice, 
d I will say it a third time, that we have heard exactly 
iat you have said and we will consider it in a caucus 
um. I am not prepared to make any changes to this 
thout having a chance to talk to my colleagues, so we 
ll take a look at what you have said. 

Mrs Sullivan: With respect, you have already cau- 
sed, and— 

Mr Christopherson: Mr Chair, please, we are trying 
be as co-operative as possible, and I can appreciate that 
; more experienced veterans may feel that we should 
we through these things a little quicker, but we are mov- 
sas quickly as we possibly can and trying to make the 
ycess— 


Mr Elston: David, we are not trying to do that sort of 
ng at all. Where I get a little bit of frustration is that we 
Te pressed to do second-phase funding of SARC and the 
>asurer, Mr Nixon, had to say no, because we had some 
Yblems. We moved a little bit further, sort of little bit by 
le bit. We had people who came in and said second- 
ase funding should be done, and the report of this com- 
ttee last year was to the point of having certain things 
ommended that the Treasurer could not do. We were 
ited for that, and that is fair game, but that did not 
vent the majority Liberal composition of the committee 
ing ahead and saying, “Listen, we believe that certain 
ngs ought to occur.” 

I know each of you people is in favour of second-phase 
iding. What is so difficult about us as a committee of the 
gislature saying, “We think second-phase funding 
yuld be done’”’? It is up to the Treasurer and your execu- 
2 council members to say, “Things aren’t quite the way 

want them to be, so we’re not going to do what the 
nmittee recommends.” It is not our job to do the execu- 
2 council’s business, and I know all of you are in favour 





of second-phase funding for SARC, so why do we not say 
it? It is not asking much. 

Mr Christopherson: And I have said that we will 
take a look at what you are saying and we will get back to 
you. We are not giving a definitive answer, yes or no, in 
terms of the arguments you are making, Murray. 

Mr Elston: Yes. Okay. 


Mr Phillips: We use the throne speech and the 
Agenda for People as kind of the blueprint that we assume 
the province has to fund one way or the other. In the throne 
speech, it does say, “We pledge to continue the reform of 
the Ontario social assistance system.” We are using that—I 
am repeating myself—as the blueprint that somehow or 
other this is what the government is going to do, and the 
finances of the province are going to have to accommodate 
it. That is all. 

The Chair: Can we move along? 


Mr Christopherson: Next: “The government should 
consider that income adequacy”—pardon me, that is the 
one we were going to take a look at also. “The government 
should consider funding as a pilot project the Ontario 
SARC Network—cCorporate Strategies for a period of two 
years.” 


Mr Elston: The presentation, obviously, was highly 
persuasive, but it seems to me—I raised this informally 
before the Chair came in—that when you have choices to 
make with respect to funding, and your choices are provid- 
ing assistance at various levels of adequacy and you are 
also asked to develop or to give money to the Ontario 
Social Assistance Review Committee Network—Corpo- 
rate Strategies, as you are all in favour of SARC anyway, 
why do you want this group outside of government forging 
ahead to spend government money when it could be ap- 
plied to the STEP program or it could be applied some 
place else? Is this so integral to the government’s planning 
that you would recommend that the Treasurer fund this 
particular item ahead of all other activities? 

Again, I am sorry I did not hear the persuasiveness of 
their argument. It may be that it was so persuasive, but 
remember you have a lot of places where you are not 
going to move, and I am not sure that I, as one committee 
member, would endorse the particular funding of this item 
ahead of everything else. 

Mr Christopherson: Okay. We will look at it. 

Mrs Sullivan: So are you prepared to yank that? 

Mr Christopherson: No. We are going to take a look 
at it. You have raised some interesting points and we will 
consider them. 

Mr Elston: I understood it was privately funded be- 
fore, and if it was privately funded before you do not 
necessarily want to replace that funding source. 


Mr Christopherson: Next on the sheet: “The com- 
mittee was impressed by the comprehensive nature of the 
submissions made on behalf of the disabled community. 
Support for the recommendations made by these groups is 
very Strong. 

“The recommendations made by the committee are as 
follows: 
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“Social assistance reforms should continue. Unless 
changes are made to the principles underlying the system, 
there will continue to be dramatic cost increases without 
corresponding benefits in the lives of individuals with lia- 
bilities. 

“The government should consider extending the assis- 
tive devices program.” 


Mr Elston: On that point, just because there is a com- 
mittee already in existence, it formally exists inside the 
assistive devices branch in the Ministry of Health and ac- 
tually has members of the advocacy community involved 
in it as well. They are doing that actively now and have 
been, over the past—well, for as long as I have been in- 
volved with it. I think they started in the days of the Con- 
servatives when the assistive devices program was first 
funded. 

Asking the government to consider extending is not 
very effective because each budget year the Minister of 
Health will come forward asking for more dollars in that 
regard. “Should consider extending” is not very persuasive 
to me, when they are already doing it. If there was no 
committee even looking at it and there was no possibility 
of extending, I would say fine, this is a good first step. But 
I know it is ongoing all the time because it is an existing 
program, has a history now and in fact I am sure— 


Mr Christopherson: What would you prefer to say? 


Mr Elston: I think if you were suggesting something 
as a committee and you found that there was a deficit of 
funding in a particular area of assistive devices, you might 
recommend, for instance, that the Treasurer consider fund- 
ing X programs in which there was something that was a 
real problem in the community. 

If, for instance, it was a staged program and you found 
that item A was only going to be available in seven years 
at the current rate of phasing or whatever, you might rec- 
ommend that item A be funded immediately or be consid- 
ered for funding this year out of phase or out of sync from 
what had been planned. That has to be very specific in 
these ones because you are not talking solely programs 
that are the responsibility of the Treasurer, but it is basi- 
cally generated through requests for more funding from 
the ministry itself and he is not going to generate a request 
from a ministry on his own although he might be sympa- 
thetic if it generated that request. Do you understand what 
I mean? 


Mr Christopherson: Oh, I hear what you are saying, 
yes. I understand fully. 


Ms M. Ward: A question I would have is, are the 
appeals generally successful from the Ministry of Health 
for the funding? 


Mr Elston: Yes, they have been progressively. I was 
there when we started out a fairly detailed phasing pro- 
gram. The phases tend to get extended now and again, but 
there have been progressive extensions over a period of 
years in line with what had been established as, in my day, 
a much shorter time frame but which has generally ex- 
panded. What the last one was I do not know. I think 
hearing devices were last added, and I could be out of time 
now, but they took longer to get in the field but they came. 


If there were some places that you felt we should be a 
ing an assistive device coverage that is not now in, 
would be more aggressive and probably more to the p 
for recommending to the Treasurer. 


Mrs Sullivan: Just on the same point, I have a pt 
lem with this entire section. I will go back to some of 
things that I was talking about this morning. The budge 
the document that outlines the funding for the princi 
and priorities of a government within a given period 
time to show how that government is going to carry iss 
forward. One of the things that I am concerned about y 
the recommendations that are coming forward is that t 
are very nebulous. They do not put the time frame or 
priority that is being evidenced in other documentation 1 
has come forward, whether it is the throne speech or 
Agenda for People or whatever. The urgency that has b 
addressed in some of those other documents is not 
dressed here in any kind of a selective way. 
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We are not the Treasurer; this committee is not 
Treasurer. The Treasurer can see from this committee 
best advice that is coming forward relating to the imy 
mentation of the principles and ideology that have b 
expressed in other documents. Indeed there may be 
objection from the opposition to the funding of those pt 
ciples and ideology. That is something that the opposit 
has the freedom to do. But if we can come to terms ¥ 
certain of those priorities and funding issues, then I 
come to terms with them. 

What I see here as I look at this section on the disab 
is something that is really problematic, because when 
look at the kinds of groups and agencies that came bef 
us in terms of presentations that were made, they w 
speaking of many of the issues that have been discussed 
the SARC report, that have developed as a result frankly 
changes as new methods of implementation of delive 
programs have been identified, through changes in SAF 
As new issues have been identified, they were clearly 
before us. 

So when I look at “The government should consi 
extending the assistive devices programs,” that was 1 
what we heard. It is not where I had the sense that the 
was a movement of committee opinion on. Extending | 
assistive devices program can mean anything from prov 
ing needles for diabetics to providing some of the thin 
that were being talked about, like extending the prograi 
that included clothing for people who had to use crutche: 

Murray has already talked about the committee tl 
exists that reviews the assistive devices funding and t 
inclusion or exclusion of facilities that are in it and se 
vices that are provided. But in making the recommend 
tion, it seems to me that we should not be saying “shou 
consider extending.” We should be saying “should fu 
specific extension of the assistive devices programs 
these areas.” If those areas relate to programs that w 
assist the disabled to move into the employment comm 
nity, those are things that were addressed that I felt th 
informally there was consensus on. If this thing is going 
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ork, if the committee is to have a legitimacy, it should 
come far more precise. 

I also look down to the home care issue in the same 
japter and I see the word “spouse.” It springs out. I have 
lot of people in my constituency who are delivering 
yme care to the disabled and it is not the spouse only who 
delivering; it may be the son, the daughter, the son-in- 
w. Why are we limiting through a word a recommenda- 
on for funding—remember this is a budget 
commendation that we are making—by limiting it to a 
youse? If we are going to take this recommendation seri- 
isly, we have to address the family member. 

You should know that in the last session of the Legisla- 
re there was a private member’s bill on the floor of the 
egislature—as I recall, it was defeated—on this very 
sue. Great debate surrounded it. I cannot remember— 
sthaps the clerk could see where the votes came—but 
ere was certainly concern raised in that debate relating to 
e caps on the system, the policing of the system, taking 
lvantage of the system if that home care to the disabled is 
fact compensated through government. In my riding it is 
-aproblem; in lots of other ridings it is a problem. 

The question is, how does government come to terms 
id what do we request of the Treasurer in saying: “Will 
ju fund X? Will you fund a pilot project? Will you fund 
1 entire program? How are you going to limit it? What is 
e recommendation going to be that is not going to be so 
‘oad-brushed that it simply will not be touched?” I guess 
at is where I am coming from. 

The other question in the last paragraph is, “The gov- 
nment should investigate the issue of overprescription of 
ugs to the disabled.” This was a matter that was raised 
y a group. I concur that it is an issue but it is not a 
idgetary issue. It goes right back to questions relating to 
e direction of the health professionals in monitoring 
lestions of prescriptive drug uses. I do not see this as a 
idgetary recommendation. 

That is where I am coming from and I think my col- 
agues are coming from the same position. We want to 
¢ specific things and we will be prepared to support very 
vecific measures when they are made specifically in rela- 
mnship to the upcoming budget and when the recommen- 
ition relates to funding decisions that the Treasurer is 
ding to have to come to terms with. Budgets are choices. 


The Chair: Is there any comment? How are we pro- 
eding? 

Mr Christopherson: I think the last thing we touched 
1 was assistive devices, and there was concern surround- 
g “should consider extending” and points raised there. I 
ink that is where we left off. 

Next: “While funding is an important issue, there may 
: Cost savings if the possibilities for saving money with- 
it hurting individuals are explored. Disabled consumers 
ould be consulted in a more meaningful fashion than the 
inistries of Health and Community and Social Services 
ive done up to now.” 
| Mr Elston: You know, of course, that is a bit of a 
irtisan shot at the costs. You may not have thought of it 
that sense, but that is what that is. We are the party that 





was in charge of Health and Community and Social Ser- 
vices. We did a fair bit of consulting, but that says, “No, 
you didn’t do anything that was real,” and I regret that. It 
may have been a bit of a slip, but I regret that I certainly 
am not able to join with you in supporting that. That is 
enough, of course, for us not to sign the report. 


Mr Christopherson: I think that probably was part of 
Mr Stockwell’s submission to us that came in late last 
night. No, I hear what you are saying and we will certainly 
take a serious look at that. 

You raise an interesting point, though, one that I might 
just expand on. Let me just highlight this. When you talked 
about signing the document—and again we have done the 
usual things and researched this and talked to people and 
checked the previous documents, etc, and I am just going 
to lay it out—as I understand it, what will probably hap- 
pen, and I truly ask you to clarify it for me if I am wrong, 
is that where there can be agreement by all the parties, it is 
so noted, recognizing the fact that, without the Tories here 
at all, that may be impossible, regardless of what your 
caucus and our caucus might agree on. 

Other than that, the report itself, in a majority govern- 
ment Situation, is usually not supported by the opposition 
parties and dissenting opinions and dissenting recommen- 
dations are part and parcel of the overall report. So please 
clarify that for me. When you talk about, “That may be 
enough for us not to sign,” is it your intention? 

Mr Elston: No, I basically said, “Listen, if that was in 
there, I certainly would not endorse it.” It goes that far and 
it may have been more of a figure of speech. I understand 
how those reports are made and the fact that the chairman 
will present on behalf of the committee the result of it. But 
I just said, with respect to that, that you cannot reason- 
ably— 

Mr Christopherson: No, | hear that. I was getting to 
the signing of that in itself. 


The Chair: Given that we have a lack of representa- 
tion from the Conservative Party here, it looks as if, unless 
that changes, there will be no unanimous consent on any- 
thing. 
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Mr Christopherson: We are cognizant of that too. We 
want to be as fair as possible and make these things as 
comfortable for everybody as possible, but it really, really 
hinders us as the majority vote on committee when one of 
the parties has decided not to participate at this point for 
reasons it considers justified. I think that is part of the 
reality that you see as well as we do. 

Moving on then to the next point, there was already a 
comment from Mrs Sullivan, but I will read it again to 
enter it into the record: 

“In many families, a non-disabled spouse acts as both a 
care giver and a wage earner. A rate increase to lessen the 
strain on these families should be considered, if only be- 
cause of the enormous costs spared the health care and 
social services system by the unpaid efforts of such 
couples.” 

There was a point made as to why it is just the spouse. 
That is one comment that I have heard and made note of. 
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Mr Elston: Perhaps what we could do is just change it 
quite quickly and say, “Many family members act as both 
the care giver and the wage earner for disabled family 
members.” That clarifies it quite quickly, I think, and it 
probably covers most everything. 


Mr Christopherson: Yes, that is fine. 


Mr Elston: It is a minor change in terms of the words, 
but an important one. 

Mr Christopherson: We will not get into the legal 
aspect of what is a family member. We will just leave it at 
that. 

Mr Elston: | think it is fairly wide. 

Mr Christopherson: I only know that it is an interest- 
ing point because of the unrelated family members bylaw 
and what happens at the local level, etc. 

Anyway, next point: “The government should investi- 
gate the issue of overprescription of drugs for the dis- 
abled.” The point from Mrs Sullivan has already been that 
her thought is that that is not a budgetary issue and I have 
made note of that. We will take a look at it. 

Next: 

“The social impact of housing on the people of Ontario 
is disturbing to the committee. It is the committee’s re- 
quest that housing be made a priority for the new govern- 
ment. 

“Therefore, the committee recommends that: 

“Housing policies and housing supply programs must 
be addressed from the perspective that housing is a right. 

“Beginning in the 1991-92 fiscal year, the government 
should budget for a non-profit housing program to succeed 
the Homes Now program that would be the start of a con- 
tinuing non-profit housing initiative. 

“Ownership housing developed on government lands 
must initially be affordable and measures should be taken 
to safeguard the long-term affordability of such housing. 

“The government should consider that increased non- 
profit housing allocations will generate significant em- 
ployment in the manufacturing and construction trades 
sectors. Moreover, building during a downturn will result 
in a larger number of units being constructed since costs 
are lower. 

“Antidiscriminatory policy should be mandatory for 
the receipt of funds for non-profit housing projects. Affir- 
mative action policy should be introduced to meet the 
housing needs of ‘disadvantaged’ people.” 

New paragraph: “The committee is in full support of 
assisting newcomers in their— 


Mr Elston: In relation to the housing section, I raised 
the issues around—actually it is a point close to Mrs 
Sullivan’s, but my point this morning was that when you 
take a look at all the series of recommendations that were 
brought forward in our list in this document prepared on 4 
February or 5 February, there was a series of pages of 
fairly specific items that talk about, for instance, in one 
case, the 20,000 non-profit housing units which of course 
jibes with An Agenda for People. 

Then there are other programs—Let’s Build Ontario is 
one I mentioned this morning—and perhaps we should be 
talking about specific items that talk about areas where 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 





there were opportunities in the housing area to affect m 
than just the supply of housing. For instance, it also aff 
the supply of jobs. My sense would be that if there is 
advantage in our recommending anything on housing, 
should try not only to advantage the supply of housing 
also the supply of jobs and work for people in 

province. 


Mr Christopherson: | think that is there, Murray. 
Mr Elston: You think it is here? 


Mr Christopherson: I believe that is in the seco 
last point: “The government should consider increased”. 


Mr Elston: Okay. I realize that it says something g 
erally, but I just said, “Should we not consider some of 
specific program recommendations that have come { 
ward to us rather than just generally saying housing \ 
provide employment?” I was just paraphrasing what I s 
this morning and not listening to what you had read as { 
of that. 

There are so many recommendations. Can we stop 
presentation to the Treasurer on the basis of three or f 
general observations? I guess that is really what I am s 
ing. Is there not any specific recommendation that \ 
brought forward to the committee that would merit inte1 
from us? Because there is a lot of— 


Mr Christopherson: We will take a look at that. 


Mrs Sullivan: I want to go back to the same disc 
sion, I suppose, that we had on the housing issues t 
morning, relating to what it seems to me is a fairly we 
approach to the question of the provision of afforda 
housing, given inclusions in the throne speech, in minis 
tial statements and in the Agenda for People which 
cluded very specific commitments to the construction 
20,000 non-profit housing units a year, to 10.5% mc 
gages, to $1.4 billion in mortgage funds available at | 
government’s long-term cost of borrowing. None of th 
recommendations, platforms, commitments, have been 
dressed in the material that we see before us from { 
government caucus. 

Once again I see a lack of specific recommendatic 
relating to the budget year that this committee should 
putting before the Treasurer. It is the Treasurer’s choice 
determine whether or not the 20,000 units will be part 
his budgetary program, but once again the budget doc 
ment and the integrity of the budget document relate to t 
commitments that have been made. We do not see tl 
kind of very specific recommendation included here in t 
recommendations of the government caucus. 


Mr Christopherson: Next paragraph. 


Mrs Sullivan: Could I just ask, are the governme 
caucus and the parliamentary assistant prepared to cor 
back with more of a specific recommendation? 


Mr Christopherson: We are prepared to consid 
very seriously what you have said, and we will caucus | 
it so that all our members, as you would do, will have 
chance to have some input into any changes that we mig 
agree should be made. I think that really is fair. It is ce 
tainly sincere, and it is the only thing that I can do rig 
now as our spokesperson without having a chance to § 
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ack to my colleagues. I am making notes; so are my 
olleagues. We are listening very carefully to what you are 
aying and will consider it and get back to you with a 
sponse. 

Mr Phillips: On a slightly different matter, I assume 
lat we will be dealing with infrastructure under another 
eading somewhere—“Construction” or—because I think 

lot of housing people said infrastructure is related to 
ousing. I assume that will come in another package of 
commendations. 


Mr Christopherson: We have more recommenda- 
ons coming, so anything here does not mean that it is not 
eing included. It just means we may not have that exact 
cording hammered out yet. 


Mr Phillips: Fine. I just do not want to lose the oppor- 
inity because I think that was—so it will be dealt with 
ack under “Construction” or— 


Mr Christopherson: I cannot specifically tell you 
ymething will or will not appear later, except to say to 
ou that we have still got a fair distance to go, yes, and 
10ther document to present to you. 


Mr Phillips: Okay, because that was a big part of the 
yeech from the throne and the— 
500 

Mr Christopherson: Next paragraph: “The commit- 
e is in full support of assisting newcomers in their efforts 
integrate into the community. After all”—we had a 
ording change there that does not show—‘“much of the 
story of this country”—perhaps I could ask the Liberal 
wucus to note that. It is “much of the history.” 


~ Mr B. Ward: I do not think they heard. 


_ Mr Christopherson: I am assuming they are hanging 
1 our every word, as we are theirs. 

“Therefore, the committee recommends that: 

“The government of Ontario should re-examine its 
inding on settlement and language training services with 
1 attempt at enhancing service. 

“The government of Ontario should actively pursue an 
sreement with Ottawa to ensure that an adequate range of 
ttlement services and language training is provided to 
>wcomers to the province. 

“As the province renegotiates the Ontario agreement 
1 training, efforts should be made to explicitly advance 
€ province’s multicultural strategy. In addition, the 
sreement should recognize and enhance the role of non- 
‘ofit community-based organizations in the face of con- 
quing privatization. 

“The committee was moved by the presentations made 
1 behalf of interval and transition houses. The crisis faced 
1a daily basis by these groups must be addressed imme- 
ately. To avoid action would mean jeopardizing the 
fety and wellbeing of women in this province. 

“The committee recommends that: 

“The funding formula for interval and transition houses 
ould be reviewed with an attempt to institute block fund- 
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“The committee was impressed by the presenters’ at- 
mpts to deal with the issue of the growing costs of the 





provincial health care budget. The committee agrees that 
the competing demands on the health care. budget call for 
more innovative and accountable management. 

“Therefore, the committee recommends that: 

“The government should increase its support to com- 
munity-based models of health care service delivery. 

“The government should initiate community discussion 
around the limitations of health care spending, such that 
direction is provided to politicians, health care profession- 
als and other public decision-makers. 

“The government should consider fairer compensation 
to nurses a priority. 

“Some form of local project stimulation and support is 
needed in Ontario—this fund could be administered 
through a coalition of partners and advisers in conjunction 
with the provincial government, or by a coalition—a 
healthy communities network. 

“The government should examine the role and benefits 
of the pharmaceutical industry in terms of its overall in- 
dustrial strategy. It has a great deal to offer in terms of 
enhanced manufacturing ability, augmented R and D pres- 
ence and international competitiveness.” 


Mr Phillips: It is more in the revised body of the 
paper that I am interested. The reason I raise it now is that 
I still have some concerns about the numbers that I would 
still like the staff to investigate. There is so much paper 
here; it is driving me nuts. 

It started with the 55% of the Health budget, and I 
know I have—it is page 23 of Revision 1. I am not sure 
you want to get into the text of the document today, but I 
just thought we should use the time between now and 
tomorrow to get the numbers. This is “Health,” Revision 1, 
page 23 at the top. These are the Ministry of Treasury and 
Economics numbers. For 1989-90 it shows hospitals at 
43% and this document shows 55%. 


Ms Anderson: I took the numbers from Dr Barkin’s 
presentation where he had 55%. I can see how we can 
reconcile that to the— 


Mr Phillips: Will you? I would like to know that. In 
the document, it says, “There was general agreement 
among presenters that the health care system did not re- 
quire a greater proportion of the provincial budget.” I am 
not sure I heard that. Hospitals said they needed more 
money. Nurses said they needed more money. 


The Chair: No, the nurses said they did not need any 
more money. 


Mr Phillips: The nurses: I guess that is the other 
thing. I think the nurses said that their proportion of the 
budget was 25% and the hospitals said it was 40%. Can we 
go to the authority on this, the Ministry of Health, by 
tomorrow and get the right number? It seems really un- 
usual to me to have two parties bargaining over billions of 
dollars and not knowing within 15% who is right. It is a 
recipe for conflict. 

The reason I raise all this is because there is—not in 
the recommendations—an implication that there is lots of 
money in Health, that it is just redistributing it. So far I 
have talked to every participant in it. They may say it is 
redistributing it, but they need more and somebody else 
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needs less. It is a vicious circle that one goes in and in the 
end I think you are going to find that everybody needs 
more, everybody wants more. 

I would like for tomorrow a reconciliation from the 
Ministry of Treasury and Economics that says hospitals are 
43% and the Ministry of Health that says hospitals are 
55%. Who is right would be interesting. 

Second, the Ontario Hospital Association says hospital 
nurses are, when you include fringe and salary, I think they 
said 40% of the budget and the Ontario Nurses’ Associa- 
tion said 25% of the budget. That is important, at least to 
me, because of the preamble. 


Mr Christopherson: Was there not a gap? They 
talked about $3 billion or $4 billion, a huge dollar figure 
that they said was really— 


The Chair: And the numbers: They also cast asper- 
sions on the number of people who the OHA says worked 
in the hospitals in the different categories of nursing and 
support staff, and they wondered where the—it was some- 
where in the neighbourhood—the OHA said there was X 
number of people working and the nurses came back and 
said that is not possible. 


Mr Phillips: I think, for this committee’s sake, it 
would be very good to know what is the reality there. 


The Chair: I will try my best to have those numbers 
for you tomorrow. 


Mr Phillips: Remember I said, “Can we get the infor- 
mation that was promised to the committee?” The Ministry 
of Health said they could send us their estimates. Remem- 
ber that? “We are working on it.” The Hansard will show 
that. 

Second, we had the questions of Treasury on the very 
first day and it said it would provide the answers to them. 
We are now 25 hours away from a final report, and | 
would really appreciate, personally, those data for 
tomorrow. 


The Chair: We will continue to try to get it. It is an 
ongoing process with us. We are trying to get the informa- 
tion in. I would like to guarantee success. We will do our 
best. 


Mr Christopherson: We are supportive of that. I 
would just say that we would offer our support for the 
Chair that we really can get that information. 


Mr Phillips: Does it not strike all of us as odd that the 
biggest single item on our budget is 34%, and we have one 
part of the government saying we have 55% and another 
part in this graph saying 43%? 

Mr Christopherson: There are a lot of strange things 
you find when you get in the driver’s seat. 


The Chair: Remember, we are new here and we are 
finding a lot of things strange. 


Mr Christopherson: The next paragraph: 

“The committee is very concerned about the continu- 
ing problems facing the agricultural sector. The high inter- 
est rate policy of the federal government, combined with 
consistently low commodity prices throughout the 1980s, 
has forced more farmers out of business and placed an 
added burden on those who have managed to survive. The 


current situation provides little incentive for young farn 
and is undermining the fabric of rural communities. 

“The committee would like to stress the significant 
lationship between the $40-billion-a-year agricultural 
dustry and the health of Ontario’s economy as a whole. 

“Therefore, the committee recommends: 

“The government should fully understand that inte 
rate assistance is vital to farmers. The OFFIRR model y 
vides a good starting point for a detailed discussion of 
design of a financial assistance program. 

“In the absence of core funding from the federal g 
ernment and in the light of assistance programs institu 
by other provinces, Ontario should explore a farm cr 
policy that ensures equitable access to affordable credit. 

“The government should explore joint initiatives y 
the Farm Credit Corporation, provided that the fed 
government is prepared to make a financial commitmen 


Mr Elston: You just talked yourself out of that one. 
The Chair: Would you explain? 


Mr Elston: Farm Credit has become the next thing 
another chartered bank. Most people are just right out 
business in terms of helping farmers the way they used 
and they now ask for application fees virtually. 


The Chair: Farm Credit? 


Mr Elston: Farm Credit. the federals really in a y 
did not do very much work on the farm credit end 
things. They have a structure now that really has straye 
long way away from helping the farm owner who used 
go to them as a last resort. They are virtually a charte 
bank in a lot their lending practices. That is probably be: 
a little bit harsh, but I tend to see that. I tend to feel t 
way about it when I see the change in mandate of Fa 
Credit. 

“Provided that the federal government is prepared 
make a financial commitment.” It is a nowhere recomm 
dation because you know darn well that the feds are ont 
path where they are just slashing everything. They are p 
pared to give up a whole series of farm support progra 
and farm organizational programs, including supply mé 
agement, if it does them a budgetary service to do so. T! 
is why they are bending over backwards to give aw 
certain things in the GATT discussions if they can. 
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I am concerned. I guess you can put it in. It is 1 
going to hurt to put it in, but it is not going to help ar 
body as soon as you put “provided that the federal govel 
ment is prepared to make a financial commitmen 
because it is not. I think it is as simple as that. 

Mr B. Ward: This federal government. 


Mr Elston: Yes, the current federal government. Y 
are not going to see a new one for another couple of yeé 
anyway, and I know what your preference would be, t 
that is not necessarily a sure thing these days. It may 
that the federal authorities, in any event, will not be able 
do stuff. 


Mrs Sullivan: That is also why the Ontario Feder 
tion of Agriculture recommendations were shaped the w 
they were, because it understands the way the Farm Cre 
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wp works and is looking for specific farm credit initia- 
es in Ontario, as are being done in the Saskatchewan 
d Alberta models, but it is looking for very specific com- 
itments and funding initiatives in Ontario for Ontario. 
ey were not looking for exploring joint initiatives re- 
ed to the FCC. 

Before we leave agriculture, I also have some concerns 
ce again relating to the specific nature of the recommen- 
tion relating to the Ontario family farm interest rate re- 
ction program. It seems to me that the committee ought 
be recommending that an interest rate reduction pro- 
am be included in the next budget. That is where our 
commendation should be. We have heard indications re- 
ing to the targeted nature, and those are decisions that 
> Treasury can make, but the OFFIRR model provided a 
od starting point for discussion. The crisis is now. There 
an urgency on this issue. The interest rate problem is a 
mptom of the longer term farm credit problem. This is a 
atter that has to be looked at with some urgency in the 
xt budget. 

Mr Elston: Having said that about agriculture, can I 
p back, just for a moment, to the health care section? 

As I was rereading your second bullet point, “The gov- 
iment should initiate community discussion around the 
aitations of health care spending,” I got the sense all of a 
dden, as I read that for about the third or so time, that 
mehow it starts to make me think about rationing or 
ngs like that. I do not suspect that is what you intended, 
t if I read or misread that incorrectly myself, knowing 
lere your Organization, your party is on this, that sounds 
e discussion towards saying only so much is going to be 
ailable for people. I think that should be clarified. 

I am not prepared to go into a rationing discussion, nor 
11 prepared to allow the officials at Treasury who might 
e to get into discussion around that, to think that this 
mmittee is suggesting rationing of health care should 
gin. 
| Mr Christopherson: No, I think I can say— 

Mr Elston: Can you work on something that might be 
it a little bit clearer to make sure we get taken away from 
it misinterpretation? 

Mr Christopherson: Along what lines? 


Mr B. Ward: For clarification, could you define what 
u are interpreting as rationing? 

Mr Elston: As soon as you start saying “community 
scussion around limitations of health care spending,” 
ne people have talked about implementing, and in fact 
‘y have implemented, some user fees. They talk about 
plementing user fees in Quebec as an effective way of 
liting people’s access to a health care dollar. I do not 
nt—at least I would not support the recommendation 
it we start talking about those sorts of measures. I will 
| you, there are enough people who could read this that 
y to make it look like this committee was telling the 
zasury, “You should look into having means by which 
ople’s access to the health dollar is restricted.” 

Mr B. Ward: By rationing, you are not saying that we 
ly have so much but that we implement user fees? Is that 
iat your party— 
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Mr Elston: That is just a variation on a theme of re- 
stricting people’s access to health care. Right? People will 
make the argument—a doctor, for instance, came to me 
not that long ago, again knowing my past history and ev- 
erything, saying, “Well, if you just allowed us to charge 
those people $5 or $10 every time they came to us, that 
would keep them away from the office.” Of course, if the 
government ever did that, then people would blame us for 
any problem if there was somebody who did not get 
enough health care, I think understandably. 

This to me is so close to the subtle types of messages I 
got in letters from people during the extra-billing debate 
that I am perhaps more sensitive to the writing of this than 
others might be, but this could be seen to be a clear signal 
that the government wants to put an end to free or univer- 
sal access to health care, and I do not think that is the 
message you want in this; certainly not one that I would 
endorse. 


The Chair: Evelyn was very clear that that is not— 
Mr Elston: I know. 


Mr Christopherson: I think we are open to ensuring 
that you have the comfort level you are looking for, be- 
cause I would not want you not to sign the document. 

The Chair: Have you got a wording that you would 
like to see? 

Mr Elston: If I understood exactly what you are try- 
ing to tell me here in this sentence, that the government 
could initiate community discussions around limitations of 
health care spending—what do you mean there? Are you 
capping it? Are you just saying each person can have ac- 
cess up to a certain level or do they have to pay a fee? I 
know that you probably do not mean those, but what is it 
that you are trying to tell me? 


Mr Hansen: On page 23, the second paragraph, I 
think this is where actually we have come up with this 
particular recommendation. 

“There was general agreement among presenters that 
the health care system did not require a greater proportion 
of the provincial budget but that the money should be 
managed differently. The Ministry of Health indicated that 
they had instituted new steps for improved management of 
health care within the ministry and that better management 
practices are being instituted in the hospitals with, for ex- 
ample, a shift from in-hospital care to more day surgery.” 


Mr Elston: Of course, that has been happening over 
the last seven or eight years, not just with us. But that talks 
about proportion. Remember, when people talk about pro- 
portions, we are talking about maybe 34% of the budget as 
opposed to getting 40% of the budget or something, but 
they do not talk about the fact that it is limited to the 
current level. I think $15.5 billion is this current fiscal 
year’s spending on health care. They do not mean to tell 
you, however, that they want this stopped at $15.5 billion 
from now on. 

It is just the word “limitation.” I read it in the more 
sensitive fashion than you do because when we were dis- 
cussing the extra-billing issue, when we were going out 
and dealing with all of the dissenters—and there were a 
number of them—around that issue, every word that you 
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used had a whole series of connotations that could get, in 
those days, me in trouble. 

The Chair: Could you live with something or could 
the committee live with something— 


Mr Hansen: Is there a word there you want in? 


The Chair; —like “Government should initiate com- 
munity discussions around the maximization of—” 


Mr B. Ward: We will take it under advisement and 
talk about it tonight. We understand where Mr Elston is 
coming from. 


Mr Phillips: Go back to point 3 on page 23. I think I 
would want to see the evidence of that. I think the Ministry 
of Health, when it came in, could not tell us what it 
wanted, so I do not think it would necessarily agree with 
that. The OHA would not agree with it. The doctors would 
not agree with it. 


Mr Elston: This is the greater proportion. 


Mr Phillips: Yes, with the statement “There was gen- 
eral agreement among presenters.” The nurses I think sug- 
gested it, but until I get some idea of the numbers—I just 
think it is on that basis, as you are pointing out, that you 
put that in, ie, that, “Well, money is not the question; it is 
divvying it up properly”’—I am having real difficulty in 
buying in to that. 

As I say, if you remember when the minister was here, 
I was asking, “How much money do we need to accom- 
plish your objectives?” “Well, we are working on that. We 
will try to give you estimates” and what not. So I think Mr 
Elston has his finger on a key issue. If, by agreeing to that 
wording, we are agreeing that the money is fine, it is just 
the allocation, I think we are going to be fooling ourselves, 
personally. 

One other way out is, there is the Premier’s Council on 
about three things—health, wellbeing and social stuff— 
and whether it should not be that this encourages that 
council to continue its discussions around the most effec- 
tive use of the health care dollar, because that is really its 
mandate, I think, what is right there. So maybe under ad- 
visement you would consider that. 
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I think what the government members are looking for 
is some way to have broad consultation on how to allocate, 
how the dollars will be spent. I am just saying you have 
that vehicle in place now. It used to be called the Premier’s 
Council on Health. It is now the Premier’s Council on 
Health and a couple of other things. Rather than initiate 
community discussion around the limitation of the health 
care spending, it should continue its dialogue using the 
vehicle of “to ensure that health care spending”—I do not 
like the word “limitation” because it assumes that, as I said 
before, there is enough money in the system already to 
meet the goals, and I think you are going to find—I will be 
very surprised if you do not find—in the next six months 
that is not going to be the case. To accomplish the goals 
you want, it is going to be very difficult, if not impossible, 
to keep it at the 34% of your budget. 

The Chair: So there are basically these two areas that 
we should revisit. 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 





Mr Christopherson: I am sorry, I had to step o} 
just a moment. The areas to be revisited are in the dr 
in the proposals we are going to make. 


Mr Elston: Both. 


The Chair: Both, page 23, second paragraph, an 
second point. 


Mr Christopherson: And the second bullet al 
am still unclear. Maybe my colleagues are a little c 
now, but I thought it was fairly straightforward. Anc 
was the way it was left? Okay. 


Mr Elston: You are not as concerned then as I an 
the message be that we are suggesting a limit or a cay 
to health care spending? I mean, I am. I think maybe i 
take it under advisement you can reconsider what we 
because that certainly is a long way away from the p 
of your party. You have been a long time in favo 
making sure that universal health care exists, and it 
are concerned about a discussion in the community ; 
limiting health care spending, that is a remarkable ct 
of status for your organization. 


Mr Christopherson: I think any expression of di 
sion in the province along the lines of the increasing h 
care costs is not to be considered surprising by anyc 
did not see this, in my mind, as being any kind of at 
man, but we have heard what you have said and we 
take a look at it. If it needs to be clarified, we will. 


Mr Elston: My experience, though, is that ther 
organizations that will say that this government’s ste 
to look at limiting health care spending is a flag whict 
sound a rallying cry for a lot of people, when I do not. 
that is where you are at, or at least I would be dog 
surprised if that is where you are at. 


Mr Christopherson: We will take a look at it. 


Mr Elston: Sometimes when you get to Treasury 
you start talking the language that is talked internal 
the Treasury organization, you quickly become harde 
guess to the words. But the community advocates in 
ticular positions see those words and they hear ther 
they respond to them, and I do not think you need 
struggle at the moment with everything else happening 


Mr Christopherson: Okay, let’s be clear. Ther 
many of us, although we are green provincial politic 
who have spent a good number of years on city an 
gional councils and understand the responsibility of f 
ing progressive legislation and still working with Tre< 
people in trying to have good budgets and be able to | 
the people, so I am not quite as frightened about our v 
as you are. 


Mr Elston: That is not what I was frightened al 
Your virtue is the least of my worries. You look after 
virtue; I will look after mine. It is just that I do not: 
this document to say something that is a long way < 
from where you know your organization is. 


Mr Christopherson: I appreciate truly your con 
for ensuring that we do not send out mixed messages. 


The Chair: | think the last page here, where we— 
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Mr Christopherson: I think we have completed this 
cument, as I understand it, because the last thing I have 
2 a number of notes I took after listening to Mrs Sulli- 
n. So what I would suggest, Mr Chair, with the time 
maining, is that I think perhaps we could look at trying 
tackle the draft that came back to us from the researchers. 

It is our intention, I will tell the Liberal caucus, to have 
r it the balance of our first round of recommendations 
d, when that is completed, as much of the responses to 
1at we have talked about today as we can have ready for 
2 morning session, with every intention obviously of 
rapping everything up by tomorrow afternoon. So if 
sre is agreement, perhaps we could start looking at the 
oort, having thanked the researchers for working around 
2 Clock to provide it to us. 


Mrs Sullivan: Once again, I have to apologize, be- 
use I had to make a phone call to a constituent and 
issed discussion on the interval and transition houses. 
hat I would like to suggest here is, once again, a firmer 
commendation that the 1991 budget for interval and 
insition houses should include block provincial funding, 
ith implementation in the 1991 fiscal year. It captures the 
tent of the recommendation but makes it more specific. 

The Chair: Is there any discussion on that? 


Mr Christopherson: Could you repeat the exact 
yrding so that I have it right, please? 

Mrs Sullivan: The 1991 budget for interval and tran- 
ion houses should include block provincial funding, 
th implementation in the 1991 fiscal year. 

Mr Elston: Is that 1991-92? 

Mrs Sullivan: That is 1991-92. 
Mr Christopherson: So you have backed up to that 
ie then, is that right? 

Mrs Sullivan: Yes. 

Mr Christopherson: We went by it once and I am 
st confirming that it was not something I missed the first 
ne; it is something you revisited and are suggesting that 
ange. 

Mrs Sullivan: I was on the phone. 

Mr Christopherson: Oh, I see. I sure hope the Tories 
'not come in and do that. We will be here until next 
lursday. 

Mr Elston: Trust me, I think they are not coming 
ck. If it looks like they are coming back, I will stand at 
2 door and talk to them. 

Mr B. Ward: Were they here this morning? 

Mr Elston: Briefly. 

Mr Sutherland: We will fill you in. 

Mr Christopherson: There has always been some 
dught that there might ultimately be two parties. I do not 
ow if anybody thought it would be the Liberals blocking 
> Tories at the door, but it might be a different variation. 

Mr Elston: Actually, we put that in the form of a 
-ommendation. 

Mr Christopherson: Mr Chair, the second draft, if 
u will, of the report itself on the pre-budget consultation 
ocess, first page: We are comfortable with that. 





Mrs Sullivan: Sorry, can you just say that again? Oh, 
first page? You are comfortable with the whole thing? 


Mr Christopherson: Yes. 
Mrs Sullivan: Is that what you are saying? 
Mr Christopherson: Yes, it is. 


Mr Elston: I was concerned; it may be correct that 
there was a lack of expression of concern from other re- 
gions of the province—that is, other than Toronto, but we 
did meet in Toronto—and although we had the Association 
of Municipalities of Ontario, which is an umbrella 
group—it speaks in general terms and things—we say, “It 
places limitations on our ability.” It is not stated as— 
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Mr Sutherland: Strongly? 


Mr Elston: —sympathetically to the other areas, | 
think, as I would like to see it done, because it looks as if 
there was a problem on those other areas’ part, if you 
know what I mean. If we had gone to Thunder Bay, I am 
sure we would have had the northwest making presenta- 
tions on northwestern Ontario’s need. If we had been in 
eastern Ontario, there would have been a presentation 
more specifically from eastern Ontario, because I know 
those concerns are out there, and I guess I would just like 
them expressed that we regret that we were unable to hear 
more about the regional needs in the province perhaps. But 
I thought this pointed a finger a little bit at those people 
who did not bother coming to talk to us, if you know what 
I mean. I am sure it was not even intended that way, but 
that is how I read it. 


Mr B. Ward: So soften that up? 


Mr Elston: Yes, be a little more sympathetic to the 
fact that we are in Toronto. 

Mrs Sullivan: Just on the same point, I too do not like 
that particular sentence, because one of the things that we 
have to recognize is that as the capital city of Ontario, a lot 
of the groups and associations who are the umbrella orga- 
nizations representing a point of view locate here. While 
their physical address may be Toronto, Ontario, they will 
be representing people from Sarnia to Ottawa, etc. 

Additionally, in the list of sectors and so on which we 
did not hear adequately from, the tourism sector is one that 
was identified in the Treasury documentation as a sector 
that is facing great change in this economic climate. We 
had one presenter from the amusement sector of that in- 
dustry, and I think that tourism could also be listed as one 
where there were not adequate presentations to the com- 
mittee to come to a judgement. 


Mr Christopherson: I think the points are well taken 
regarding tourism. It is an important one. On the question 
of the greater Toronto area, I think certainly if that is the 
message one might get from that language, let’s change it. 
But let’s recognize too that we made an initial decision that 
we would put funding in the budget, I believe, if we so 
chose to travel to other parts of the province and, for what- 
ever reason, we did not take up that option that we gave 
ourselves. 

Mr Elston: I have no problem with the fact that we 
chose to sit here. Well, maybe I do and maybe I do not, but 
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that is not the important thing. We sat here, and as a result 
we are not just quite as amenable to other people from 
other areas. Perhaps we could just take that whole section 
out and we could say, “The committee wishes to stress that 
although certain sectors and certain areas of the province 
were not represented at the hearings, we still continue to 
believe,” and we can—you know, show that we are not 
just a Toronto-only province. 


Mr Christopherson: No, I think that the emphasis 
should be on the fact that we did not facilitate that in some 
fashion. 


Mr Elston: I do not know that you necessarily have to 
do that. I just was trying to save the ire of somebody in 
northwestern Ontario reading this, for instance, saying, 
“Boy, those people have the audacity to say we did not 
come and talk to them.” So I am not pointing fingers here, 
other than just to say let’s take that first sentence or that 
“consequently, the lack of expression” sentence out, and 
just say, “The committee wishes to stress that although 
certain sectors and certain areas of the province were not 
here,” and so on. 


Mr Christopherson: Good. We can support if the re- 
searchers want to take a look at that. 


Mr Elston: Sure, exactly right because I think that is 
quite clear. 


Mr B. Ward: Add tourism, right? 
Mr Elston: And then you can add tourism, sure. 
Mr Christopherson: Yes. Good idea. 


Mr Hansen: One thing, the subcommittee, when we 
did meet—Mr Kwinter was actually your representative 
there. 


The Chair: Mr Sterling was there for a little while. 


Mr Hansen: He is not here today. But the thing is, we 
did discuss that on meeting in other parts of Ontario. We 
had an open mind that if anyone was wishing for us to 
meet in the north, we were willing to go there. So, it was 
not the point that Toronto was the only meeting point. I 
think that should be sort of expressed in the writings also. 


Mrs Sullivan: Maybe you could just eliminate the 
second and third lines of that paragraph. 


The Chair: We did have representation from Sault Ste 
Marie and from Ottawa in various groups, and Windsor, 
Niagara. We did have some representation, and maybe a 
phrase there: “While we did have some representation 
from areas outside of Toronto,” we could just express the 
regret that we did not have—or something. 


Mr Hansen: The other thing is that the largest popula- 
tion is down in this area, too, representation-wise— 


Mr Elston: There are all kinds of reasons. I do not 
want anybody to think we are ignoring them, that is all. 


The Chair: I think I understand that what we are try- 
ing to say here is that we do not want them to think that we 
are ignoring them because we were not there, but that we 
do have sympathy for their concerns and we will be look- 
ing to meliorate them or to do what we can for them. Is 
that good enough? 





Mr Elston: On the second page, at the end of 
second line and going into the third, starting after “1991 
will just read: “and that there will be slow, steady rat 
growth in”— I presume that we should either keep in 
“a” at the end of the second line, “a slow, steady rate 
growth” or we should just say “there will be slow, ste 
growth in 1992.” 

So you are going to leave the “a” in, or should we t 
out “rate of growth”? The fewer words the better: “Tt 
will be slow, steady growth in 1992.” 


The Chair: That is right. We have to pay for this 
the page. 
Mr Elston: And by the word, when we translate it. 
The Chair: Let’s keep these words to a minimum. 
Mr Christopherson: I think that is us for page 1. 
The Chair: We are on page 2. 


Mr Christopherson: And 2. Sorry, I confess to t 
ing with my colleague about something coming up. 
page 2, in the second paragraph, where it says “thus.” 
did not go into this in any great length, it was just 1 
flagged by one of our caucus. “Thus, Canadian manuf 
turing plants had laid off workers in the early 1980s wl 
they reduced the size of their operations, at least tempor 
ily. In the current recession...” Does it flow? I mean, t 
ing the other part out, adding that sentence, and t 
reading from the top of the paragraph, does that still floy 


Mr Elston: Take out the first sentence, too, is w 
you are saying, basically? Say “Canadian industry is n 
undergoing a restructuring process.” 


The Chair: I think what you started to say there 
that in the recession of the early 1980s there was so 
downsizing of their operations, but it was more of a te 
porary nature, whereas the current recession is undergo 
a restructuring process resulting in a greater degree of f 
manent job losses. 


Mr Christopherson: The thrust of the three senten 
is fine. It was merely, when we looked at it, did it rez 
flow properly and say what we wanted? 

Ms M. Ward: Why not put the third sentence in pl 
of the second sentence, just change them so that you 
looking at the past and then you are going on to the curr 
situation? 

Ms Anderson: “Canadian manufacturing plants | 
laid off workers,” then, “Canadian industry is now und 
going a restructuring process,” then, “In the current rec 
sion.” 


The Chair: So it flows a little nicer. 

Ms M. Ward: And take out “thus.” 

The Chair: I guess the main point there is the emp! 
sis that this is a different kind of a recession with m 
permanent job losses. 

Mr Elston: But if you reorder your sentences alc 
that line, the “in the current recession” sentence also | 
comes a bit of a—you will have to clean it up a bit. 

The Chair: I need a point of clarification, whome' 


has a dictionary here. I do not know if there is a we 
“learnt.” I think it is “learned.” 
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Mr Rampersad: “Learnt” is correct. 
The Chair: It is? “Learnt.” I’ll be darned. 
Mrs Sullivan: How many kids did you fail? 


40 

The Chair: Are we on the record here? If you have 
er graded papers, by the time you finish seeing how 
me of the words have been misspelled by so many stu- 
nts in the same way so many times— 


Mr Elston: That is how you create new languages. 

The Chair: I’ll say. You really begin to question your 
n— 

Mr Elston: The real reason why our system is in such 
d shape is that it— 

The Chair: I never failed anybody; they did it to 
»mselves, self-destruction. 

Okay, are we happy with page 2, with “learnt”? Have 
» all learnt something today? 


Mr B. Ward: Staff is going to clean that first part up? 
The Chair: Yes. 


Mr Christopherson: The second paragraph on page 
Getting back to Mrs Sullivan on the request for lan- 
age at the end of the new first sentence regarding “ex- 
nditure decisions” and then a suggestion from, I think, 
t Phillips—although I may be wrong there, perhaps it 
is your own further suggestion—that it be “expenditure 
d revenue decisions.” We have looked at it and consid- 
sd it and we can live with the fact that “expenditure 
cisions” would rightfully be placed there. How is that, 
urray? Are you shocked? When I tell you we will con- 
ler things, Mr Elston, we consider them. 

However, the only thing we did have a concern about 
is that in terms of including the revenue decisions, and | 
nk you were referring to revenue expenditures forfeited, 
the GST—we do not have a problem with that. I think it 

legitimate in the body of the report to express that; that 
a fair comment. However, we think that also there needs 
be a recognition to separate that from the recognition 
it there is also reduced revenue overall that had nothing 
do with decisions we took as a government or that the 
2vious government took, but is a result of the recession. 
we can find language that accommodates that fact, we 
» prepared to accommodate your fair request that “ex- 
nditure decisions” be noted. 
Mr Phillips: Maybe one way of doing it is to articu- 
e the $2.5 billion and just say it is a result of $600 
Ilion in reduced revenue because of the recession; $70 
Ilion in reduced revenue because of the GST decision— 
Mr Christopherson: How much did you say? 

Mr Phillips: I said $70 million. I think that is what— 
Mrs Sullivan: It is $70 million in the current fiscal 
ar. 

Mr Phillips: Welfare costs, I think, are up $550 mil- 
n, and then expenditure decisions of $1.2 billion. 

Mr Christopherson: The problem is that I do not 
nk it is that neat. I am not being argumentative— 


Interjection. 





Mr Christopherson: Hold on, hear me out, please. | 
do not think it is quite that neat, because you would also 
then have to include the windfall transfer that came in 
from the federal government. I mean, if we are going to be 
using actual figures in that sentence, which was not our 
intent, then we have to sit down and analyse everything 
that happened from the time that we started making deci- 
sions as a government to date. I just do not think it would 
be neat enough to be able to do that. 

As I said earlier, we are prepared to accept the fact that 
expenditure decisions should be noted, and if you want to 
tie in the revenue decision, fair enough. But all we are 
asking is that there also be a recognition that part of the 
problem, a large part of the problem—my words—is the 
fact that overall revenue is down, regardless of any deci- 
sions. 


Mr Phillips: But it is just the fact—I am not arguing 
one way or another—that there is a $2.5-billion deficit. 
Revenue is down $600 million over what we estimated as 
a result of the recession. It is $70 million as a result of the 
decision you made; $550 million in welfare costs; $1.2 
billion spending decisions. That is all. It is just taking the 
Treasurer’s report and articulating what the 2.5 is; it is not 
one way or the other. 


Mr Christopherson: Reference the Treasurer’s report 
if you want, but to start getting into dollars—again, I am 
not saying what it would look like. The dollars are there, 
the figures are there. It is a matter of public record and 
your position on those is a matter of public record. But I 
just think that it starts to cloud up and muddle that sen- 
tence to the point where we lose the whole point. 

The issue here is to show that we have a $2.5-billion 
deficit. It was drafted in such a way originally that you felt 
there was some responsibility on the part of government 
that ought to be noted. We are saying we agree with you. 
However, in fairness, also acknowledge that when you are 
talking about being short on revenue, it is not just our 
decision. In fact, that is the smallest piece. All we are 
saying is, can we find a way to do that? Otherwise we will 
just leave it stand. 

Mr Phillips: I want to get on the record again. The 
windfall is not a windfall. The corporate taxes were down, 
the personal income taxes were up. That was clear, and 
clear that it was coming. We will never agree on that, | 
guess. I am relatively sensitive about it. 

Mr Christopherson: Well, we have a problem. 

Mr Elston: I do not think you have a problem. It was 
just that he was sensitive about it. That still does not pre- 
vent you from saying that revenue items—you can sepa- 
rate the two if you wish. I do not know how you do it 
cleanly, but you can— 

Mr Christopherson: But that is all I asked to do. If 
we do it by language, we have no problem. When we start 
getting into dollars—it is not that it will make us look any 
worse or better; it is a matter of I really think it will cloud 
this up, so there is where we start to get into a problem. 

The Chair: Mrs Sullivan has had her hand up. This 
debate is getting a little free-ranging. I would like to bring 
it back to some focus. 
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Mrs Sullivan: I wonder if, rather than just saying 
“and reduced revenues,” we might want to say “and re- 
duced tax revenues, and expenditure and revenue deci- 
sions,” or be more specific and say, “reduced corporate 
and retail sales tax revenues” — 

Mr Christopherson: Do the former again. 


Mrs Sullivan: Simply “reduced tax revenues, and ex- 
penditure and revenue decisions.” 


Mr Christopherson: Fine, we can live with that. 


Mr Phillips: In the end, I do not think there is a dis- 
pute on the facts, that is all. I am just taking the facts off 
the sheet. Now, you may not want me to Say it here, but I 
will say it elsewhere. 


Mr Christopherson: But that is not the point. You are 
misrepresenting my point when you do that. My point was 
exactly what we just agreed to, and the dollars you are 
talking about are there. There is nothing to be hidden by 
putting it in or taking it out. It is a matter of extending that 
sentence to the point where you just lose what it—because 
really that is just a lead sentence, to set the stage. So you 
can take that position, but I would continue to disagree that 
that was our intention in not wanting to put the dollar 
figures in there. 

The Chair: Since we have an agreement, can we 
move along? Are we happy with page 3? 

Mr Christopherson: One more. There seemed to be a 
little confusion, after the language that was removed—six 
sentences underneath where we were just discussing— 
where it says, “Rates of increase in transfer payments to 
the provinces have been declining.” 

For some reason I had it noted as a problem, but it does 
not appear to be now that I look at it again. 


Mr B. Ward: If I may, it is just that it is “reduced 
rates of increase in transfer payments,” in the sentence 
before and then we repeat it again. 


Mr Christopherson: That is right, thank you. I knew 
I wrote that down for a purpose: “as a result of reduced 
rates of increase in transfer payments.” That is it, because I 
have a line that says “start.” I was going to suggest that the 
new sentence after the language we have just crafted 
would begin with the word “provincial”: “Provincial gov- 
ernments have had to find ways” or “Provincial govern- 
ments, therefore, have had to find ways of meeting the 
shortfall.” The preceding words are redundant. 


The Chair: It will save translation costs. We are mak- 
ing this a one-page document. Are we happy with page 3? 
Moving along to page 4. 

1550 

Mr Christopherson: We are okay on page 4. 

The Chair: Are you happy with the last sentence on 
page 4? 

Interjections. 

Mr Christopherson: We will certainly doublecheck 
it, but I did not have it flagged. 


Mr Phillips: It would not be acting in bad faith if 
tomorrow we came in and have looked at some detail, 
because we just got this, like you— 
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Mr Christopherson: I think we have already said 
terms of our proposals, and yours when you asked f 
chance to go back. 


Mr Phillips: Thank you. 


Mr Elston: On the page 4 stuff, I have a bit | 
problem with the overall of this, because in ano 
place—I am just looking for it quickly—there is a cl. 
that says this is a homegrown recession. Some plac 
other I have read that, yet the homegrown part of this t 
is not stated either in the first paragraph on page 4 nc 
the “Causes of the Recession” thing. Maybe it come 
later. 


The Chair: Here it is. It is the first line on pag 
“Most forecasters agreed that the economy is in a re 
sion that was principally homegrown.” 

Mr Elston: Yet we do not talk about the causes of 
recession in the same way. “Numerous factors have « 
verged to cause the downturn in economic activity inc 
ing changes in the international economic and tra 
structures.” Then we go on to talk about the Amer 
recession which makes us deeper. 


The Chair: Would you feel more comfortable if a 
was put in there saying that the primary cause of this 
cession are the homegrown interest rates or whatever 
then— 

Mr B. Ward: On the top of page 5, it begins to 
cuss that. 

Mr Elston: I see, “responsible for the local re 
sion.” If I started reading, it just seems like I am put 
that out of the way of the— 

Mr B. Ward: Perhaps we should move that to r 
after “Causes of the recession,” move that paragrapl 
word it in such a way that that has more importance 
that “The onset of the American recession” kind of co 
in after our recession. 

Mr Elston: Maybe if that was their first paragr 
and then you went on to say other factors have come 
gether, maybe that is the way we could clear up any r 
understandings. 

The Chair: Does anybody have any other comm 
about moving that, pro or con? 

I think that might be the solution there, to take out 
second paragraph on page 4 and merge part of the i 
from that with the last paragraph on page 5 the sec 
paragraph. 

Ms M. Ward: Actually the idea that is in paragrap 
is basically in that last paragraph on page 5, is it not? 

The Chair: We could even leave paragraph 2 
completely, I think. 

Mrs Sullivan: Done. 

The Chair: Why do we not take that second pi 
graph out? The second paragraph is basically removed. 

Mrs Sullivan: Done. 

Mr B. Ward: Wait a minute. It could be merged v 
the last paragraph on the page. 

The Chair: Quite frankly, I would like to see it g 
completely. 
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Mr B. Ward: Is there consensus that we want to focus 
marily on what caused our recession in Ontario and 
nada and the primary cause is that it is a made-in-Canada 
ession? 

Mr Elston: I just suggested that perhaps we could 
rt off by saying, “While numerous factors have con- 
ged,” then repeat that whole sentence and then say “cir- 
mstances peculiar to Ontario.” If we bring the two of 
se aS ONe sentence together with that first paragraph on 
ze 5, we have got it all there. 

Mr B. Ward: While they are doing that, perhaps they 
ild look at—if you look at that very first paragraph on 
ze 5, when you read it it does not flow very naturally, so 
y may want to punch it up or adjust it so that it flows a 
more evenly. 

Mrs Sullivan: Leave it all to drafters. 


The Chair: Are there any other changes on page 5? | 
v somebody flip a page. Does that mean we are on page 


Mrs Sullivan: I do not know if people want to talk 
ut the first paragraph, but the second paragraph—I 
sed that question as a result of a Globe article but I have 
ce looked at the piece from Statistics Canada and in fact 
joes not do what the Globe said it did, so that sentence 
yuld probably come out. 

The Chair: Okay. 

Mr B. Ward: Which one is it? 

The Chair: “Some observers, such as”— 

Mrs Sullivan: “Some observers.” That was an add 
1 in fact the material does not reach that conclusion 
en you see it in the original. 

Mr Christopherson: Did the researchers have a 
ance to look at it? 

Mrs Sullivan: Yes. 

Mr Christopherson: And you concur with that and 
1 put this in anyway, or do agree that what you said is 
rect? 

Mrs Sullivan: I said it. That was my add. 

The Chair: That was the add that we included yester- 
/. 

Mr Christopherson: Yes, I realize that, but the re- 
tchers have said they have looked at the piece also. | 
just asking which is it, that they agree with Mrs Sulli- 
1 that the piece did not say that or that they agree with 
at they put in, that it did say that. 

The Chair: We told them to put it in. They do not 
7e— 

‘Mr B. Ward: Whether they agree with it or not. 

The Chair: It is for us to put in or take out. 

Mr Christopherson: I do not have the luxury of hav- 

seen it, so it is difficult for me to say. I would just like 
objective— 

Mr Rampersad: The article in the Globe and Mail 
ne to the conclusion that the outlook was grim. The 
ommation that was put out by Statistics Canada listed 
ares for November. It did not actually give a commen- 





tary as such to say that the outlook is grim. This was the 
conclusion of the newspaper in question. 

Mr Christopherson: But is it a legitimate conclu- 
sion? 

Mr Rampersad: It is a legitimate conclusion, I sup- 
pose, if you look at the whole range of figures. We were 
only looking at one month’s figures in this case. 

The Chair: I read that article and I thought that some- 
body had taken a tad too much licence with the numbers to 
be repeated here. Remember, the repetition here gives it 
almost, for some people, the word of gospel. 

Mr Elston: So it is safer to take it out. 

The Chair: Take it out. Oops, I am not supposed to 
make comments like that. 

1600 


Mr Elston: Actually, I do have a comment on the first 
sentence on page 6 as well: “uncertainty in Canada cannot 
fail to.” I am not so keen on the negative sense of that. I do 
not know how to state it better. I would have said it yester- 
day if I could have, but I am not any more pleased with it 
today than I was yesterday. 

The Chair: How about “might have”? We know that 
it is, but “might have” is a little mellower language. 

Mr Elston: “Cannot fail” is fairly definite language. 

Mr Rampersad: If you say, “In the long term, it is 
possible that constitutional uncertainty in Canada might 
have an adverse effect,” you are hedging your bets twice. 

Mr Elston: So you just say, “In the long term, consti- 
tutional uncertainty in Canada might have,” what you 
suggest. 

Mr Rampersad: If you add the phrase, “it is possi- 
ble,” you are just double-hedging your bets. 

Mrs Sullivan: Is that not what we were all told in 
school, “Write tight”? 

Interjections. 

Mr Christopherson: I was not even here, neither 
were any of my colleagues. Shall we go down that road? I 
think we can live with either the changes proposed by Mr 
Elston in the first paragraph, or withdrawing either one. 
Mr Chair, we are comfortable with whatever you would 
like. 

The Chair: Do we leave it in or take it out? 

Mrs Sullivan: Leave it in. 

The Chair: Then we will leave it in with the phraseol- 
ogy that—now the clerk is getting in on this. He said, “In 
the long term, constitutional uncertainty is unquantifiable.” 

Mr Christopherson: If it pays more over there, Todd, 
you should think about transferring. There is a future there 
for you. 

The Chair: Are we happy with page 6, or where are 
we going? 

Mr Christopherson: One thing that was brought for- 
ward by one of our caucus was, in the second-to-last para- 
graph, second-to-last line, the word “Canadian.” In that 
context, should that be “Ontario”? 

The Chair: Okay, the first line is “Ontario.” 
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Mr B. Ward: Everything else is “Ontario,” and all of 
a sudden we have “Canada.” 

The Chair: So “may boost output in demand in the 
Ontario economy”? If Ontario starts to boom again, then 
presumably all of Canada will. Shall we replace it with 
“Ontario”? Is there any problem? 

Mr Christopherson: It was our suggestion that if you 
read it, the word really should be “Ontario,” unless there is 
a point we are missing. 

Mrs Sullivan: Leave out the modifier. 

The Chair: It can just be “boost output in demand in 
the economy in 1992.” 

Mr Christopherson: You folks are really good at 
that. 

The Chair: Okay, page 6, are we all done? 

Mr Christopherson: We are, Mr Chair. 

The Chair: Mr Stockwell, Mr Owens, are we okay? 
Shall we move to page 7? Are we happy with that? 

Ms M. Ward: I had a question about that chart. 

The Chair: The chart on the back of page 7. 

Ms M. Ward: It says “% change unless otherwise 
stated” but is that true? Basically what I am saying is 
under “Real growth” those look like actual percentages, 
and the same under “Unemployment rate.” That is not 
change in unemployment rate, is it? 

The Chair: No, those look like absolute employment 
rates. 

Ms M. Ward: Yes, that is what I thought. So I just 
wondered if that heading up there was true. 

Mr Rampersad: We will check that. 

The Chair: “Real growth” is percentage change; 
“CPI” looks like it should be percentage change; “Unem- 
ployment rate” looks like it is absolute; “Employment” 
looks like a change and “Retail sales” looks like a change. 
The rest are absolutes. 

The Chair: “Partnerships,” page 8. 

Mr Christopherson: Mr Chair, could I ask, in terms 
of timing, what we are looking at today? The usual hours 
for the committee were set to be 10 to 12, 2 to 4. We 
extended it to make time for submissions so that nobody 
got left off. Our caucus has a fair bit of work ahead of us 
still to give you what we committed to tomorrow, which is 
our last day. 

However, I do not want to leave the impression that we 
are trying to cut short committee time or the opposition’s 
Opportunity to raise or discuss anything. I put that forward, 
Mr Chair, only to suggest that the more time we have 
today to caucus, the more finalized work we can present to 
you tomorrow, recognizing that we also have a caucus 
meeting scheduled for noon tomorrow, so we are utilizing 
every minute that we can. 

Mr Elston: We can take another look at the draft here 
ourselves and we can go and talk about that and you can 
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deal with your material and we can be prepared perhé 
have some specific suggestions, if we have any, tha 
could entertain. 

Mr Christopherson: We have completed the wo 
this. There are a couple of things, but very minor. | 
cally, we are okay with what is here, with a few exceptic 


Mr Elston: You can go away and do your recom 
dations and then bring them back. We can go away 
the remaining pages. 


Mr Christopherson: Yes, and tomorrow what we 
do is we will present to you in the morning the balan 
our recommendations. 


The Chair: Before we go, the writing team woul 
to have some indication as to what they should do wit 
recommendations that have already been discussed. I 
ize there are some with questions. Does the comn 
want the writing team to go back with the first draf 
include the recommendations that have been done 
bring back something tomorrow, including those t 
looked at? 


Mr B. Ward: Including ones that we have cons¢ 
on? 

Mr Elston: I think that is almost necessary, if yo 
going to get into things— 

The Chair: I think they should include the ones 
we do not have consensus on and that we will see it w 
the context of the document and consensus can be ar 
at tomorrow. Recognizing that this document is incom 
and that nobody has really given the final word on 
would like to give them instructions to include wk 
here that is removing only what has been concretel 
move. Is that okay? 

Mr B. Ward: Just to clarify, what are they takin; 
of the recommendations? The ones that we have rea 
consensus on and putting in the outstanding items? ’ 
are you giving them direction to do? 


Ms Anderson: I would say putting in almost al 
ones that are on your list here, because I am not sure 
many of them have actually reached agreement. 


Mr B. Ward: Okay, so put all the recommenda 
in? 

Ms Anderson: Then they can be removed tomo 
when we will change as necessary, but at least the 
will be in then. 

Mr Rampersad: It is also useful for the typing st 
have this in in batches. Otherwise they will end up 
vast amounts to be done. 

The Chair: Also, the last draft is easier to pro 
than the first one because you push the button and | 
Do I have a motion to adjourn and to reconvene é 
o’clock tomorrow morning? 

Mr Christopherson: So moved. 

The committee adjourned at 1609. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Thursday 7 February 1991 


The committee met at 1011 in committee room 2. 


PRE-BUDGET CONSULTATIONS 


The Chair: We have a lot of work to do today. Can 
» begin? 

Mr Sterling: Mr Chairman, before we begin proceeding 
‘ough the report, could you report to the committee on 
ether the Treasurer has given you any further indication of 
ether he is going to provide those revenue projections? 

The Chair: That request is in the Treasurer’s office 
d I] have no further information. 

Mr Sterling: He has not communicated with you or 
> committee at this time to provide us with any more 
ormation on that? 

The Chair: No. 

Mr Sterling: I would just like to indicate that my 
tty will be submitting a dissenting report to the overall 
yort and I want to tell the committee that that will be 
ne before the report is printed. 

Mr Christopherson: On that point, Mr Chair— 

Mr Elston: No, you cannot do a dissenting report. 
Mr Christopherson: No? 

The Chair: You mean I am going to have to write this 
ort by myself? 

‘Mr Elston: It is looking pretty grave. 

Mr Christopherson: I met with Wildman, Cooke and 
arlton and they told me how you go about this. Here is 
at you put in the dissent. 

The Chair: Then, Mr Sterling, this afternoon we will 
ve to set the time frame within which the report should 
submitted to the committee. 

Mr Christopherson: I think we had originally sug- 
ited five days and asked if that was going to be suffi- 
nt for the parties. 


The Chair: I believe that Mr Stockwell informed us 
tit was written and ready to go three days ago. 

Mr Christopherson: I am glad that everything was 
isidered and carefully weighed. 

‘Mr Sterling: Actually, it has not been finalized, to tell 
1 the truth. We were counting on the revenue projections 
finalize it, but unfortunately the Treasurer will not brin g 
m forward. 

Mr Elston: It is not on PC letterhead yet. 


Mr Sterling: So we are having to revise part of it and 
on other evidence. 

The Chair: We have also in front of us this morning 
Pre-Budget Consultations Report: Revision 2, with the 
ommendations of the government caucus placed in. 
lat is the will of the committee? Do we look at this or 
we finish all of the recommendations and revisit this 





later on this afternoon? What is the will of the committee 
on that? How do we want to handle it? 


Mr Christopherson: We are easy. 


The Chair: Are you leaving the decision up to me to 
make? 


Mr Christopherson: I am just trying to be as co- 
operative as possible on the last day of our discussions. 
That is all. We are quite flexible as to how we approach. 


The Chair: From my perspective, I would like to deal 
with the rest of the recommendations and revisit the entire 
report in the afternoon with the idea of having it com- 
pleted. Is that acceptable? 


Mr Christopherson: Yes. We have the balance of our 
recommendations, which I believe have been circulated. 
We are prepared to discuss those. We can begin discus- 
sions. I do not know how far we will get this morning, but 
we can certainly begin discussions on the document that 
was tabled yesterday and our ensuing discussions. There is 
one more chunk of the package, if you will, which should 
not be more than two pages at most, that will be tabled 
first thing this afternoon, immediately after lunch. Then 
everything is, if you will, tabled before the committee and 
just remains for discussion and final approval. 


The Chair: I would like to begin then with the New 
Democratic Party Recommendations, Part II. I think per- 
haps it would be good if you started. 


Mr Christopherson: “The committee is in full agree- 
ment over the need to re-examine the financial relationship 
between the two levels of government. The municipalities, 
when not included in the decision-making process, are put 
in the difficult position of having to find the necessary 
funds. 

“The committee, therefore, recommends that: 

“The Fair Tax Commission should be directed to in- 
clude examining the tax structure of municipal govern- 
ments, with a view to recommending a new financial 
relationship with the province. 

“The government should support the exploration of al- 
ternative sources of revenues and the establishment of a 
revenue-sharing act as potential revenue-generating mech- 
anisms for the municipal sector. 

“The province should aim to provide the Association of 
Municipalities of Ontario with regular updates of government 
priorities, as well as tentative time lines for the introduc- 
tion of new programs and policy initiatives. 

“Budget decisions should take into account the fact 
that service delivery frequently involves more than one 
arm of government.” 


The Chair: Discussion, please. 
Mr Phillips: I did not see where you were, what page. 
Mr Christopherson: Sorry, that is page 9, revision 1. 
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Mr Phillips: The thing that is missing here is any rec- 
ommendation on what the Treasurer might have been 
looking for, which is advice on this year’s budget and 
whether the government members were planning to respond 
at least to AMO’s request that grants for the municipalities 
in one case keep pace with the inflation rather than match 
the increased costs. I gather not. 


Mr Christopherson: I just do not recall it. Did we 
address that yesterday? 


Mr Phillips: No, I am saying that AMO came here 
with those recommendations, I thought, but there are no 
recommendations in here, I do not think, about how the 
Treasurer should respond to the municipalities in this 
year’s budget. 


Mr Christopherson: No, what you see before you is 
what we are recommending in that section. 


Mr Phillips: Is there any reason why you chose not to 
respond to AMO’s recommendations on grants? 


Mrs Sullivan: Transfer payments. 


Mr Phillips: Yes, transfer payments, I should say. Par- 
don me. 
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Mr Christopherson: We felt that the recommenda- 
tions contained here, particularly the first one, dealt with 
that whole issue. Being from a regional government, I 
know you could do an entire document alone on the indi- 
vidual specifics of where the cost-sharing arrangement is 
not currently working. We felt that the first one adequately 
covered off those specific concerns as well as others. 


Mr Phillips: So when AMO says to us, “What was 
your recommendation on our grants?” we would say, 
“Well, it’s the Fair Tax Commission that you look to for 
the answer three years from now.” I am just saying that 
would be tough for us to—I mean, you may be able to 
articulate to AMO on its transfer payments for this year, 
but I think that would be seen as a fairly interesting shelving 
of its request for at least two to three years. 





Mr Christopherson: Let me take your points back. 
Mr Phillips: This is a good try, though. 


The Chair: Do you want to clarify that? That is al- 
most like a dangling participle. A good try in terms of 
referencing to what? 


Mr Phillips: I am just saying the Treasurer is looking 
for advice on this year’s budget, what should he be doing 
and did AMO make a good case for the unconditional 
grants and the conditional grants or not? When they come 
back to us and we say, “We sent it off to the Fair Tax 
Commission,” they will say, “Wait a minute, we’ve got our 
property taxpayers coming up this fall”—in fact it is an 
election—“and what you’ve really done, committee, is just 
put us in the filing cabinet,” for at least two years, I would 
think. That is all, and you may want to do that. 


Mr Christopherson: Like yesterday and the preceding 
day, on the first runthrough we are taking what you have to 
say and we will get back to you. 


Mr Phillips: Thank you. 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Mrs Sullivan: I think as well, unless you have coy 
it somewhere else, you might want to address the isst 
the timing of the announcements of transfer paymen 
was raised by a number of groups and organizations. I 
past, as a matter of courtesy and custom, to assist 
municipalities and the school boards and the hospita 
determining their budget-setting, it has been done n 
earlier, in fact in early November. As a consequence, 
year there have been severe problems for all the munici 
ties, universities, schools and hospitals or MUSH sect 
was raised by all of them, and I think that it shoul 
addressed. 


Mr Christopherson: Just for clarification, are yo 
ferring to this year specifically or are you referring to. 
has been done in the past and the timing of it even ther 


Mrs Sullivan: In the past the transfer announcer 
have been made earlier. 

Mr Christopherson: Than this year? 

Mrs Sullivan: Yes. This year is significantly late. 

Mr Christopherson: That has been acknowlec 
when it was announced they would be delayed anc 
why of it. I am just trying to clarify now, did you ° 
something mentioned on that? If so, I could probably « 
ment now. If you are talking about when it is traditiot 
announced, then that would be a different matter. 


Mrs Sullivan: I think there should be some rec 
mendation from the committee that the announcen 
ought to follow the pattern that they have followed t 
able the municipalities and hospitals and schools to | 
their budgeting requirements. There have been sin, 
difficulties this year and this budget relates to the 1991 1 
year, which will also include another transfer payment. 


Mr Christopherson: The announcement this yee 
I understand it, was certainly not meant to change the 
ing of when announcements are made. It was uniqu 
this year as a result of the election, the new governme 
whole host of things. So I think it might be a little diff 
for us to address as a recommendation per se in this rey 

If we would like to make a recommendation, how 
that talks about the timing of announcements in ge 
and that they be made at the earliest possible date to a 
for the councils and boards to set their budgets, then 
is, as I said, a separate matter. 


Mr Elston: I just want to bring to the commit 
attention, because the you may not have been able t 
through the pile of material that just landed on your d 
probably this morning. One of the feature pieces, I t 
because it deals specifically as well with municipaliti 
a letter that has come in from the city of Toronto’s M 
Art Eggleton, who is recommending that several thing 
done with respect to specific items. 

I do not know if you can tell which pile is current 
it was in the current pile of material that landed on 
desk when I arrived here this morning. It is a letter 
February from Mayor Eggleton, and he has expre 
some very real concerns, I think, which are extremely 
portant when it comes particularly to his concem a 


7 FEBRUARY 1991 


vironmental remediation. It also speaks about taxes and 
couple of other items. 

While Mr Christopherson is taking back a few of the 
mcerns that had been expressed by Gerry and Barbara to 
msider, I wonder if he might not want to include in con- 
Jeration at least two or three of the items which I see 
re that are particularly large projects. The mayor, for 
stance, wants to continue with the Ataratiri project, 
hich is a big non-profit housing component development 
downtown Toronto. He talks about the change in busi- 
ss taxes, talks about the series of issues that we spoke 
out when we talked about taxes, ie, taking some of the 
ad off the municipal property tax base and moving it into 
ovincial funding. 

Just to bring it to your attention, because I realize it is 

w, there is some very good and helpful material. I think 
erybody would recognize that Eggleton, over the course 
his tenure in city hall in Toronto, has shown a pretty big 
erest in renewal of the downtown of the city. There has 
en a lot of effort put into ensuring a balance of develop- 
snt and maintenance of a homy atmosphere in down- 
wn Toronto. 
In fact, it is a significantly recognized city as being an 
ve inner core compared to a lot of other places. I just 
ing it to your attention, and you might consider the pos- 
lity of including some of Mayor Eggleton’s sugges- 
ns in the recommendations as well. They are fairly 
scific, and I guess you could probably say yea or nay 
tly quickly if you reviewed his letter. 


Mr Christopherson: We will be glad to consider the 
ter during the break. I would ask the clerk if we could 
: a better copy, though. This one is pretty faded. Unless 
y of my colleagues has a better copy, this one is pretty 
J. Could we get another one, please? We will do what 
can to try to respond to some of those concerns. 


The Chair: This was faxed to us and apparently the 
ginal is on its way. Since it only has six blocks to go, we 
duld have it relatively soon. 


Mr Elston: They are not using the post office. 
Mr Christopherson: If not, we will struggle along. 


Mr Elston: I know now, just as a point of interest, a 
all village in my riding that is about 12 miles from 
Ikerton that will get seven-day mail delivery between 
Ikerton and it now. The post office has reorganized and 
-ome more efficient. They dispatch a letter from 
Jkerton to Kitchener where it sits for four days before it 
es it three days to get shipped that 12-mile distance. 


The Chair: Is this because they have closed the post 
ice? 





Mr Elston: No, it is because they have changed their 
et flow and they no longer sort all the mail in 
Ikerton to be sent with the delivery person and pickup 
son around the area. They have to take everything back 
Kitchener to sort and then send it back out. So if they 
doing anything like that here, we might have to be 
ing again next noon. 


The Chair: Maybe we could get magnifying glasses 
and try to read this then. 
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Mr Elston: It is a little hard, but I was able to go 
through a bit. It is not the best, I agree, but there are some 
good suggestions in there just from the point of view that 
they fit, I think, fairly well with some of the things we 
have talked about here. 


The Chair: Any more discussion on this section, or 
do we leave this pending consideration of these requests 
from the mayor of Toronto? Should we go on to another 
section? 


Mr Christopherson: We are prepared to go on to 
other sections. Maybe now is a good time. I have a con- 
cern that I think needs to be expressed. We have been 
receiving reports all along, up to and including this moming, 
as Mr Elston has brought forward, and I am concerned that 
there may indeed still be things that came in this morming 
or other reports that—fine, if one us, while we are sitting 
here, gets a moment to go through one of the submissions 
or we recognize the organization, but I am wondering if 
we could have some sense of at what point the researchers 
are able to capture some of the points made in submissions 
if indeed they are not raised by committee members. 
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The Chair: The advertisement indicated that this 
committee would accept submissions until 6 February, 
which means we should have them all by now. As far as 
being able to read through these and put information into 
the report is concerned, I will let Anne handle that. 


Ms Anderson: The initial draft of the report only in- 
cluded recommendations which had come in basically till 
the end of the hearings, who we have heard from, so what 
is in the text does not at this point include a lot of informa- 
tion that is in the others. On a quick look through it, a lot 
of the additional submissions that have come in do not 
incorporate points which have not been raised to date, but I 
will check that and make sure there are not any additional 
points that need to be looked at. 


Mr Christopherson: In fairness, we are on the last 
day of the hearings and I can appreciate that you have been 
kept very busy with the changes we have made to the 
existing drafts, let alone additions. I am wondering, Mr 
Chair, if it would not be appropriate to send an additional 
letter or include in the body of a letter to those submitters 
when we are thanking them to acknowledge that indeed it 
came after the submission date but that we made an effort 
to try and incorporate—just to express somehow in the 
letter that it did not come in at the same time as the other 
submissions so that it could not be given the time it 
deserved, but we did make an effort or it was at least 
reviewed, something to that effect; just so that if there are 
very important recommendations or positions that do not 
get addressed, there is a legitimate answer why they did 
not get the same consideration as others. 

The Chair: Okay. Moving along. 

Mr Christopherson: Next paragraph: “The committee 
is fully supportive of the arts community in its efforts to 
enhance cultural activities. In order for any community to 
thrive, it must have a strong artistic base. 

“Therefore, the committee recommends that: 
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“The government should act with the conviction that 
the arts are an important element in the quality of life that 
Ontarians enjoy. 

“The government should strengthen and expand the 
mandate of the Ontario Arts Council.” 


Mrs Sullivan: I hate to go back to the theme I kept 
raising yesterday, but I am going to have to. This docu- 
ment we are preparing are recommendations relating to 
choices for spending and for revenue generation for the 
next budget. The Treasurer responds either by accepting or 
rejecting those recommendations and by responding to 
them. The Ontario Arts Council came before this commit- 
tee with a very specific plan, a significant change from its 
previous five-year plan, moving into a three-year plan, 
which it justified before the committee. The question before 
us is: Is the committee going to accept, reject or want to 
adjust that kind of recommendation and put that before the 
Treasurer? 

Another area which has not been addressed and was 
not particularly well addressed relates to the continuation 
of the Ontario film investment program, which has been a 
significant contributor and is apparently under review. Per- 
haps there ought to be recommendations relating to those 
particular issues. The government has already spoken in a 
major way in relationship to the arts with the discontinu- 
ance of the opera ballet theatre. The government must 
clearly, then, have a point of view relating to a continuing 
arts policy. 

If this committee is going to contribute to the decisions 
relating to the funding or the program strength, the recom- 
mendation should be so that the Treasurer is able to look at 
those recommendations and make the choice of agreeing 
with them or disagreeing with them and putting that choice 
into the budget. 

“Strengthen and expand the mandate of the Ontario 
Arts Council.” We were not asked at all to even look at the 
mandate of the Ontario Arts Council. We were asked to 
recommend funding for operations so that their programs 
can continue and continue to be strong. We were not asked 
to review the mandate, nor is that a budgetary decision. 


Mr Elston: I apologize for being out. I just wanted to 
bring, again, to the attention of people—I thank my colleague 
for mentioning the Ontario film investment program. It is a 
specific program. I have received phone calls about it in 
my office. I know there has not been anything put forward 
here, but when you talk about a firm commitment to the 
arts, I have been told by several people and some through 
correspondence that that particular program is probably up 
for slashing by this government, that policy and priorities 
is undertaking a review of it with an eye to ending it, that 
there were huge amounts of investment brought in by this 
relatively small program, that it employed a whole series 
of people who were attached to organizations that provide 
labour to the film industry and, in fact, made it possible for 
the Ontario film world to exist. 

While I do not think we can make a recommendation 
here because we have not received a presentation directly 
enough on the point, I think it would be a shame if I did 
not at least bring it to Mr Christopherson’s attention that 


this is a component to the cultural community’s wellbe 
in the province. Perhaps if we cannot make a recomm 
dation in the body or the text of this, I would hope 
would take back—certainly I am concerned that the g 
ernment is considering taking apart the support structur 
the cultural community of Ontario and that the Ont 
film investment program be looked at as a component, 
as you have already looked at the Ontario Arts Cour 
obviously, of a healthy cultural community. 

I know I am treading on rather thin ice because 
have not had a presentation, but I felt I could not just | 
pass by without bringing to your attention the concer 
has been elicited—maybe it is just rumour, but certa 
major concerns in the filming community. 


Mr Hansen: In the draft summary of recommer 
tions, there is nothing on the Ontario Arts Council at 
Did you notice that? I am looking through. I wanted to 
refresh my memory on that. Is there anything in there? 


Mr Elston: In the draft, on the Ontario Arts Counc 


Mr Hansen: In the draft of the summary of rec 
mendations. 


Mr Elston: I was not looking at the summary of rec 
mendations. 


Mr Hansen: I was trying to go back, in case t 
were not up here. 


The Chair: Page 5, the second version. I do not ki 
if you have that. 


Mr Hansen: I have an old version. 


Mrs Sullivan: Whether or not they are included in 
summary, they appeared before the committee a week 
today, as I recall. I think I probably have somewher 
this pile their one-page sheet, which is a very spec 
monetary financial summary of the requirements of 
Ontario Arts Council to move into the implementatio1 
its new three-year program. It was a significant prese: 
tion. During the course of it, they talked about not only 
necessity for the arts in terms of support for quality of 
but about the economic impact of the arts, which may : 
be words you want to include. I have it right here. ’ 
final page of their document: basically they are looking 
an increase to base of $11 million. 

1040 
The Chair: In year one. 


Mrs Sullivan: In year one, which is the budget } 
we are talking about. 


The Chair: That plan calls for a three-year increme 
increase. If I remember, the final numbers were sO. 
where in the neighbourhood of $20 million over the tl 
years. 


Mrs Sullivan: It is $26 million. If the governn 
caucus is looking for a reference for framing, perhaps 
could suggest that the Treasurer acknowledge and com 
to the three-year program with the Ontario Arts Cou! 
and budget in the current fiscal year an $11-million 
crease to the base. 


Mr Christopherson: The information for tha 
where? Is it in their submission? 


7 FEBRUARY 1991 





Mrs Sullivan: It is in the Ontario Arts Council pre- 
ntation. 
The Chair: It is on the last page. 


Mr Christopherson: There was a chart on the sub- 
ission you showed? Okay. We will take a look at it. 


The Chair: Further discussion? Should we move on 
the next section? 


Mr Christopherson: The next paragraph leads in: 

“The committee recognizes the construction sector’s 
iding role in the economic recovery. Any efforts to stim- 
ite economic activity must begin in this area. 

“The committee, therefore, recommends that: 

“The government should continue its antirecession 
ending on public works for maximum impact. 

“The Ontario government should urge the federal goy- 
ment to relax its adherence to high interest rates and 
ht monetary policy in order to reverse the downturn in 
> construction sector. 

“The government of Ontario should negotiate with the 
leral government to begin addressing the transportation 
eds of the north. 

“The province should seek a creative financing arrange- 
mt by all levels of government to finance new infrastruc- 
€, maintenance and renewal. 

“The committee would like to note that other recom- 
mndations were made under ‘Social Issues—Housing.’” 


‘Mr Phillips: I think the challenge here is going to be 
it in the preamble it says, “Any efforts to stimulate eco- 
mic activity must begin in this area” and that three of 
: four recommendations are long-term and therefore, I 
nk, will look a little unusual if this is going to be a lead 
tse to work out of the recession. It talks a lot about 
iger-term solutions. I would think you would want to be 
ittle firmer on accelerating this antirecession spending. 
indeed we are only six to eight months from coming out 
the recession, whatever we want to do to bring it out has 
occur instantly. 

I do not know whether you want to mention the sewer 
d water commission in here. I think it is planned to 
yceed, but that seemed to me to be another thing that can 
ve things along quickly. 

The last point is that I know it will be convenient to 
me the federal government—for both parties that are 
I here it might be easy—but the fact is that we cannot 
© sight of the fact that the federal government still only 
wides about 10% of the revenues to the province; 90% 
ne from elsewhere. So there will be a limit to how 
ich we can blame them—it would be good—for all the 
momic woes. I think it is a nice tactic. I think we have 
be careful of hiding behind the federal government, be- 
ise in at least two and maybe three of the four recom- 
ndations, we are looking for the federal government to 
pus. 

My point is this: If we are looking for things to bring 
out of the recession in the next few months, I do not 
ak three of the four recommendations are timely. They 
y be things we ought to look at for the longer term. | 
uld think you want to be talking about accelerating the 
irecession spending, and maybe we want to look at 
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other things. In the Agenda for People, there was $200 
million a year committed to the northern fund, for which 
you may not have to wait for the federal government, and 
$100 million a year for the four-laning; that one says it will 
be after negotiations with the feds, but when things are as 
desperate as they are now, I am not sure you want to tie all 
your fortunes to the federal government. 


Mr Elston: Bringing my past experience to bear on 
the item dealing with northern Ontario travel. I remember 
quite well that Floyd used to advocate, as did his col- 
leagues in the last Parliament, that we should proceed and 
move ahead rapidly with our own initiatives and not wait 
for the feds, because they were not very reliable anyway. I 
would think that Floyd, taking this type of recommenda- 
tion, would sit in his office with his feet up on his desk and 
laugh and say, “That’s no recommendation at all,” because 
he knows the practical nature of a recommendation. I said 
that yesterday about agricultural stuff and a whole series of 
things. It just lets the whole problem escape having to be 
addressed. Anyway, that is in that particular issue. 

I have a bit of a concern at this moment putting a 
checkmark beside these recommendations as well, when 
you say, “The committee would like to note that other 
recommendations were made under ‘Social Issues—Hous- 
ing,’” because there were some specific things that we had 
asked you to consider, and if you did not accede to imple- 
menting some of the recommendations that were listed as 
stimuli for increased housing construction, under that section, 
I would make the same arguments here. If you recognize 
the construction industry as the prime mover of the On- 
tario economy out of recession, then we ought to have 
some very specific recommendations for the Treasurer 
saying that the material presented by some people with 
respect to housing or with respect to these particular pro- 
jects was such that they would develop both employment 
Opportunities and tax revenues for the province to help us 
move forward. 

While I can understand you wanting to put that in, I am 
not sure whether you put anything else in that is going to 
be precise enough to be seen as a recommendation that 
really goes along with your preamble. 


Mr Christopherson: I can respect what you are saying. 
It is consistent with your position yesterday that most of 
the ticks were tentative. I think this is one where if you are 
not seeing the wording that you prefer in that section, you 
may then have to pull back your support for that and this. I 
understand that. We will be aware of that when we make 
our final deliberations. 


Mr Elston: David, you are in this a little deeper than 
any of the rest of us, because you are doing some consulta- 
tions as well with the Treasurer in the pre-budget sense, 
and you are in the flow of information. Is it your intention, 
the NDP caucus’s intention, that we have specific items for 
the Treasurer to consider? Yesterday we did consider fund- 
ing the SARC group’s corporate strategies. I know I re- 
acted rather negatively to that one, but as an example, you 
chose to recommend a funding area there for discussion 
purposes, but in the housing and construction sectors you 
have chosen no particular programs as items you felt 
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should be favoured with a particular move. I see, for in- 
stance, in the housing one, again, for yesterday, the recom- 
mendation that the 20,000 non-profit units be built. 

I do not want to go through each of those items and 
discuss their relative merits if it is not the intention of the 
committee to consider recommendations along the lines of 
specific programs that have a fiscal outlook and that also, 
because they are a little more defined, would have a real 
effect on employment and other things. If you do not want 
to consider those things for inclusion, if you want to be 
more general in nature in this document, I will accede to 
that and not waste too much time. But if you want to do 
some specific checkmarking of programs that appear to be 
good ideas, I would not mind giving a couple of my ideas 
on the list that is in front of us. 
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Mr Christopherson: We have been very frank, other 
than some of the usual sparring that happens between dif- 
ferent parties. By and large, we have been having good, 
direct discussions and we understand where we are coming 
from. 

We do not envision a document that gets into specific 
programs in great detail in every area. That is not to say 
there are not programs, for instance, that we would high- 
light if we really felt they were that significant or that there 
was special merit to them. At this point our feeling is that a 
lot of those programming decisions, especially where they 
were not addressed specifically in submissions and specific 
recommendations made, are best left to the people who are 
in that area, both the bureaucrats and the politicians of all 
political stripes. 

If there is a fault in this system or this approach—I am 
not pretending to be a newcomer who sees everything and 
neither do any of my colleagues—the downside seems to 
be that it kind of jumps all over the place. We do some 
macro discussions when the banks come in, the economists 
come in, the labour movement, the agriculture people. Al- 
though we do the macro, then there are also the interest 
groups who come in within not only a ministry, but within 
a branch and within a program, as you pointed out yester- 
day with the assistive devices. You were much more aware 
than any of us, of course, on that and even within that 
division, within that branch of the ministry, if you will, 
there are still a number of programs, and people would 
come in pushing that one particular program. 

It is not that we were hesitant about putting our own 
government on the hook because we are identifying pro- 
grams; it was rather that without the expertise and without 
the broad discussion to give us the background, were we 
indeed making the right recommendation or were we 
merely responding to an interest group that had the oppor- 
tunity and the means to come in and make a presentation? 
That is where we are at right now. 


Mr Elston: I guess in many ways, if you look at some 
of the collection of recommendations, it would seem to me 
to be fairly easy for you to go along and say, for instance, 
in the housing section again because I have that on my 
mind, that a recommendation by a group that you have 
received to develop 20,000 non-profit housing units ought 


not to need too much debate since in fact you sugge: 
An Agenda for people that you not only do that, but 
you do more, in many ways. I could not anticipate that 
need a whole lot of discussion because it is part of \ 
raison d’étre perhaps. Can we recommend something 
specific, because it really goes right along with the flo 
your sort of battle document, if I can describe the Ag 
for People as that. 


Mr Christopherson: It is certainly becoming that 
me say that I was responding to your general overview 
I leave that to stand on its own. As we go through thins 
you feel as a caucus that we are not being specific eno 
and if we have reviewed everything you have had to 
then of course we have the means available that you 
dissent and disagree. You asked me generally how 
were approaching it so you did not waste the valuable 
we have left today, and I think I have tried to be as he 
and open and specific as I can. 


Mr Elston: Okay. 


Mrs Sullivan: I wanted to look at this section, re 
In fact the section relates more to reflation policy thi 
does particularly to the construction industry, I just wa 
make some observations about some of the things tha 
written here. 

First of all, we know that the government has com 
ted $700 million in spending as an anti-recession pc 
All the way through the hearings we questioned ec 
mists and people from various sectors to confirm thi 
this type of a recession, that would be a valuable contribu 
and we heard that in fact spending in capital areas w 
worthwhile thing for the province to do, and there 
recognition that the federal government was not in a ¢ 
parable position. 

As we look at what has been spent, first of all, \ 
was promised for this current fiscal year was $41 milli 
think. Now we are down to about $34 million in pro 
that could be sprung. That leaves about $665 million 
the Treasurer has committed and he, again in his inter 
before us, said “should be committed.” So we look at 
the province spends its capital dollars, and when it sp 
it, and traditionally about one third of government sp 
ing is in direct spending: the province puts in 100- 
dollars and spends 100-cent dollars. The other two tl 
are transfers that go out and the capital is spent in 
hospitals or wherever. 

One of the things that I see here as being problema 
in terms of making a recommendation is that there 1 
differentiation between where the government ought t 
spending its own direct dollars, what portion of that § 
million that is there for everybody to see should be d 
provincial spending, and what portion ought to rel} 
municipal or other transfer sector involvement. Given 
the transfer announcements are so late, how can we ex 
the municipalities to budget for the increased capital dt 
the period of time when it is going to be necessary if 
whole thing is going to work as a reflationary device? 

I put those things to you for your consideration. Ir 
view the province, simply because of the lateness of 
transfers, is going to have to consider a far greater propo 


7 FEBRUARY 1991 


F-489 





these expenses as direct expenditures than might other- 
ise have been the case, because there is just a lack of 
anning time at the municipal level. 

The other thing is that we asked for and finally got 
day from Treasury—we asked on the very first day of 
2 hearings, I want to suggest to you, and finally got 
day, on the last day of discussion, a discussion paper on 
2 infrastructure spending. In fact, I had particularly asked 
out projections relating to the greater Toronto area. It is 
te. A lot of the projects that are identified in this docu- 
ent, or at least the parameters that are included, are ready 
go. Whether you want to suggest that specific areas 
ght to be looked at—we did not have the greater Toronto 
2a Office in to testify before us, but clearly the water and 
wage problems of that area have been voiced as a signif- 
t need over a period of time. I am not certain how 
ific you are getting. I have been pressuring for more 
ecific discussion, but I am just making those observations. 


Mr Christopherson: Thank you, and they are noted. 
The Chair: Whoops. 


Mr Elston: Mr Chairman, the opposition is pretty 
Ipless. 
The Chair: I would like to say that the opposition has 


en very helpful this morning. Thank you. 
Mr Christopherson: Which ones? 

; The Chair: They picked up my piece of paper that 
1 on the floor. 


Mr Christopherson: Credit where credit is due. The 


es who are here? 


| The Chair: I do not think that should go unnoticed, 
it the participation of the Liberal Party here is in full 
qe 


i 





| Mr Phillips: Fairly good quality, too. 
| The Chair: And they think it is fairly good quality, too. 
Mr Christopherson: Certainly attentive. 

Mr Phillips: The division did not carry. 


The Chair: That is for this week. The last one was for 
‘contribution last week. 

Where are we at this point? Are we revisiting these in 
ht of the comments that have been made and should we 
to get through this entire document this morning, so 


t we can—we should move along. 


Mr Christopherson: I am waiting for your direction, 
Chair. ] am ready to go. Just give me the word. 


The Chair: I just wanted to make sure that we have 
ud everything on this section that we want to consider 
1 then can move along. 








Mr Christopherson: We have made notes, as we 
ve all along. We will respond to them. 

10 

The Chair: “Committee’s Observations and Recom- 


ndations—page 12.” We will let him read it into the 
ord. 


Mr Christopherson: “The committee is fully sup- 
‘tive of a renewed partnership between local school 


| 
| 





boards and the province. The relationship that currently 
exists cannot be allowed to continue. 

“Therefore, the committee recommends that: 

“The province attempt to forge a new era of cO-opera- 
tion with local school boards. 

“The Fair Tax Commission should be directed to ex- 
amine the issue of 60% provincial funding for education, 
and that the Fair Tax Commission give this issue immediate 
priority. 

“The government should support the Ministry of 
Education’s review of the capital grant program and 
should urge consultation on such key policies as: 

“the funding criteria; 

“the allocation process; 

“flexibility/innovation; 

“child care capital; 

“tated capacity and true capacity.” 


Mr Phillips: I will try not to be too partisan here, but 
this is perhaps the most pathetic one in the whole docu- 
ment. I tell you that I am very sensitive on this because 
during the whole campaign, if there was one promise that 
was so clear-cut, at least in Metropolitan Toronto, it was 
the 60%. 

I go back to the Ontario Teachers’ Federation press 
release: 

“The president of the 124,000-member Ontario 
Teachers’ Federation applauded today the campaign plat- 
form of the NDP party to restore 60% provincial funding 
for public education. ‘NDP Leader Bob Rae confirmed his 
party’s support for education during last night’s television 
debate....It was pathetically apparent that the other two 
parties do not perceive the education of Ontario’s young 
people as a major concern.’ 

“The OTF board of governors has demanded that the 
PC and Liberal parties respond by declaring their commit- 
ment....‘We challenge them to recognize their responsibil- 
ity.... They can best do this by promising a return to 60% 
funding....Provincial funding has actually dropped to 41% 
and local taxes have had to cope with the differential.’” 

Then, in An Agenda for People: 

“New Democrats propose raising the provincial share 
of education costs to 60% over five years, providing a 
solid base for better education funding and lifting some of 
the load of property taxes. 

“The cost of the initiative over the next two years 
would be $1.5 billion. That’s also $1.5 billion in property 
tax relief for Ontarians. We want to reverse the punishing 
increases in property taxes which hit seniors and low-in- 
come people especially hard.” 

There is no question in anyone’s mind about what was 
intended: 41%—the ministry outlined what 41% is, prom- 
ised 60%. It will be seen as quite a major betrayal, I think, 
by the property taxpayers, by the teachers and by the 
school boards to try to shelve this for two or three years in 
the Fair Tax Commission. It just will not fly; it honestly 
will not. 

As the OSSTF said, “We call on the Treasurer to define 
publicly once and for all the components of the provincial 
share as discussed above, and to agree not to change it 
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unilaterally. Were he to do so, he would impose a much- 
needed measure of integrity on our discussions.” 

There is no question that the teachers’ group knew ex- 
actly what it was, that the trustees“ groups knew, that the 
property tax people knew. I think we are going to have to 
make some commitment on moving to reduce the property 
tax burden in this budget and the next budget. I think is a 
comerstone of the Agenda for People of the Agenda for 
Power, whatever it was called. I really think that of all the 
recommendations in here, this is the one that—there are 
others in here that I think you are going to have trouble 
with, because it will look like delaying tactics, but this one 
is just too transparent. 


The Chair: Comments? 


Mr Elston: I just had one brief one. You are going to 
get yourself into a little bit of trouble as a caucus here 
because of the problems that are occurring right now in 
Kingsville. You are getting some very interesting editorials 
when you talk about forging a new partnership with school 
boards. Marion has just returned from Kingsville, and the 
editorials down there are “jackboot tactics,” “un- 
democratic.” This is from the Windsor Star after Marion 
went in and said: “You four school boards sit down. 
You’ve got one hour to consider my ultimatum, and by the 
way, Kingsville school is now gone.” Kimble, you are 
shaking your head. This is partisan—there is no question 
about it—but it is a very difficult thing for a group of 
people to say, “We’ve got to have a new partnership,” 
when Marion is going around saying things like, “You’ve 
got an hour to decide, you trustees, what we do with that 
school down there.” 

She goes in and she says, “Oh, councils, if we give any 
more money, you don’t have the right to use your taxing 
power as a council to do what you will with your demo- 
cratically given opportunities for doing programs locally.” 
I just want to bring it to the attention of the committee. I 
am not reading some of these things because they are 
highly inflammatory and will get us nowhere, but I just 
want to give you the context of the way some people are 
feeling in light of what you are talking about in terms of a 
new co-operative atmosphere. These people as well— 


The Chair: Could I see the article? 


Mr Elston: Yes, I can give this to you. This article as 
well, by the way, is indicating that there was a real inten- 
tion by Boyd not to be around when the decision ulti- 
mately was announced in Essex; she left. Neither David 
Cooke nor any of your members down there, I guess, ex- 
cept for Pat, who is a newly elected member this term, but 
Dave Cooke is the veteran and none of those people were 
there when this occurred. 

[ just want you to be prepared for the idea of having a 
partnership when you know that style is out, and perhaps if 
you could deliver a wee bit of a message that if you are 
really setting out a new partnership type of activity in this 
document, then other people had better be able to live with 
this style of partnership that some of your ministers are 
delivering. 

Mr Christopherson: Let me respond this way: As a 
new group of members in government, specifically we 


have been attempting to find the line among ourselve 
acting both in the capacity as non-partisan members of 
committee, but also recognizing the reality that we ar 
members of caucuses and that that has an impact on \ 
happens here. I think the best thing about our discuss 
is we do tend to acknowledge when we are trying t 
non-partisan and when we are wearing the party hat, 
everybody has been, I think, really up front about that. 

We have been trying to walk that line and we tal 
very seriously. This recommendation is one which all 
members of our caucus on this committee feel ' 
strongly about in terms of the area of co-operation 
with school boards and with municipalities, and if t 
are incidents that you believe or the other opposition 
ties believe are at variance with that recommendation, 
I not only expect but almost know for a fact, you will f 
out and that you will be using this document and holdi 
up and saying, “This is what your committee has si 
etc. I do not need to make the speech for you. You wil 
make it many times. 

On that issue, I would just say that we are comfort 
enough in our capacity as members of this committee 
as new MPPs to make that statement and to stand be 
it, and if you will, deal with anything that comes a 
wards. Now I do not want to leave the impression that 
is an absolute purity high road that we have taken. 
report shows that we have got some realities to face, 
on that issue I would just say to you on that we feel’ 
strongly about it and we are very comfortable with 
clause being in there and we will deal with other thing 
they happen. 

On the 60%, we spent a fair bit of time on that is 
We knew how Mr Phillips and the entire opposi 
caucuses felt about this issue, and we felt that this rec 
mendation was not a delay tactic. We felt that it was. 
sistent with Agenda for People in the context of what 
Premier has said, that we will implement what we can. 
the term of this government and if—the opposition t 
days can quote Agenda for People from memory b 
than I can, but the acknowledgement was that over 
years the 60% would be reached and there was a refer 
to some action within two years. 

I would bring to the attention of the Liberal caucus 
the Treasurer went to great length to say, and repeat 
many times, that when he announces the Fair Tax C 
mission and when its mandate is approved or appoit 
however that process happens, he not only hopes but 
pects there to be recommendations that will come in 
short and medium terms and that everything will no 
waiting for the end of the commission’s work. 
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It was asked, I think by the Conservatives: Was 
Fair Tax Commission merely the groundwork for the p 
in our re-election platform? The Treasurer said clearly 
it is not, and I do not believe it is. I believe it is a sin 
effort on our part to make significant changes to the 
system and our relationship with cost-sharing bodie 
responsibly and as thoroughly as possible. That is why 
government has gone this route and our caucus feels ¢ 
fortable with that. 
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We have taken the step of giving this issue immediate 
riority. Again, we can always attach immediate priority to 
verything. In a political sense, that is what the opposition 
ould like; that is certainly what our opposition did. But 
e feel strongly enough about this issue, in the context of 
e Fair Tax Commission and its work and the recognition 
at there are going to be short- and medium-term recom- 
endations, that this be given the immediate priority we 
ik. 

So we are still, as we are on everything else, listening, 
aking notes, and are going to consider everything that is 
id and get back to you about any changes we might feel 
ymfortable with, but I thought that needed to be said, 
‘cause we did spend a great deal of time on this and I 
ink we feel good about what is here and are comfortable 
ith it. But I am, on behalf of my colleagues, willing to 
k that if you still have further comments we would be 
eased to receive them and consider them. 


Mrs Sullivan: I just had one observation about the 
ay you have written this. Of course, we are very sensitive 
jut this issue, as you will understand. We are looking at 
e Fair Tax Commission and the examination of the issue 
60% provincial funding. In fact, what we have been led 
understand by the Treasurer is that the Fair Tax Com- 
ission, this tax review process, will be looking at the 
urcing of funds, the raising of funds and where the pro- 
tional balance should be in terms of education, not at 
hat comes back out from the province. You may want to 
ange the wording, because in terms of the funding of 
ucation there have been studies done relating to the cost 
d the definition of terms and so on,; last year there was a 
lect committee on education that talked about it at great 
agth. You are not talking about reinventing the wheel, it 
ems to me; what you are talking about is looking at what 
coming in rather than what is necessarily going out. So 
iu may just want to look at what in fact you want the Fair 
x Commission to do. 


Mr Christopherson: Specifically, what might you be 
ggesting? 


Mrs Sullivan: Do you really want the Fair Tax Com- 
ssion to look at the 60% question—that has been re- 
wed to death—or do you want it to look at the issue of 
cation on property tax being directed to education? What 
you want them to do? 





Mr Christopherson: I see. You are concerned that the 
nding may suggest that we want them to look at whether 
S fair that we should pay 60% or 70% or 30%, and more 
+ question of just how that should be done. Is that a fair 
sessment of what you are suggesting? 


Mr Elston: You are not going accept from the Fair 
x Commission a review to your decision to move to 
% funding, are you? You do not expect them to do that, 
t that is the question you have really given in this: look 
the 60% issue. I do not think that is really what you 
ly want; you want to look at the sources of funding. I 
nk you are already committed to the 60%. 


Mr Christopherson: Let us take a look at what you 
ve pointed out. 
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Mr Phillips: Members may appreciate the dilemma 
we are in. I go back to the Agenda for People. It says there 
Is a recession. Floyd had to have been involved in the 
preparation of the Agenda for People. Your senior financial 
person could not have avoided that. That is the big consul- 
tation. We are less than six months away. There are 13 cost 
recommendations in the Agenda for People. So far, you 
have shelved 11 of them, other than the Fair Tax Commis- 
sion, or just delay. The third thing you are trying to do is to 
blame the feds. 

From our side, we were defeated on the basis of your 
saying you would do these things and the dastardly Liberals 
would not. So I think you can expect us to say: “All right. 
You knew there was a recession. Floyd helped prepare the 
document. The recession is going to be over at the end of 
this year. How do you do it?” As we go through each of 
these, you put one thing into Floyd’s filing cabinet on the 
Fair Tax Commission, with another one you say, “We can’t 
do that unless the federal government co-operates,” and on 
others you are just backing off. And then you want us to 
sign the document. You cannot have it all ways. That is 
what I am saying. That one will not go down my throat; it 
will not even go in my mouth, because it is such a, frankly, 
pathetic backing off from a major commitment. 


Mr B. Ward: In your opinion. 


Mr Phillips: No, any person who looked at it. There is 
absolutely no question of what the commitment was. You 
can say, “We want to back off it now, we’re sorry,” do a 
mea culpa and say, “We lied,” but that is a clear, unequivocal 
commitment. The Premier himself wrote a letter a week 
before the election promising $400 million to the property 
taxpayers of Metropolitan Toronto, 21% of the cost of pub- 
lic education. As the group that was in here the other day 
said, “We have a letter from the Premier saying that’s what 
he would do”—the now Premier, the then Leader of the 
Opposition. 

I know you are squirming a bit on it because it is going 
to be tough. But for us it was not particularly pleasant to 
be picketed, with people saying: “Well, another party can 
do this. Why can’t you?” So now, you are going to have to 
do it. 


Mr Elston: It got rather intense at some of those 
events. 


Mr Christopherson: Just a couple of points. I under- 
stand your sensitivity. It is apparent. I am sure that if we 
found ourselves in the same situation we would be as sensi- 
tive to any agenda that a party that defeated us was putting 
forward. There is no trivializing our recognition of your 
feelings. 

Let me make two quick comments on that issue. First, 
it is acknowledged in An Agenda for People that there is a 
recession. I am now answering for myself; this is not a 
govemment position. I think it has been pretty evident in 
the submissions we have had here today and from every- 
thing we have seen and heard and read about in economic 
circles that this recession has not performed like any other, 
it has not been anything like what happened in the early 
1980s. There have been major changes. In fact, our own 
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report reflects the fact that there is economic restructuring 
and other changes happening that did not happen. 

I would also point out that there are clear points of 
reference from economists who have said that the reces- 
sion declined, and the acceleration in the decline of the 
economy and the deepening of the recession happened 
quicker than anyone expected and quicker than anyone 
was anticipating and signalling. I think that is also fair. 

I accept the fact that you point to the word “recession” 
in the Agenda for People, but I do think when we are 
looking at things and weighing them out fairly, it must be 
acknowledged that it has not performed in exactly the way 
economists had expected—any economist, regardless of 
philosophy—at the time that document was written. 

The other thing I would point to, again, is that our 
Premier has made the position on behalf of our govern- 
ment, and your caucus and your leader and the leader of 
the third party have attacked this position. That is fair ball, 
and it has happened in the appropriate arena. But the point 
is that our Premier has said we will be judged on all of our 
election promises as we have performed over the up to 
five-year term of our mandate. On behalf of our caucus in 
this committee, I do not believe this recommendation is 
inconsistent with either of those points. 
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The Chair: I notice we have the Treasurer here. I say 
good morning to you. Do you wish at this point to address 
the committee? 

Hon Mr Laughren: I apologize for dropping in this 
way, Mr Chair. I had a cabinet committee on labour and 
economic policy but I squirmed out of there. I had heard 
there was a problem on the committee yesterday and, as a 
strong believer in the committee system, I wanted, if you 
had the time, for a couple of minutes—I do not want to 
take over the agenda of the committee or try to, by any 
stretch of the imagination. I talked to my parliamentary 
assistant, David Christopherson, last night. I ran into him 
on the street, as a matter of fact. He indicated to me that 
there was a problem yesterday, there was unhappiness that 
we would not provide some numbers to the committee. | 
was bothered by that, because that is not how I believe the 
system should work. If you wish, I could try and clear up 
some things, although I am not too sure to all your satis- 
faction. I would be prepared to try, if you want to take a 
few minutes now. 

The Chair: It is very nice of you to show up, to come 
to this meeting. It was totally unexpected. You are wel- 
come. Maybe we should do it by way of allowing people 
to ask you questions. 

Hon Mr Laughren: Can I give you a couple of indi- 
cations first? Would that be helpful? It might obviate the 
need for some questions. I am sure you have other items 
on your agenda. This is your last day, is it not? 

The Chair: Yes, it is. 

Hon Mr Laughren: That is another reason I wanted 
to pop in today, because I knew it would be the last 
chance. 

We have done some very rough projections for 1991-92. 
They are based on data I would just be careful about 
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because there are so many imponderables at this point 
one example, we have no idea what the federal go 
ment is going to do in its budget with the transfer 
ments, absolutely none. We know from the cuts they 1 
last year on the two big programs, CAP, Canada assis! 
plan, and the established programs financing, that w 
going to be down over $1 billion, and there are a cour 
other small ones that add up to about $1.3 billion w 
going to be down. 

Mr Wilson is already hinting at a smaller piece o 
to share with the provinces. We are not trying to be m 
rious. We really do not know what is going to happen 
the revenues. We do not know growth in the economy 
do not know to what extent it is going to continue thr 
the year. There are guesses, but our guesses in the 
year, as you know, the projections during this past 
have been off base. They have not been very good, | 
frankly, as the economy has deteriorated from under 
us. I am nervous about those numbers. 

We—the people in Treasury—went through and 
to do some high, medium and low numbers about grc 
I can see Mr Elston nodding his head. I am sure whe 
was Chair of Management Board he was engaged ir 
kind of process too. 


Mr Elston: I was certainly accused of relying 
heavily on the lower end of a lot of expenditure need 
least that is what my caucus and cabinet colleague 
cused Management Board of doing. 


Hon Mr Laughren: Right. I have heard the line 
fore. 

I will start off by going through what the high anc 
economic projections are and then take a look at the : 
nues. If you leave inflation in, in other words, not 
growth but just nominal growth, at the high level we : 
as possibly 5.9%—that is gross domestic product; th 
very high—at the medium, 5.5%, and at the low 1.7! 
you assume, which was what the grey book did last y: 
believe, that our revenues will grow at 90% of GDP, 
you would get revenues at the high end of around $ 
billion and at the low end of about $44.8 billion. The 
end is assuming, by the way, that revenues only gro 
80% of GDP, in other words, lower elasticity. 

But I would keep in mind that there is nothing in) 
that reads the budget changes at the federal level. The 
nothing in there that has to do with any changes in provi 
taxes, because we have not made those decisions yet 
have barely started that. We are running behind; there 
question about that. We are running slower than the gor 
ment and Treasury was last year at this time. I do no 
that apologetically, because it has been a transition pt 
from 1 October when we were sworn in. For example 
major transfers we are going to announce on Monday, 
we are behind on that as well. I do not particularly Ii 
but that is the way it is. 

If we take out the inflation and end up with real | 
growth at the high level—this is at the high level—it 
comes to less than 1%, 0.9%, we think, and at the 
level, minus 2.5% growth, negative growth, in the e 
omy. We are looking at unemployment as well. At the 
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vel, which is 0.9% real growth, we still have an unem- 
loyment rate of over 7%, 7.1%. At the low rate, in terms 
f real growth, but high rate in terms of unemployment, it 
ould be over 9%, I think about 9.2%. 

Those are the three scenarios. It would be very logical 
you asked me: What assumptions did you make in order 
) arrive at the high and low scenarios? For the high sce- 
ario, in terms of economic growth, that assumes it would 
2 an earlier recovery in the US with its economy than 
any people are projecting and an early end to the war in 
e Gulf, which everybody seems to agree would cause a 
bound in consumer and business confidence, which has a 
t to do with investment and spending; it also makes the 
sroic assumption that there would be continued and sub- 
antial reduction in interest rates in Canada. I think you 
10w why I say it would be a heroic assumption. I am sure 
ren Mr Stockwell would agree with me. The low end, in 
rms of low real growth—I thought maybe some of you 
d not see Mr Stockwell come in—at the low end, it 
plies that the recession in the States goes on longer than 
e hope it will and that the war drags on as well, and 
cause Of those factors that consumer and business confi- 
nce declines as well. 

That is a very, very rough and, I realize, lay person’s 
ay of approaching it. You could draw a line down the 
iddle between those highs and lows as well and come up 
ith something, but that is how we see it. 

There are a couple of comments I would like to make. 
ne is that I think you appreciate the fact that we are quite 
ppy to share these kinds of things with you. It is always 
ngerous, when things are changing, that you are going to 
at us up later when these numbers do not come out the 
4y—we are saying, “These are what the projections 
uld be,” and you say: “Look, you guys don’t know what 
ire doing. You said this and here’s what’s really hap- 
ned.” I do not think the official opposition would say 
at to us, but others might. 


Interjections. 








Hon Mr Laughren: Anyway, I will not tease the 
ars. 
The other thing is that we cannot be put in the position 
‘writing the budget in public. I think that causes all sorts 
‘nonsense Out there. I am not a big fan of secrecy, and 
are going to be wrestling next year with how to make 
? process a little more open, and I would hope to use this 
mmittee. At the same time, there is a line you walk 
re, in terms of dealing with revenues, based on the tax 
anges you make. There is some kind of balance there 
dI, quite frankly, do not know where it is. I would hope 
u will respect that dilemma of trying to be as open as we 
1 without writing the budget in public. We are—I am not 
t saying this—just now starting the process of looking 
potential revenue sources at a time of a recession. We 
Ow, Once again, that that is a fine line to walk. 

Anyway, I will stop talking. I have a few minutes. I 
ve to go back to the labour and economics committee, 
tI would be glad to try to answer any questions. 
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Mr Phillips: We are trying to get a handle on reve- 
nues for next year, and we find this process quite difficult, 
because I think in the past a grey book has been prepared 
and it says, “If the status quo goes on, here’s the revenue, 
here are the expenditures and here’s the deficit.” I do not 
know whether you want to give the committee advice on 
what kind of deficit one should be considering. I know you 
have mused in the press. We did get today from your officials 
an estimate that for every lowering of the credit rating, it 
costs $25 million a year per billion dollars. I assume we go 
to the market for $4 billion this year or something like that, 
SO presumably if we lose one credit rating it is $100 mil- 
lion in incremental cost. 


Hon Mr Laughren: As a matter of fact, I was talking 
to people on that this morning. That, once again, is a very 
rough figure, because I do not think there is a formula you 
can apply. I suspect it means what is happening to other 
people’s credit ratings. The interest rates are dropping out 
there as well although, to be fair, whether they are dropping 
or going up or staying down, it is the difference between a 
triple A and a double A plus, for example, that you are 
talking about, I believe. 


Mr Phillips: I am just trying to get a hint from you of 
whether this committee needs to be worried about our 
credit rating or not. 


Hon Mr Laughren: I wish I could answer that ques- 
tion. I do not know. There is no question that our deficit is 
going up. You do not have to be a rocket scientist to see 
that the deficit is going up substantially in 1991-92. I cannot 
give you a hard number, for the reasons we have already 
gone through: some of these predictions in the economy; 
we do not know what our revenues are going to be because 
we have not set them yet; we have no idea how the econ- 
omy is going to rebound, or we do not know very pre- 
cisely. The deficit will go up. 

What I cannot read, and I do not think people in Treasury 
can, is to what extent the bond rating agencies—I think 
there are two in Canada and several in the States as well— 
will see the makeup of the deficit. For example, if it was 
expenditures out of control, that would be totally different 
than the economy going into a recession, us keeping our 
expenditures under control but not wanting to raise sub- 
stantial revenues. It seems to me that the bond rating agen- 
cies would judge us differently depending on how we 
respond, and the component of that deficit, what has led to 
that deficit. But I am guessing on that; I do not know how 
they will respond. 


Mr Phillips: I have quite a few questions. I just do not 
know how you want to handle it. Can I ask a couple more 
and then come back? 


The Chair: I think you can continue. You may ask 
questions that other people have, and if not— 


Mr Phillips: We were just having a debate when you 
came in about the Agenda for People. It is something I 
cannot get off my plate, because that is what everybody 
trots in here with. I can only assume you were involved in 
the drafting of it, as the senior financial person in the party. 


F-494 


Hon Mr Laughren: That is another heroic assumption. 

Mr Phillips: As we have said here many times, reces- 
sion was in the agenda— 

Mr Elston: Floyd, now I know why you are not wearing 
your pink shirt. The blush to your complexion at the mo- 
ment would clash. 


Hon Mr Laughren: Never mind. 


Mr Phillips: I was saying before you came in that 
there are 13 agenda costs, and so far in the committee’s 
suggestions I think 11 of them have been shelved either to 
the Fair Tax Commission or to the— 

Hon Mr Laughren: That is not shelving; it is giving 
it to the Fair Tax Commission. That is figuring out a way 
to implement it. 

Mr Phillips: Relative to your promises in the Agenda 
for People it is. You said on education taxes, “In the next 
two years, we would remove the burden of $1.5 billion 
from the property taxpayer.” Now the committee is sug- 
gesting, or government members are, shelve it or delay it 
for two or three years. 


Mrs Sullivan: Postpone, postpone, abstain. 

Mr Phillips: All I am saying is that of the 13 recom- 
mendations in here, at least 11 are going to be put on the 
shelf or delayed substantially. 

Hon Mr Laughren: That is a better way of putting it. 

Mr Phillips: Delayed substantially? 

Hon Mr Laughren: Delayed. 

Mr Phillips: I would like to comment on that, but I 
want to get the other part of my question out, too. You say 
that federal government transfer payments are down a bil- 
lion next year. From what to what are you estimating they 
will go? This year they have gone up; at least in your 
current outlook they went up another $225 million. 


Hon Mr Laughren: Yes, but we are talking now 
about the CAP. You recall that with the Canada assistance 
plan they served notice that they were limiting the growth 
in the CAP, and they did basically the same thing with the 
established programs financing. If they had not done that, 
if they had stuck to the old formula, that is how much—we 
are getting that much less this year than we would other- 
wise be getting. Am I explaining that correctly? 

Mr Phillips: What is the billion? From what to what, 
from $5.6 billion to $4.6 billion? 

Hon Mr Laughren: Tony has it. This is Tony Salerno 
from Treasury. 


Mr Salerno: The decrease is from where it would 
have been, because CAP, for instance, is triggered by pro- 
vincial spending on social assistance. To the extent that 
there is growth in that expenditure, the province would 
pick it up in the first instance but be reimbursed for half of 
those costs by the federal government. You have all heard 
how the social assistance payments have been increasing 
and are projected to continue to increase next year. Well, 
the federal share would have been increasing. Frankly, 
with the 5% cap at this time, it limits the federal transfers 
to the province to a 5% growth. Given that our projection 
of spending in that area is much higher, you will still see 
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an increase in CAP transfers from the federal governn 
However, it will not be at the rate of the provincial ex 
diture in that area. 

You were asking about the increases this year. Fir 
all, there is a delay in the transfers of those, the effe: 
reduction or cap of the federal transfers, because the 
flow is somewhat delayed. So the full impact of the 
ceiling this year is not felt to the full extent because o 
lag in the transfers to the province. 


There are also some adjustments that are include 
the third quarter Ontario finances in respect to prior y: 
essentially settling accounts with respect to prior years, 


Mr Phillips: Should we think that the federal tra 
payments will be up 5% instead of something else? V 
you say it is down a billion, I think most people thi 
must be going from $5.6 billion to $4.6 billion. 
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Mr Salerno: There is another complication there. 
cause the total entitlements will grow by 5%. However 
cash transfer could in fact be negative, depending or 
value of the tax points that have been transferred te 
province. Part of the transfer to the province is in the | 
of tax—13.5 points of personal income tax and 1.5 pi 
in corporate taxes. So to the extent that, for instance 
personal income tax is growing, if it is projected to gro 
greater than 5% it will reduce the cash entitlement. 
total entitlement is calculated, you subtract the tax v 
and what is left is a cash transfer from the federal gov 
ment. In fact, as you see, in the established programs fin 
ing, EPF, there is an inverse relationship. The PIT gre 
of $937 million triggered a reduction in the EPF trans 
and that reduction is reflected in a negative adjustr 
here in the third quarter Ontario finances. You cannot 
in aggregate right now what the observed growth will t 
the cash transfers. 


Mr Phillips: Being as gentle as I can be—as I 
before, this party and our party like to offload on the 1 
Your explanation there really just clouds it for me, bec 
I think, “All right, I understand now.” I look down at 
bottom of this document here and I see those dirty feds 
reducing the transfer payments. But you are saying 
because one of the things we agreed is that when we | 
more of the personal income tax, we would take less ir 
transfer payments. 

We are trying to figure out the advice to the Treas 
You can appreciate, as I listen to this, I am confused, 
cause you start off saying, “We’re going to get $1 bil 
less from the feds.” 


Hon Mr Laughren: Perhaps a better way of sayit 
is we are going to get over $1 billion less than we sh 
be getting, in our opinion. It is particularly offensive 
time when our welfare case loads—because this goe 
help pay for social assistance—are going through the } 
and we get municipalities such as Peel, was it, saying 
not going to reimburse the province, it is not going to 
their cost of welfare—it was in the paper this mornin 
and stick it to us. That is a very nice solution. Would 
not all like to be able to that? 
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Mr Phillips: Except that your official has said that 
art of the “windfall”—I do not like to call it windfall 
srsonally, because I follow the federal numbers and I 
ok again at the first nine months—was not windfall at 
|; it was an agreement we had with them that they would 
ve us less money in CAP payments and more money in 
come tax. Did you not just say that, that we are taking 
ore per cent on the personal income tax? 

Mr Salerno: No, the total entitlement is determined. 
Inat the federal government has done a number of times 
nce 1981, but most recently in its last budget, is limit the 
tal entitlement. The only thing I said is that in calculating 
e cash balance, you have to first subtract the value of 
ose tax points that were negotiated back in the 1970s. To 
e extent that those tax points are worth more, then the 
lance, the cash transfer, will be less. But you first have 
work off the total entitlement, and this is what they have 
duced, to the tune of about $1.1 billion last year. There is 
other $200 million in other actions, but the impact of 
AP and EPF in last year’s federal budget will cost the 
ovince next year $1.1 billion, in that neighbourhood, 
ised On our estimate of what we might be spending on 
cial assistance. 


Hon Mr Laughren: Our other problem is that there is 
) indication that that is the end of it either, for this coming 
rar. 

Mr Phillips: I am sorry. I guess somebody else had 

ated it. I think we get about 11% of our revenue from this 
urce; 89% comes from elsewhere. You are saying it is 
lly going to go up maybe 5% instead of substantially 
ore. 
_Mr Salerno: No, it will grow at a rate lower than 5%, 
e cash transfer, because you have to distinguish between 
total entitlement and the cash transfers. All J am saying is 
at the cash transfer here, what you will observe in that 
gment of the budget that is the federal transfers, will 
sely grow at a slower pace than 5%, because I think the 
tsonal income tax may be growing at a faster rate so that 
ill offset some of that. 

This is all assuming that there are no prior year adjust- 
ents, which there may be, and that might be positive or 
gative. That may cloud up exactly the observed rate of 
owth. It is not a simple calculation. I am sorry if I seem 
be making it even more confused, but that is the way it 
eS. 

Mr Phillips: When we got the $1 billion, I just—I am 
peating myself, Mr Chair. 

Mr Elston: Perhaps while we are with Mr Salerno 
sclosing how he determines revenue from the feds, per- 
PS we could get the Ministry of Education in to tell us 
out general legislative grants too. We might as well con- 
ue On in this same fashion. 

I just want to thank you for being here. When I was 
tening to this—Dr Christie and his panel have been 
rough this with others before—I cannot help but reflect 
| several policy and priorities meetings we used to have 
a previous situation we found ourselves in. This is not 
J much different from what we were dealing with last 
ar. | remember the issues for us last year were: What are 
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the feds going to do to us when the budget comes down in 
February? How difficult is Wilson going to be? What is he 
going to do? We just went through, and basically both the 
Treasurer and Mr Salerno have told us again that there is 
concern about just how far the speculation on slashing at 
the federal level will go. That is a given. 

I remember as well having the three scenarios for in- 
come. For revenue levels you have a bright one, you have 
a not-so-bright one and then you have one that is abso- 
lutely dismal just to get everybody’s attention, because if 
you do not get everybody’s attention, then you can be 
really in bad shape. 

I know what happens. People reach out and say, “Okay, 
this is what has been generated internally.” Can you tell us 
of the options that have been chosen by Treasury, if you 
have sort of an accumulated wisdom from the private sec- 
tor as to which of the options is most likely to occur? 
Because I know there is a comparison always made intemally 
with external numbers, and although there are various people 
who do the crystal ball gazing, you would kind of like to 
know whether your crystal ball is as finely tuned as others 
or not. Did you bring your crystal ball with you? 


Dr Christie: No, I do not have much room. We do, as 
you have noted, look at the external forecasters for the 
Ontario economy. When we were here last time, we left 
with you some material on what we had at that point in 
terms of what people were saying for Ontario. One of the 
difficulties with that approach is that, while we try to stay 
as Current as we can, the way that business works is that 
there is always quite a publication lag between the time, 
say, that the forecaster for a chartered bank internally 
changes his or her forecast and gets it through his manage- 
ment process and through publication, etc. When those 
forecasts come out they are often quite dated. 

While we do try and measure that and have a good 
sense of where people are, and by talking to them have a 
sense of where they are versus what they have published, it 
has not traditionally been a really good test of where in the 
range things are going to be, because, as I described, you 
never know where the range is at any point in time; it is 
only a couple of months later that you see where the range 
was, I think. 

Mr Elston: There have been, I think, though, an es- 
tablishment of a general track record of those people who 
come closest to the dart board, when the dart board actually 
appears where the dart was thrown, if I can describe it in 
that fashion. You would probably rely on a particular orga- 
nization more for a good track record than others. Can you 
tell us what those are? 

Dr Christie: How many reputations are going to— 

Mr Elston: The Conference Board of Canada some- 
times comes out with good stuff— 

Dr Christie: From year to year, our experience has 
been that, for example, certain forecasters appear to be 
better at anticipating higher growth than everyone else, so 
if you are in a high-growth environment you will find 
person A to perform quite well; when it turns around, per- 
son A is probably the worst of the forecasters because he 
tends to be more optimistic. You will find also people in 
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the other camp. We have not found anyone who is, good 
years and bad years, better than the crowd. 

Mr Elston: Not to spend too much longer on it, basi- 
cally this is normal exercise for the folks in Treasury, even 
this year, although it may be more difficult to isolate just 
how deep the recession is, and there is one more really big 
variable, which is, of course, the war in the Gulf, an external 
influence that none of us probably anticipated. I do not 
remember us talking about a war in Kuwait and Iraq a year 
ago when we were looking at budgetary items. That going 
into the mix, it is going to be still difficult, but it is normal 
experience for budget activity, is it not, when you try and 
figure what your revenues are going to be? 
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Dr Christie: There is a continuing exercise, week in, 
week out, certainly in terms of the economic indicators. 
There is usually something coming out every week, and 
you look at it and try and assess it and say, “Does this 
make enough of a difference to change the forecast of any 
particular major item?” but, as I am sure the committee has 
noted from the people who have come to talk to you, 
things are sufficiently fluid now that it is a rolling exercise. 
At any point in time the numbers are different, so there is 
not a high degree of reliance placed internally on any 
given set of numbers, because the staff working on them 
know, just wait 10 days and they will be different. 

Mr Elston: Just to move to one particular question, 
then. Although I would love to have the Treasurer here for 
an extended period, I know he has to get back. When you 
talked about the credit worthiness of your plan, you men- 
tioned that if expenditures were seen to be wildly out of 
control as opposed to expenditures made for recession 
fighting, you would probably think you would have prob- 
lems with the bond rating. Basically, I want to know which 
recommendations you are more apt to be comfortable with 
if we make them through the committee. Would you be- 
lieve that a large increase by the province towards pay- 
ment of salaries, which are ongoing type of activity—for 
instance, we have a whole group of people in who want to 
have higher pay as part of their lifestyle. 

Hon Mr Laughren: The public sector? 


Mr Elston: Obviously in the public sector. Although 
we are talking about a higher minimum wage as well, that 
is a different issue from the one I want to isolate. For 
instance, the nurses have asked for a fairly large increase 
in negotiations with the Ontario Hospital Association. 
Would you say that the province making a move towards 
funding higher salary demands would be seen as expendi- 
tures out of control as opposed to the province making 
arrangements, for instance, to build more sewers or to 
build more of the 20,000 non-profit housing units or mov- 
ing to build highways in northern Ontario, whatever? 
Would you see the difference between those as causing 
you concern about the credit worthiness of your planning? 


Hon Mr Laughren: You have asked me directly. I 
will try and answer, although Mr Christie might be able to 
give you a better answer than I. My guess would be that 
we would be judged more critically if we allowed our 
public sector costs to rise through collective bargaining, 


although, to be fair, lots of it can be settled by arbitr; 
as well. My guess would be that we have to bargain 
very serious way with the public sector in the next cc 
of years. 

Mr Elston: But in terms of the weight of that tyy 
injection of money into salaries alone or into the suppo 
of salaries through benefit payments or whatever, 
would see that as probably being more critically eye 
this juncture than perhaps if we recommended a w 
series of construction-type activities, such as housin 
sewage treatment. 


Hon Mr Laughren: For one reason, that in one 
you are, I assume, trying to help people who would o 
wise be unemployed and in the other case you are hel 
people who are already employed. 

Mr Elston: Just one final question, then, because 
is an important issue for us to consider. I know the 
some continuing consideration, at least, of the agency 
water and sewerage service provision. Mrs Grier 
quoted as saying that you are still considering that ag 
for water and sewerage services, that it is part of the | 
scape, so you are looking at it. 


Hon Mr Laughren: Very seriously. 

Mr Elston: Very seriously? As it has the potentia 
removing about $500 million or so, we will say, from 
bottom line of the province’s books— 

Hon Mr Laughren: If you set it up independentl 
a borrowing authority. 

Mr Elston: Yes, if you set it up independently, 
whole thing. Are you sympathetic to doing that in ord 
retain your fiscal flexibility and your rating flexibility? 


Hon Mr Laughren: No, not for that reason. Do 
know what it is like? It seems to me that we talked a 
separating the capital account from the operating acc 
for deficit purposes to get a number at the end of 
budgetary process. I think it would be counterproducti 
pretend that the capital part of your budget was not ju: 
big a part of the deficit as the operating. I think it woul 
seen to be so transparent to try and do that, either thre 
a separate agency or through a separate capital accc 
although people do not tie in Ontario Hydro with the 
vincial deficit. 


Mr Elston: Actually, Anne Stewart wrote us a_ 
note here. I am surprised to see that. 


Hon Mr Laughren: It is seen as totally separat 
the debt of Ontario, which is now around $40 billion 
Ontario Hydro is around $30 billion—I am using ro 
numbers—people, in the language they use, do not 
Ontario has a $70-billion debt. They do make that distinct 

Mr Elston: I think I had better stop there and | 
somebody else a chance. 

Mrs Sullivan: Actually, a lot of the questions I 
were answered. I want to go back to specific revenue d 
sions. You have made revenue decisions already that h 
been announced. With some of the discussions we h 
had this morning, it looks, doing some quick calculati 
as if you will be looking at about $1 billion to $1.5 bil 
less revenue, in the absence of other decisions for the r 
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idget. I am wondering if you can give us hints on any 
nds of revenue moves you would not consider at all. Is 
ere any area that you would say: “No, that is not some- 
ing we are going to contemplate. We simply won’t con- 
der any recommendations coming in that area”? 

Hon Mr Laughren: You mean up or down? 


Mrs Sullivan: Yes. The second thing I was wondering: 
hen you are looking at, for instance, the reflationary 
jlicies and funding you have announced, do you have a 
mula or a calculation by which you say, “If I throw a 
illion dollars into the construction sector, there will be X 
nount of employment”—I think the construction industry 
s told us it is about one and a half people for so many 
uses built. Is there a simple formula, a subsequent ad- 
stment that affects your revenue side? Can you predict, 
r every dollar you put into construction, the multiplier 
at will affect your, say, PIT income? 


Hon Mr Laughren: Better you than me. 
Dr Christie: A simple formula? 


Mrs Sullivan: Yes. Is there a standard ratio? There is 
standard ratio for predicting revenue that involves 
owth. 


Dr Christie: What we do when we look at these 
ings is to try and get a sense—if the spending is actually 
1 construction, then the standard multipliers that are used 
tT government spending are probably too low, so we 
ake an adjustment in terms of the job and GDP multi- 
ier; for construction it is somewhat higher than it is for 
)vernment expenditure as a whole. 

In terms of the revenue impact of that, we generally do 
Mt track that through as precisely. For any given expendi- 
te program, normally the revenue implications are 
oked at in the context of the economy as a whole, as 
posed to any particular measure. However, as a very 
oss, simplified rule of thumb, provincial revenue tends 
be, let’s say, 15% of GDP; so at times when we try to do 
ck-of-the-envelope calculations, that is one kind of rule 
‘thumb we have used if we create an extra dollar of GDP, 
venue being about 15% of GDP, if I have that number 
tht. That gives us some feeling of the feedback there. 

For construction projects, and as I say, we have not 
ine a specific piece of work to try to identify this number, I 
ink, because the leakages out of construction are lower, 
> might see a somewhat higher figure, perhaps somewhat 
gher than the 15%. It is worth noting, of course, that 
ore are benefits to the federal government in that as well, 
tticularly in terms of the income tax that is collected. 


00 

Mrs Sullivan: Are there any Treasury revenue moves 
it you would not consider? 

Mr Stockwell: The War Measures Act. 

Hon Mr Laughren: Is that a revenue move? These 
cisions are perhaps more collective than they have been 
previous governments, but I would have— 

Mr Elston: I would not bet on it. 

Mrs Sullivan: Maybe, maybe not. 

Mr Phillips: Only if they go well. 


| 
| 
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Hon Mr Laughren: No, especially if they go badly, 
they are a collective decision. I would be hard-pressed, for 
example, to raise the retail sales tax, the GST having just 
come in this year, in the middle of a recession. We just 
made a decision not to—Mr Phillips does not like it when I 
use this; I do not think he does—we decided not to tax the 
GST, which in a sense was leaving $500 million in the 
pockets or perhaps closer to $400 million, with decreased 
activity out there, in the pockets of Ontario citizens that 
would not otherwise have been there if we had gone along 
and left the system on top of the GST. Anyway, that is one 
where I would sure have to be convinced it was a wise 
move at this point in time. 


Mr Elston: Of course that would be the case if you 
did not do other extra things with that revenue bill that 
allowed you to be more thorough collecting and harvesting 
the tax money out there. There is a whole series of other 
initiatives that help you collect more money, so if the net 
effect is not going to be $400 million— 

Hon Mr Laughren: It is what? 


Mr Elston: The net effect of your announcement is 
not the $400 million you said, because what you did was 
you increased the harvestability of the standing taxes at the 
same time as you decided not to do something, collect the 
retail sales tax on the GST. You extended for a year, for 
instance, the amount of time you left your revenue people 
for collecting retail sales tax and other things, so you are 
not going to effect a net saving of $400 million for a lot of 
those people. 

Mrs Sullivan: It is going to cost you $500 million, but 
the savings is not going to be $400 million. 

Mr Elston: It is going to cost you more for one reason, 
because you are going to have to hire some people to do 
the work and there is a whole series of other things there. 
It is probably just too far away from this, but I just— 

Hon Mr Laughren: IJ do not think it would come 
close to eating up a very big percentage of what we are 
leaving in people’s pockets. 

Unless there is a question that is searing someone’s 
soul, I really should get back to the committee, which 
adjourns at 12:30. 

Mr Elston: Does it have to be our souls? 

Mr Phillips: Can I just confirm what we heard? 

The Chair: Okay, quickly. 

Hon Mr Laughren: I think I will leave before he con- 
firms it. 

Mr Phillips: Revenues are going to be up in the 6% to 
7% range. 

Hon Mr Laughren: I do not think I said that. But to 
be fair, we did not make any changes. They sure would not 
be up in the 6% to 7% range. 

Mr Phillips: I thought you said $46.5 billion. 

Hon Mr Laughren: That is at the very high end. 

Mr Phillips: And that the second one was down to 
about a quarter of a million. 

Hon Mr Laughren: That was the high number and 
the low was $44.8 billion. 
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Mr Phillips: I know that, but I am going by what the 
Treasury estimates gave us two weeks ago just in terms of 
your estimate of the economy, real growth of 0.5% and a 
consumer price index of 6.1%. I assume you are saying 
that the $46.5 billion is the high but that the second one is 
just down, maybe a quarter of a million. Is that right? Iam 
trying to figure out when you leave here what the message is. 

Maybe they can just clarify. On the capital account, 
there is an extra $650 million you are planning for next 
year. Is that on top of this year’s number of $3.6 billion, 
and the non-recurring expenses that you are incurring this 
year would be UTDC, SkyDome and the retroactive part 
of the doctors’ settlement? 


Hon Mr Laughren: Yes. 


Mr Phillips: I do not know; I am just trying to get an 
idea. Are we talking about $700 million that we incur this 
year and do not incur next year? Because you are looking 
to us to get some advice on the spending side. As Mr 
Stockwell said, we are kind of dealing with a sandwich 
with only one piece of bread, because we are not clear on 
the revenue side yet. 


Hon Mr Laughren: I will ask Mr Christie to respond 
to your more specific question. But if you ask what mes- 
sage I would like to give to the committee, it would be that 
our revenues are going to be relatively flat, our expendi- 
tures, because of the built-in nature of many of them, are 
going to be up and our deficit is going to be up. We would 
appreciate any advice you have in all three matters: the 
deficit, any revenue suggestions you have for us in terms 
of taxes, and any particular advice you have on expendi- 
tures either that should be made in view of the recession or 
should be contained in view of our deficit problems. 

If you ask me what message or advice I would like to 
see come back from the committee—I do not see the com- 
mittee aS an opposition enterprise; I see it as one that 
would give us some advice we could use. But I do under- 
stand the political nature of the committee. That is the way 
it should be. I am talking about what we would like to see 
back from the committee, but perhaps Mr Christie could 
address your specific question. I am not sure if there was 
any question. 

Mr Phillips: I do not know yet. You came in and said 
$46.5 billion is your upper revenue estimate, the bottom is 
$44.8 billion, but I thought there was the middle one, 
which you said is probably where you are at. That sounds 
to me like it was around $46.3 billion. Then there are the 
non-recurring expenses, the $400 million for UTDC, what- 
ever you put in for SkyDome, which is secret, I know— 

Hon Mr Laughren: We do not know yet. 

Mr Phillips: —the retroactive part of the doctors, and 
the capital one. 

Hon Mr Laughren: There is also an assumption we 
will settle all those this fiscal year. 

Mr Phillips: Yes. 

Hon Mr Laughren: I would like to. 

Mr Phillips: But if you do not, I assume you— 

Hon Mr Laughren: Then it gets rolled into next year. 

Mr Phillips: But the capital— 
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Mr Elston: Your deficit then will be reduced for 
year if you do not settle it. 


Hon Mr Laughren: That is correct, and higher 
year. 


Mrs Sullivan: And added on to next year. 
Hon Mr Laughren: Yes. 


Mrs Sullivan: You have already made some rev 
decisions for next year as well. 


Hon Mr Laughren: It is not magic. 


Dr Christie: Do I understand your question on the | 
tal count to refer to the $700-million antirecession progra 


Mr Phillips: Correct. 


Dr Christie: Of which some $40 million is expe 
to flow this year, and the remainder is to flow next yea 


Mr Phillips: The $660 million, yes. 


Dr Christie: There is a special capital allocatior 
job creation purposes— 


Mr Phillips: On top of the $3.6 billion? 


Dr Christie: The ongoing capital program has its 
growth profile. It is handled through estimates and all 
tions, and I do not have a figure on what that would natu 
become next year. The decision on how much to allc 
to various ministries for their capital spending purpos 
part of that broader budget process; I do not have t 
numbers, but I assume they will be available in the bu 
and in the estimates when they come forward. 


Hon Mr Laughren: They are coming now. 


Mrs Sullivan: Just to clarify, we asked this que: 
earlier, I think, when the Treasurer was here before ¢ 
whether this $665 million, which is about what is le: 
new money. The response was it is new money ar 
would not go through the same process that the other ca 
funds would. It is sort of a TSF, Treasurer’s slush f 
opportunity. It is another account that is specifically 
signed for the antirecession policies that have been 
nounced, It is new money on top of the normal capital. 


Hon Mr Laughren: That is correct. 


Mrs Sullivan: I just was not sure that that is wl 
was hearing from you. 


Dr Christie: I apologize if I was unclear. That is \ 
I was attempting to say. The discussion of allocations 
estimates was simply to indicate that it is not clear th 
would be added to a number of $3.7 billion because 
$3.7 billion in its natural growth through allocations 
be $4 billion— 


Mrs Sullivan: Or $2 billion or whatever. 


Dr Christie: Or $2 billion, but I do not have 
number. 

Hon Mr Laughren: Mr Chair, thank you for this 
portunity, because I was fretting somewhat about being § 
to be trying to avoid the committee and sharing any of 
numbers that we have. That was not the intent; so thank y 

The Chair: On behalf of the committee, I would lik 


thank you for coming and allowing these questions te 
asked. 
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Mr Phillips: I would personally find it useful, just 
ecause that revenue thing has left me totally confused still 
n the federal government, you know, the explanation that 
ony gave that you get some here and you lose some there, 
ecause I suspect that this will be a centrepiece of the 
udget— 

Hon Mr Laughren: Would it be helpful for a one-pager 
) go to you with that? 

Mr Phillips: I would find it useful, yes. 

Hon Mr Laughren: We could do that with no problem 
t all. Do you want us to send it to the Chair and then we 
ould distribute it to members of the committee? 


Interjection: Yes. 





Mr Phillips: I would compliment the Treasury because | 


think a year ago you made a revenue estimate and you are 
within 1% of it now. 


Hon Mr Laughren: What a team. 


Mr Phillips: Yes. I bet you there is no business in Can- 
ada that came that close. 


The Chair: J have not had a motion to adjourn. 
Interjection: Shall we meet at two? 


Mr Christopherson: To give us a full two hours for our 
discussions, can we make it at 2:15? Is that a problem? Ad- 
journment to 2:15, Mr Chair? 


The Chair: Yes, we are adjourned until 2:15. 
The committee recessed at 1211. 
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STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


AFTERNOON SITTING 


The committee resumed at 1433 in committee room 2. 


The Chair: I would like to begin the afternoon ses- 
sion with discussion of the proposals. We really must 
move along on this and make some definitive decisions 
concerning what this report will look like, given that this is 
the last day of hearings. I would like to be able to move 
through this document, making definitive recommenda- 
tions to the writing team about which recommendations go 
where and what we are comfortable with. We will very 
quickly finish off the recommendations we were doing this 
morning and then move to the final draft recommenda- 
tions. I will leave it to Mr Christopherson to lead off the 
discussion this afternoon. 


Mr Christopherson: I had read into the record the 
points on page 3. I believe I finished reading those, and we 
were just recapping or finalizing our discussion on that 
section when the Treasurer came in and we took the oppor- 
tunity to ask him some questions. So if it is agreed by all 
present, I will move on to the next area. 

“In the opinion of the committee, the area of colleges 
and universities is in desperate need of attention. The eco- 
nomic and human costs of an inadequate system of post- 
secondary education are becoming apparent in our society. 

“The committee would recommend that: 

“A re-evaluation and a restructuring of the way funds 
are labelled and disbursed from the Ministry of Colleges 
and Universities should take place. 

“While the financial needs of students are related to 
tuition, the bulk of costs are living expenses. OSAP in- 
creases should not be solely based on tuition increases. 

“The government should play a leading role in main- 
taining quality and accessibility controls. 

“The province should persuade the federal government 
to eliminate the 3% administration fee on Canada student 
loans. 

“A new system of funding should be devised which 
reflects the true costs of research and does not remove 
resources from base operating budgets. 

“There should be increased government support for re- 
search at Ontario universities. 

“A faculty growth fund should be looked at for the re- 
placement of tenure-track faculty members as they retire.” 


Mr Elston: Again, I am at a bit of a disadvantage. 
Any of my colleagues here can tell me that this short- 
forming is sufficient to let everybody understand what you 
are saying. But when you say, “A re-evaluation and a re- 
structuring of the way funds are labelled and disbursed,” 
for me coming off the street without hearing a presentation 
or anything, that does not mean one bit at all. 

When I look at that sentence I think I know what you 
are telling me. You are telling me that when Colleges and 
Universities sends money off to Sheridan, it is disbursed 
for X, so they have to put it in X, or whatever. But this 
does not read like an instruction to anybody. It is not a real 
recommendation, if you know what I mean. If you want 
them to change the manner in which the basic income unit 
is formulated for college students as opposed to the way it 


is done for university students or anything like that, 
should actually say it rather than being so vague as to 
either misunderstood or not understandable at all. I th 
you should be more precise. 

That is a general concern, because I think this pa 
should be generally read by people who are interested 
the budget and what we have said about it. The other th 
I am really concerned about is this: “The governm 
should play a leading role in maintaining quality,” whic 
have no problem with, but it is the second part, “and acc 
sibility controls.” Are we getting into the same debat 
thought we should not have been engaged in yester 
about health care accessibility? You were wanting to « 
cuss limitation then. Accessibility controls, again, rai 
the same flag to me. 

We wrestled, and not as successfully, I think, as p 
haps we would have liked to as a government, with 
whole issue of funding and allowing anyone who \ 
qualified and able to get into university or college. 
spent a long, long time trying to make sure that if th 
were classrooms needed—we tried. There was a cap 
fund that was made available. It was not good enough. 
tried to give them a few more grant dollars, which in 
end was not good enough to take up all of the demand. 

I think you ought, though, to clarify those, becaus 
suspect you do not want that debate to be raging ab 
government taking a lead role in maintaining accessibi 
controls. 
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Mr Sutherland: I think Mr Elston has a point on 
wording. I think the intent was that one of the ways 
government has influence on accessibility, not in terms 
limiting it but trying to expand it, is on how you dec 
tuition fees. I think it is more the intent on controlling h 
you expand it, but when you use the word “control,’ 
implies limitations. I think that is a concern, and mayb 
we could delete the word “controls” it probably would 
better. 


Mr Elston: “Maintaining quality and accessibility.” 
Mr Sutherland: Yes. 


Mr Elston: Okay. Actually, there are several wi 
you can militate against broad accessibility. One is tuiti 
as you said. The other is by not having enough classro 
space. The other is not providing enough money for facult 
see that you have a faculty growth fund and all that type 
stuff, but tuition is not the only area. What you are be 
cally saying is, I think, government should be funding 
allow all students to attend courses for which they 
qualified. 


Mr Sutherland: Delete the word “controls.” I thinl 
is quite clear. 

Mr Phillips: I am not sure this is what Mr Ward I 
in mind for his touchdown, I think he described it as. 
reality we have not commented on the major recommen 
tions from both the universities and the colleges. I th 
the universities said they are facing a crisis and are look 
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or substantial increased help in the next year, and the 
olleges had the same one. These words really are kind of 
kirting that issue. I think when people do read it they are 
joing to recognize it for what it is, which is avoiding the 
ssue of whether you are in support of the universities or 
ot. I think Mr Ward will have trouble describing this one 
s a touchdown. I would have thought you would want to 
omment on the recommendations of the need for begin- 
ing the implementation of the universities’ recovery plan 
r something like that. 


Mr Christopherson: I am sure Mr Ward will reflect 
iat he is looking forward to a review after all four quarters, 
s opposed to after the first snap. 


Mr Elston: He has already suffered a reversal of nine 
oints. He was going to score a touchdown, which is 
sven; he has just suffered a touchback, which is minus two. 


Mrs Sullivan: That is right. He is not going to make 
1¢ cheerleading team next time. 


Mr Christopherson: What matters is where you are 
hen the buzzer goes off. And we have learned it matters 
hen the buzzer goes off. 


Mr Phillips: We are talking quarters, not periods. 


Mr Sutherland: You should not finish the game at the 
ird quarter. 


The Chair: I am glad to see there is some jocularity 
ft in us after all these hours. 


‘Ms M. Ward: That is a good word, given that these 
all sports metaphors. 


The Chair: I am trying to get into the mood. 


Mr Christopherson: What about the earlier issue? 
id that get clarified, the label, the concern you raised on 
at one? Any suggestions? 


Mr Elston: I think you ought to tell us what you really 
ant. Let’s use plain language. Let’s just say, “a re-evaluation 
id restructuring of the way funds are labelled and dis- 
ised.” I am guessing ‘at what you are wanting here, but 
y understanding is that if a college runs a course it gets 
imbursed on the basis of the basic income unit assigned 
each student. To run a nursing course, it may be assumed 
' colleges that it costs $82 a student a semester, so they 
t reimbursed on the basis of 40 students in a course at 
32 basic income unit for that course, and that is what they 
t. Then it may be assumed that in the music course at 
ohawk, the number is $27 a student or something, so 
2y get reimbursed at that level. I assume what you are 
ing to say is that the teaching of a course ought not to be 
precisely labelled that it may hinder a college in develop- 
3 a flexibility to have more students in nursing, for in- 
ince, as compared to the music, but still being able to put 
od, credible courses. It looks like they are so inflexibly 
nded as to be unable to respond to new course require- 
ents. I guess that might be part of it. 

Mr Sutherland: I think the concern is that there 
"ms to be a difference of opinion between some of the 
llege and university administrative officials as to how 
it should be designated and how MCU interprets it 
ould be designated. What we are looking at is some 
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negotiation process there so they can come to an agreeable 
way, that they both can say, “This is a fair way of deciding.” 


Mr Elston: Rather than getting caught in a bunch of 
Jargon, which does not mean a lot to us, we should be just 
saying that the Minister of Colleges and Universities 
should reassess with the colleges and universities community 
the manner in which funding is allocated. 


Mr Christopherson: That is fine, because it really is 
what we are trying to say. 


The Chair: Can we have the wording of that? 
Mr Sutherland: I think you had it very good, Murray. 
Mr Christopherson: Run the tape back. 


Mr Elston: “The Ministry of Colleges and Universities 
should reassess with the universities and colleges commu- 
nity the manner in which funds are disbursed.” 

That might, just for everybody’s edification, be an in- 
teresting recommendation, bearing in mind that the auditor 
has just completed the first full audit at Trent, and I think 
there is one ongoing at the University of Toronto and there 
are a couple of others happening. I know there is a bit of a 
difference of opinion as to just how adequately administra- 
tion of funds is being carried on, but at least we can go that 
far. 


Mrs Sullivan: Once again, I do not see precision ad- 
dressing the recommendations that have come from the 
groups who have appeared before us. We saw, for instance, 
on the university financing issue, the Council of Ontario 
Universities, Ontario Confederation of University Faculty 
Associations, the Ontario Federation of Students coming 
forward in virtual agreement on the need for a $410-million 
injection over a four-year period ultimately added to base, 
and on top of the usual increases in base funding there is 
no response at all and no recommendations relating to that. 

Additionally, on the OSAP issue, there were very spe- 
cific recommendations relating to OSAP, and if this budget 
recommendation is going to mean anything it should say 
the committee recommends increased funding of OSAP, to 
expand programs to include living expenses. One of the 
things we heard from everybody was the need to address 
the changing nature of students because of changing eco- 
nomic issues, and including in the consideration of ex- 
panded OSAP services the mature student and special 
circumstances there. Once again, no mention of colleges 
here. I would be embarrassed to submit this with no men- 
tion of colleges other than in a very nebulous first para- 
graph. Colleges are not here. 

They are observations. I am not happy with it. 
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Mr Elston: Just a point on the item where, “The prov- 
ince should persuade the federal government.” I am sure 
everybody would like the province to persuade the federal 
government, but bearing in mind that that is unlikely— 
these people are bent on doing anything they can to cut 
back on a lot of areas of financing—are you as a caucus 
committed enough to the issue of dealing with the 3% 
administration fee on Canada student loans that is being 
charged by the feds to indicate that the province should 
pick that up? It is a hope, I guess, but it— 
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The 3% administrative fee charged on Canada student 
loans is something that we would all like the province to 
persuade the feds to drop. Bearing in mind that they have 
become increasingly unresponsive to anybody who wants 
things like this removed, are the members of the government 
caucus committed enough to deal with this issue that they 
would recommend a makeup by the provincial Treasury? 

I just want to be clear because I am not particularly in 
favour of supporting a whole lot of things that tell the 
province that it should persuade the feds, because even if 
you think they should, that does not do much for me nor 
does it do anything for the issue. I would prefer that you 
say perhaps something like, “The Ontario government 
should respond to the losses experienced because of in- 
creased administrative charges levied against students by 
the federal government,” if you want. That is really flexi- 
ble, but it also gives the sense that we think the province 
should consider maybe doing something about it without 
telling it what. 


Mr Christopherson: What are you suggesting? 


Mr Elston: Just that the provincial Treasurer should 
deal with the losses experienced by the 3% administrative 
fees levied against post-secondary students by the federal 
government. If all they want to do is negotiate with them, 
that is fine. If they want to persuade them to change it, 
fine. Maybe they want to go further and say, “Listen, we 
cannot countenance a 3% reduction in the assistance avail- 
able for post-secondary education through Canada student 
assistance program.” 


Mr Christopherson: We have been through most of 
our document and there is still some fresh territory. I have 
got one more at the table that is only a page and a half. We 
are prepared to respond, to give our revisions to the first 
and second and we are also prepared to have a quick cau- 
cus this afternoon to respond to what you are raising now. 
That is a tight time frame, but that is what we are prepared 
to do, if you would like. 

Next the committee is concerned with the— 


Mr Elston: Sorry. The increased government support 
for research, are you looking as well still at a partnership 
with private business in the research area or are you look- 
ing solely at research being sponsored by the provincial 
government? There has been an attempt. In a real way the 
feds have done things to a larger extent with a huge private 
development initiative in terms of funds in the university 
sector. We had as well, through the tech fund, ib a couple 
of other places married private development with univer- 
sity research facilities. In fact that was one of the require- 
ments for funding, that you had to have a tie-in with a 
provincial university for research if you were asking for 
tech funding as a private organization. Are you excluding 
private industry participation in the research funds or are 
you looking for the partnership to continue? Because in- 
creased government support— 


The Chair: With respect to increasing support for re- 
search funding, when the private sector is involved and a 
new development is made and a patent is claimed on that, 
who controls that? 
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Mr Elston: There is usually a development con 
entered into which actually assigns royalty rights dep 
ing on the amount of money put in among the par 
including the university if it happens to be a participa: 
the process. It may be, sometimes, that the researc 
actually building on a patent already owned by a pri 
organization, or a private inventor even. Usually the ag 
ment which is arranged—I think it was always arrai 
through the Ontario Development Corp for the dispen 
of funds—also dealt with any returns made on the rese 
development for product delivery. 


The Chair: That is important because one of the 
criticisms of research and development in Canada and 
tario is that most of the multinational headquarters c 
that any developments made by their branch plants 
where belong to them, and in fact, if it is made | 
funded by Ontario in this case, we could be fundit 
branch plant doing research here and then pay royaltic 
the home office, which may not be in Canada. 


Mr Elston: Oh, sure, and that was always a con 
when we were dealing with these contracts, that we n 
sure that the research that went into the end product w 
was marketed showed some return, and we tried to t 
that into some of the contracts. I think probably at s 
stage, if you wanted to as a committee, you could prob 
go in and take a look at some of the contracts that 
signed and see some of the provisions where we ' 
afraid of a couple of things: One was the end poini 
royalty delivery, but also the sale, sometimes, by Cana 
developers of technology in co-operation with the unive 
sector—sometimes those would be sold to a foreign 0\ 
or could be sold to a foreign owner. We were really \ 
tied about good technology being purchased with— 


The Chair: Not developed here. 


Mr Elston: Yes, and then ending up being 
through another area. 


Mr Sutherland: If I may comment on Mr Elst 
specific concerns, I do not think he should look at 
recommendation being mutually exclusive. I think w 
recognize that it is everyone’s responsibility to partici 
in research and that this should not be seen as discoura 
the private sector. I think everyone has to increase his 
and there seems to be some concern that the governt 
increase its support and hopefully that provides leader 
for the private sector. 


The Chair: Have we finished discussion on this 
tion? 

Mr Christopherson: “The committee is conce 
with the structural dimension of the present recession. 
like previous recessions, the committee feels the pre 
economic downturn must be addressed in a way that 
with the structural component. 

“Therefore, the committee recommends that: 

“The government should provide financial assist 
for retraining of the workforce. Such training progt 
should be implemented in partnership with labour, I 
ness and government. 

“At least as a short-term measure, government sh 
concentrate on training and skills development prog! 
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) facilitate labour mobility, particularly into areas of pro- 
scted economic growth. 

“The government should ensure more active invest- 
ient activities of pension funds in Canada, and move to 
iscourage pension investment outside the country. 

“Access to benefits and entitlements for workers that 
re conferred by statute should be certain and assured. 

“The government should take steps to ensure that R 
nd D incentives provided to industry are used for the 
urposes for which they were allocated. 

“Incentives should be created for high technology to 
cate in Ontario. 

“The government should reappraise the policy of de- 
‘gulation in the financial services sector. 

_ “The government should use the budget speech to signal 
§ intention to reform the employer-based pension system.” 


Mrs Sullivan: On each one of these things there are 
ist sort of bizarre approaches. “The government should 
rovide financial assistance for retraining of the work- 
yrce.” There already are substantial retraining programs 
jat are offered with delivery through various places, fre- 
uently through the secondary schools, sometimes through 
ymmunity colleges, sometimes in the workplace, and in 
yme cases with labour partnerships and so on. Do you 
ean additional financial assistance? If you do mean addi- 
onal financial assistance, to what level? 

I look down further, and I see a recommendation that, 
Che government should ensure more active investment 
tivities of pension funds in Canada.” I am not sure that is 
budget decision, but on that side there ought to be at least 
description of where you see that and how you see that 
nding being used. If you see this is a venture capital 
nd, what about fiduciary responsibilities? The move to 
scourage pension investment outside the country has not 
en discussed in committee and is not a provincial re- 


onsibility as far as I recall. 
Mr Elston: What is this? 
Mrs Sullivan: Limiting investments outside the country. 
Mr Elston: I have more to say about that, but the regu- 
ion is basically done by the feds, and they have actually 
ened it up over the last couple of years by their move to 
Ow pension funds in Canada to increase their percentage 
vestment all the way up to 20% of their holdings. 
00 
Mrs Sullivan: Then as we go on, I wonder what evi- 
ace we heard or that you have that would lead you to 
ake recommendation 5 relating to R and D incentives. 
hich R and D incentives are you talking about that are 
it being used for the purposes for which they were allo- 
ted? Once again, we had no discussion of deregulation 
the financial services sector. Which particular policies 
> you referring to? We have had no discussions at all 
ating to the pension system. What kinds of reforms are 
u talking about? That is it for now. 


Mr Elston: The pension item captured my imagina- 
n because of the difficulty in our telling the feds not to 
ow the money to go out of the country. They make the 
gulations about whether or not you are registerable for 
* purposes of deductions under your income tax returns, 











F-503 


and it is they who sort of set some guidelines for the 
registerability, in the federal sense, for your pension plan. 
So we had some difficulties practically in telling our Trea- 
surer to do something about that. 

It is also a very difficult practical problem for some- 
body to say, “Invest all of your money in Ontario from 
pension funds,” because the pension funds have become 
very large market consumers now in Ontario. We only 
have so many places in which to invest our funds. In fact 
the pension managers—if not to a person, at least in large 
numbers—had agitated to get permission to go outside of 
Ontario so that they could increase the possibility of better 
returns for a more varied portfolio. 

They have a trustee relationship and they have a fidu- 
ciary duty to expand to the best degree they can the return 
on their pension funds. So be careful of that one. 

It is practically probably an impossibility, a catch-22 
for you, because you can say: “Invest in Ontario. Do not 
go outside and get a possibility of bigger returns.” Then 
you have to deal with the issue of lower return on the 
capital that the trustees hold in the pension fund. 

I have a problem with deregulation in the financial 
services sector. There is no indication that I have had that 
Ontario has moved to deregulate the financial services sec- 
tor. There may be a blurring of traditional areas in which 
people participate in the financial services sector, ie, banks 
straying into insurance business, insurance into trust com- 
panies, and trust companies into other areas of service pro- 
vision. But I will tell you that they have to file a whole 
bunch of forms about their solvency from a financial point 
of view. They have to do a whole series of things to get 
permission to do or transact certain types of business. They 
have to comply with the percentage of their asset holdings 
to keep registered to carry on business in Ontario. 

So I am concerned that you are thinking something has 
happened, ie, that there is a laissez-faire type of format 
with respect to financial services in Ontario that does not 
exist. Blurring of roles has occurred, but deregulation has 
not, at least from my sense of deregulation, but I may 
misunderstand what you are getting at. 


Mrs Sullivan: Do you know what you were thinking 
about, David? 


Mr Christopherson: Yes, I know the discussion we 
had, and in order to give you a proper answer I would like 
a chance to consult with our caucus and actually check on 
some of the material that we used in arriving at that, before 
I respond so that I can give you a full answer. 


Ms M. Ward: I just want to make some comments 
about some of the things you have mentioned. About the 
financial services, some of that, the deregulation, of course 
is federal. That does not mean you could not necessarily 
have provincial legislation replacing some of that. But I 
think there is a concern there among a lot of people about 
self-dealing between different arms of the same family of 
companies. 

On the R and D there have been a lot of scams, both in 
provincial and federal research and development projects 
to encourage it, plans that may have started out with a very 
good intention but without sufficient controls. I cannot 
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remember now. There was some fellow in Willowdale that 
was in the newspaper for years. I think that was a provin- 
cial one. There was also the supercomputer which was a 
federal one in Nova Scotia. So the good ideas sometimes 
get taken advantage of in a way that was not intended. 
That is our intent there. 

The Chair: We had a private individual, Carlos Leite, 
make that recommendation because of what he saw within 
his own firm. I do not know how far you want to extrapolate 
that. 


Mrs Sullivan: I would just be very cautious. I could 
certainly not support, on the basis of what we have heard 
before this committee in terms of our work, any indication 
that there is an abuse that is widespread enough to require 
this kind of a recommendation. 

As I recall, most of the R and D incentives that have 
been introduced recently have been incentives for joint 
work between industry and universities through the centres 
of excellence and through the technology fund. I cannot 
tell you how offensive it is to see this kind of recommen- 
dation when there has been no testimony before us. We 
have not been investigating that kind of thing. This 
amounts to responding to a charge when the charge has not 
been made. 


Ms M. Ward: I see that as a caution in setting up any 
new programs, that the caution be there that it not be sub- 
ject to abuse. 


Mr Elston: I have a point on the first paragraph, or 
the first bullet point rather, which says, “financial assis- 
tance for retraining of the workforce.” 

I want to just indicate for general interest that I know 
the former government had allocated a certain, I think it 
was a fairly large amount of money to the Ontario Federa- 
tion of Labour to undertake particular studies to look at 
what could be done for workforce retraining and a whole 
bunch of other things. I know it was talked about and I am 
almost certain it occurred. I am not positive; I could stand 
corrected. But it is not like there has not been a fair bit of 
money put out there to study retraining. In fact, through 
the aegis of the Premier’s Council on technology, whose 
membership, at least some—I think Gordon Wilson was 
one of the members on that committee—there was a lot of 
work done towards the issue of retraining of labour and 
actually some allocation of money there. 

I do not want people to get the sense that nothing has 
been done and that there was not a lot of thought put into 
this whole issue of retraining and development of skilled 
labour before. In fact we still seem to think that govern- 
ment kicking in money at this stage to take a look at it is 
going to be of any substantial help in moving the issue 
forward. I think we are past that. It is time for us to deter- 
mine just what the partnership arrangement ought to be. I 
understood from talking to Barbara and Gerry that there 
were at least a couple of people who were here earlier 
suggesting that business had a big role to play in helping to 
co-ordinate the retraining of labour, or training if not re- 
training labour, to address the needs of skilled workers in 
Our Current situation. 
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I am not sure what this says about that partnership t 
some had urged us to consider in the course of our hearit 
and I see a lack of—although you talk about a partners 
with labour, business and government, it does not tell 
anything new. It does not recommend anything particulz 
new, nor does it suggest we should build on where we are | 


Mr Phillips: I am on a slightly different one, but 
number that struck me in the report was 120,000 jobs gi 
in 12 months. 


Mr B. Ward: On a point of clarification, Mr Chi 
man, to perhaps address some of Mr Elston’s conce 
here— 


Mr Phillips: I will wait for mine then. 
The Chair: Go ahead. 


Mr B. Ward: The concerns that you had with the f 
item—we are not saying that the previous government 
not implement skills training programs or provide finan 
assistance for those types of programs. But to be qi 
honest, I am parliamentary assistant to the Ministry 
Skills Development, and in the short time that I have b 
in that capacity and have had opportunities to go out i 
the province and talk to the various organizations, I h 
not found there to be the great degree of co-operation 
tween labour, business and government that there sho 
be. We are saying that the government should provide 
sistance retraining at work, but such training progré 
should be implemented in partnership with labour, bi 
ness and government. That is what we are trying to bt 
from that. 
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Mr Elston: I am just telling you, though, the ef 
has been to try to attract a partnership. In our apprenti 
ship programs and other things, we were trying to push 
realization that they should get together. 


Mr B. Ward: Which is what the Premier’s Counci 
all about. 


Mr Elston: Yes, or you are just not going to end 
with a real product. Unless we can key in on someth 
that would help move the issue forward to address t 
problem in developing a partnership, we are not serv 
anything more than maybe ourselves; but we are not serv 
the interest of resolution of the problem. That is really < 
was getting at. 


Mr Phillips: Surely one of the major issues that i 
the report—I think 120,000 jobs have disappeared in 
last 12 months and 110,000 were manufacturing jobs, : 
these proposals probably will do little over the short te 
to help that, training and all those sorts of things. I wo 
have thought that we would want to have a recommen 
tion in here about the fact that we are in a free trade agr 
ment now with our major trading partner, 110,( 
manufacturing jobs have disappeared and there is a n 
for some fairly urgent activity over the next— 


Mr Elston: At least two committee jobs have dis 
peared as well. 


Mr Phillips: That is right. What per cent is that? T 
is like 20% gone. 
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The Chair: A free deal. It is called free trade. 


Mr Phillips: I would have thought we might want to 
ave a fairly strong recommendation on the need for activity, 
articularly in the manufacturing sector, to ensure that our 
lanufacturing sector remains strong. 

I do not what that is, because I guess you will use 
Jgoma and de Havilland, I suspect, as kind of the lead 
orses, but there is no sense in us trying to say what the 
roposals will be but to say that we are quite concerned 
dout the job losses and the need for urgent action over the 
ext 12 months to stem that tide. 


The Chair: The question really is I think, just as an 
bservation from here, the short-term job losses are being 
idressed in construction and those sections, and maybe it 
the intention here to try to get at setting a foundation for 
ng-term growth as opposed to trying to make an immediate 
apact. I do not know. Am I reading— 

Mr Christopherson: You were at the same caucus 
ieeting I was. 

The Chair: I had to leave before we got to that point, 
member. 


Mr Christopherson: We will take a look at it. 

Mr Elston: I can speak more clearly. I was not at that 
eeting. 

Mr Phillips: Like eyewitnesses to an accident. 

Mr Christopherson: Everything is perspective. 


Mr Elston: I do not mind just addressing these series 
‘tecommendations by saying, while we note the need for 
mediate action and in fact have recommended immedi- 
e steps for helping with the recession, we also note that 
re is a structural dimension to this recession, and then 
on with this section. I just highlight the fact you have 
her immediate recession-fighting items in the construc- 
m section or wherever you are going to put them, but 
at is fine, just as long as we make it clear for whoever is 
ading it, that is all. 

Mr Christopherson: That is great. 

The Chair: We should take out that next page. 


Mr Christopherson: That is a good segue in to a 
estion. I am going over old turf but things may have 
anged somewhat. We had originally talked about the 
ssibility of having some recommendations, as many as 
ssible but some where we all agree, so there is unanimity 
add some weight to it. That is why we are taking the 
ae to try to talk things through as opposed to us saying, 
lere is ours. You don’t like them. You write your dissen- 
m,” and we are done in 24 hours. 

However, there was this concern that since not all 
mbers were even willing to participate, based on what 
"y Saw as overriding concerns, that seemed to be out the 
ndow. But learning my parliamentary procedure, if 
ngs maintain for the balance of the day, there is still that 
portunity. It is those who are present and vote who de- 
ie what carries and what does not and how. 

In light of that, is it correct for me to assume there are a 
mber of areas and there is still the possibility that we 
ll be finding unanimity, or are there other factors that 
ll prevent that from happening and I should be aware of 
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that? I ask that in the same light, Murray, that you asked 
the question earlier about how much time you should 
spend. Could I get some guidance from you on that as to 
where you are? 

Mr Elston: At least from my own point of view— 
Gerry and Barbara can speak on their own behalf—there 
are some good parts to this thing. 

Mr Christopherson: That was hard to say, was it not? 


Mr Elston: I was going to say there was good work 
that went into it. There has been a lot of work that has 
gone into it and there are things in here with which I agree, 
in fact which I would be a proponent of. When we get just 
to talk about the phase 2 support for the Social Assistance 
Review Committee and things that we will revisit, | am a 
proponent of that type of thing. I think I quite clearly have 
asked, as a member of the committee, even when this re- 
port comes out in its entirety, if there are things in there | 
do not agree with I will acknowledge it, but I will say there 
are some good things that have happened here. 

I think I can be fairly precise for you right now, David, 
and say that I am concerned that it is not as specific as I 
would have preferred it to be, that I think there are too 
many of the recommendations and observations sections 
which have been proposed that are soft policy statements 
as opposed to recommendations from a financial point of 
view. 

I think we are charged with a much tighter job than 
merely indicating a preference that government consider a 
particular policy line. That is I think what you would do if 
you were in the social policy discussions or in the re- 
sources development committee discussions or things like 
this. We are I think being asked by the Treasurer to advise 
him what a Legislative Assembly team of members from 
all parties think he should think about in terms of specifics 
to deal with the construction of his budget. 

This is not a soft policy piece of work that we are 
doing, and I find this one too soft. There are lots of things 
in here that I agree with, mind you. That is why it is hard 
for me to respond. But I just do not think it is a tight 
enough piece of work. 


Mr Christopherson: Let me ask a pointed question. 
The Chair: Let Mr Phillips respond first. 


Mr Phillips: One of our challenges, and we have 
talked about it a lot here, is the old Agenda for People. 
Frankly, the problem we are put in here is a lot of this, on 
or off the record, is kind of waffling and massaging, is the 
best term I can put. It puts us in a very difficult position 
because, on the one hand, you ran on this basis and de- 
feated us, and then—as I say, I think I can take at least 11 
of the 13 recommendations and indicate here where there 
is either some or significant backing off. 

So we are put in the position of endorsing the govern- 
ment backing off on its promises. We are in almost a no- 
win situation. I do not know how normally one handles it 
because, as Murray said, there is a bunch of stuff in here 
that we are very much in agreement with. Iam very much 
in agreement with. The problem is it is going to be chal- 
lenging once we see the whole thing to say, that paragraph, 
yes, that paragraph, no, that word, yes, that word, no. We 
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are put in a very challenging position, particularly when a 
lot of the recommendations—and I know what maybe 
your objective is—are not the home runs or the touch- 
downs. 


The Chair: I see my role here as trying to bring to- 
gether the best possible report for the Treasurer. I know the 
deep angst that you have about An Agenda for People. I 
wonder at this point, though, if we were to turn around and 
recommend everything in An Agenda for People to Floyd 
and say, “Here, this is what we want you to do,” whether 
in fact we would be really doing our job in the sense that 
we have to take into account what is going on and I think 
we have to be real about it, be realistic. I will leave it at that. I 
hear what Gerry is saying. I am just throwing that out. 
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Mr Elston: I can understand where you are coming 
from. People who construct budgets have to be realistic, 
and although Mr Nixon, when he was doing this business, 
thought he was being realistic, he took an awful beating 
from people, and our former Premier took an awful lot of 
beatings from individuals who said, “You said you would 
fund this and you have not funded this to this extent.” 

Just understand that realistic assessment of options will 
lead some people to say that you—in our case, they said 
that our Premier lied and that remains with us. While you 
want to be realistic, some people also want you to address 
the issues in An Agenda for People, for instance, around 
the 60% funding. That is a big issue because it hits about 
three or four different sectors of our public: 

1. The property taxpayers who believe that they are 
totally under siege and almost under water, as far as it 
goes, with respect to their ability to pay property taxes. 

2. The elementary and secondary teaching profession- 
als who believe that there has not been enough emphasis 
on funding appropriately the levels of education. 

3. The trustees who believe that they have been put ina 
no-win situation of introducing provincial programs while 
having to tax or at least levy against the assessment rolls 
taxes for the payment of that. 

4. The general sort of administrators, if I can describe 
them as that, at both the county board level and the county 
council or regional areas who have to levy the taxes and 
get the kicks on those. 


You can see how that item in An Agenda for People is 
crucial in some ways to the way those people think the 
world will turn for them. In fact, it speaks to the issue of 
whether or not there is going to be a new partnership arrange- 
ment between government, school boards and municipalities. 


That is why if you back away from that, it would ap- 
pear that you are not going to be entering the new partner- 
ships you want to be in and you are not going to be 
entering a new era of property tax assessment or property 
tax study which would say the property taxes should not 
pay as much for education. That is why we are in the 
dilemma of not having a very clear recommendation on 
that 60%, or why we are having a problem with respect to 
the clear recommendation coming from us on funding for 
phase 2 of SARC. 


The Chair: Can we move to the final recommen 
tions, having said that, and try to revisit some of th 
things and have some completion one way or the other? 

Mr Christopherson: Yes. Again, I do not want bel 
our this, Mr Chair, but I need to be comfortable. I fi 
respect and appreciate your role. It was not that long 
that our caucus was doing exactly that and became v 
good at it obviously. I was not— 


Mr Elston: We are prepared to allow you some 
training time, if you wish it. 
The Chair: At least five years. 


Mr Christopherson: I appreciate that. In recogniz 
that reality, I am in no way suggesting it is wrong or in 
propriate. By the same token, we do not want to sper 
whole lot of time this afternoon on things that are spinr 
wheels, if you will. We have looked at other reports, so 
also have a sense that we want to be different, we h 
made that commitment. But you still research what 
been done and how and the essence of it, and I thin 
needs to be said. 

I am not going to get into a long defence, but we 
not that far off, and I think we have made some imprc 
ments in terms of what the majority of this committe 
prepared to say to a Treasurer when you are in a majo 
government. We are comfortable with that. Both of us un 
stand the roles and what is happening. 

We did note that in at least one of the reports, and 
is something that impressed us when we did our resea 
there were some recommendations where there were as 
isks and it said “denotes unanimous support.” In the « 
of SARC I think that it was one more piece in the mot 
ing lobby. Where that can happen, that is what we wv 
looking at. But if that is not in your agenda, then I th 
we need to be apprised of that. Again, it could all cha 
with the entrance of one member who is not prepare 
accept unanimity on anything. 

Mr Elston: We are never, as you rightly identified 
everybody’s attention yesterday, going to have unanim 
consent because two of the members—the Conserva 
caucus is not attending these meetings, so we can né 
put a unanimous consent to it. 


Mr Christopherson: Could I question on that? I 
asking this of anybody that can help me, including 
Decker, the clerk. 

When you vote on it, if we moved a motion that al 
our recommendations be adopted as last presented, 
words to that effect, and it carried, that would then becc 
the committee report, right? Then there would be the 
senting report and it would be very clear. 

If, however, we had agreement on a number of a 
between us that we were prepared to identify, we c 
move a motion that accommodated that. Is it not what 
vote is and how it carries that dictates what the rey 
would look like, or—and I am being very sincere—is 
tradition and custom of this place that you would not 
that to a third party when it is a three-party system? ] 
not know. I am asking. 


Mr Elston: No, I think that you could say that m 
bers attending agreed that this section should be inclu 
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t they will make the point quite rightly that they decided 
t to be here because they objected, for whatever reason 
sy objected, and that no part of this majority report 
ould be construed to have been a unanimous delibera- 
nm. If they are not attending and they do not intend to 
te, then that is their problem. The difficulty is that you 
nnot go ahead, though, and still— 


Mr Christopherson: I think that probably helps us in 
ms of understanding what the rest of the afternoon may 
may not look like. That does not change our sincerity or 
r willingness, but it does recognize an end result that 
thaps is less than our ideal. 

Good. That is it then, Mr Chair. That entire report in 
ms of the areas that we have just talked about now, we 
» prepared to caucus on and give a response to. What I 
uld like to do now is perhaps take us right back to the 
ginning for part I and walk through areas where we have 
ide some changes and accommodated some of the con- 
ns raised by our friends on the other side. 


Mr Phillips: Maybe before we do that, I had some 
estions yesterday on some things, and I would not mind 
rification on them if I could. 

On page 23—I am looking at revision number 2, I 
pose it might be the same in revision number 1. I do 
t know—at the top of the page: “55% of Ontario’s 
alth care budget is spent on hospitals.” 

Ms Anderson: The question about 55% of Ontario’s 
lth care budget, the numbers that come from the Ministry 
Health are actually not—it is 55% on institutional care, 
| just hospitals. It is hospitals and psychiatric hospitals 
1 nursing homes rather than just hospitals on their own. 
‘Mr Phillips: When people think of that, they think of 
spitals, and I think it is more like 43% or 44%, some- 
ng like that. 

Ms Anderson: We could just put that 55% is spent on 
titutional, or we can get the figure. 


‘Mr Elston: Why do you not just mention that 55% is 
nt on hospitals, psychiatric hospitals and nursing 
nes? Everybody knows what that means. 
MsAnderson: Yes, it can just be expanded to what it is. 
Mr Elston: Sure. 

Mr Phillips: The next one is the general agreement 
ong presenters. I went back over all that and I honestly 
ld not find any presenter who said that the health care 
tem did not require a greater portion of the provincial 
iget. 

Ms Anderson: The Ontario Nurses’ Association, I 
ik, said that, but you are not likely to find any of the 
ers. 

Mr Phillips: I do not think so. I think the ONA said 
hospitals did not need any more. Honestly, I could not 
J any and I know the ministry never said that. I am not 
2 we have yet got the estimates they promised to send 
Have the Ministry of Health estimates arrived yet? 

The Chair: No. 

Mr Phillips: I went back through all the presentations. 
The Chair: I could see if they are coming in today. 
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Mr Phillips: They may be, yes. There is half an hour 
to go. 

The Chair: Do we want to discuss that point now? 
1530 


Mr Phillips: My problem is that I listened carefully to 
the Ontario Hospital Association, the Ontario Nurses’ As- 
sociation, the minister, the public health people and the 
Social Assistance Review Committee people, and I do not 
remember any of them saying that. 

Ms Anderson: What the ONA said was that this union 
is on record for the last five years that it does not believe 
its industry is underfunded. 

Mr Phillips: The hospitals. 


Ms Anderson: And if one third of the public purse in 
any given industry is not adequate, there is something 
wrong. In effect, they were saying this industry should not 
be funded to a larger dollar degree. I guess that is the 
whole health care industry. 

Mr Phillips: I do not think the evidence supports that. 
That is all. 

The Chair: Is there some consensus here that maybe 
we should change that and say that “the ONA presentation 
said the health care system does not require a greater pro- 
portion of money” and just leave it at that, or do you want 
to take it out? 


Mr Phillips: I would suggest it come out, because 
later on, on page 24, it says, “The ONA are seeking a 
greater share of the hospital budget and presented evi- 
dence”—]I think they expressed the view that there is suffi- 
cient money in the budget. I am just cautious. I do not 
remember the evidence being presented that there was. 


Mr Elston: Actually, quite honestly, I think they were 
using this forum as a pre-negotiating forum as much as 
anything else, to try to prevent the hospital association 
from coming to the table and saying, “Well, you know, we 
don’t have the funding from the province so we can’t honour 
a big request for settlement.” I think we have to allow 
ourselves the fact that that presenter had more on her mind 
than just trying to help us out with pre-budget delibera- 
tions for the Treasury. 

Mr Phillips: They may very well be right, but I would 
hate for somebody to come to me and say, “What was that 
evidence?” J think she expressed a strong view. As I say, 
they may very well be right. 

The Chair: Let me go back. What is the will of the 
committee on page 23 about, “There was a general agree- 
ment among presenters that the health care system did not 
require a greater proportion of the provincial budget”? Do we 
change it to the ONA, do we leave it in, or do we take it out? 

Ms Anderson: The whole paragraph? 


The Chair: No, just that line, because the next one 
says “The ministry”—there is no discussion on that. 

Mr Christopherson: We have not had a chance to 
respond to these. I think you will find that we were going 
to suggest that that be attributed, if that is what someone 
said, as opposed to the committee saying it, that sentence. 
To say there was general agreement that there is no more 
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money at all needed in the health care system, I do not 
know that that is the position of this committee. If it was 
said, as we have been through that argument, it should be 
attributed, if it is an important opinion. But I certainly do 
not think this committee is making that blanket statement 
that there should be no more money in the health care 
system. 


The Chair: The way it stands now, we are. 


Mr Christopherson: I know. That is why I am raising 
the concern that we have with letting that stand. 


Mr Elston: Or else you can just say “there was opin- 
ion expressed that,” if you want to do it that way, or you 
could just say “the ONA presenters suggested that.” 


Mr Christopherson: If we attribute it, we are fine, 
but it is not a committee position, as far as we are con- 
cerned. 


Mr Hansen: And it was not a general agreement. 


Mr Elston: It was one view. If you attribute it, if you 
just say the ONA position was that no new money was 
needed in the hospital sector, you are free to go. 


The Chair: Okay. Are we happy with that line now? 
Mr Phillips, you were making comment on page 24. With the 
change on page 23 and the wording change on page 24— 


Mr Phillips: My point was that I listened carefully to 
the brief, and they may very well be right but I did not see 
any evidence. I would think it should be, “The ONA are 
seeking a greater share of the hospital budget and ex- 
pressed the view that there would be sufficient moneys in 
the budget to meet their demands.” 


The Chair: Do we have any problems with changing 
“presented evidence” to “expressed the view”? 


Mr Christopherson: They did not bring evidence, so 
we do not want to want to— 


The Chair: Should we go to that last page of recom- 
mendations, the ones that were just handed out now that I 
have lost? 


Mr Christopherson: I have jumped us ahead. We did 
not do part III, did we? There was a page and a half to do. 
My apologies, Mr Chair. That document still needs to be 
circulated. 


The Chair: Why do we not just read that page and a 
quarter and come back to it in two minutes. Just read 
through it, all of it, and then we will come back. 


Mr Christopherson: “The committee is very con- 
cerned with the severity of the current economic recession 
and its impact on workers, families, and businesses in the 
province. High unemployment rates, household debt bur- 
dens and personal bankruptcies are hurting many 
Ontarians. At the same time, extremely high interest rates 
and exchange rates, along with sagging consumer confi- 
dence, are affecting business investment and corporate 
profits. Finally, the committee would like to highlight the 
current budget deficit, which stands at $2.5 billion. 

“Therefore, the committee recommends that: 

“The provincial budget should reflect the current state 
of the economy, and, in particular, the present recession.” 


Mr Elston: Does that mean the budget should | 
anaemic or what? What does that mean? Can you tell n 


Mr Christopherson: If you take a look at where 
flowing from, “Current State of Affairs,” I believe, is 
subheading of the report text that this is flowing from. 
wanted to reflect on it. We wanted to make a comment. 
did not want to ignore it. We thought this was consis 
with positions that have been taken in other econo 
times in terms of setting the stage, setting a tone. I 
referring, I think, to the 1989 or 1990, when there vy 
better times but concern about expenditures. We hai 
different time now and different concerns. We did not v 
to be motherhood about it, but we said that not to 
anything here may be inappropriate. We think this sets 
stage appropriately early in the draft, and that is what 
meant to do. I am not suggesting to you that it is meat 
do anything more than that, but we felt that shoulc 
done. 


Mr Elston: If you are going to make a recomme: 
tion, what you probably mean here, I suspect, is that 
provincial budget should set forth an aggressive plan 
recovering the Ontario economy from recession, or so 
thing more specific. Maybe “aggressive” is the wi 
word, but do you not want a recession-fighting buc 
basically? This does not tell me anything. It “should re: 
the current state of the economy.” What the devil does 
mean? If I happen to be a businessman in downt 
Kincardine, reflecting the current state of the econ 
means that I am probably cutting back my inventor 
have probably laid off some of my staff, I have prob 
taken a personal cut in pay. Does that mean we want 
budget to be cut back in spending size so that we 
reduce taxes? What does it portray for other people? 


1540 
Mr Christopherson: Okay, fair comment. 


Mr Elston: I think you really do mean you want 
budget to be a recession-fighting document or recess 
addressing document. 


Mr Christopherson: Basically, what we are sa 
here is that we are in a recession, we have budget def 
that we are all trying to grapple with, and that that he 
be considered. We are not in a time of boom. It is n 
time of trying to do everything in one shot. I realize 
could be partisan, but we happen to believe that no m 
how you look at it, you are going to come to that con 
sion. As opposed to a year in the past when the prev 
government had felt that deficit-cutting and a bala 
budget was the priority and said that, if you looked at 
the time, I am sure it looked rather motherhood and did 
really say anything when you were in the time. If yor 
back to the document even now, with changed times, 
phrase makes a great deal of sense. It sets the tone. It 
the environment in which the budget was considere 
this is problematic or if there is a way you can improv 
it, we are very flexible. We just felt that to say nothing 
inappropriate. 

Mr Elston: If I might respond just for a second, it 
different exercise, though, to tell the Treasurer tha 
ought not to have a deficit, which was really the p 
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ade by the previous committee’s report, I think. It meant 
could still spend if he wanted, but every time he spent 
should also be sure he had the revenue to deal with it 
ie way or another; either he cut other programs or he 
ised taxes. The committee knew full well, when it 
anted to achieve certain things in its budget recommen- 
tions, it was to be seen in all efforts to encompass a 
lanced budget. That is a pretty definite index. 

Here, though, it is not precise enough to tell me what it 
ys. Does it say you do not want the deficit too high? 
yes it say you want the deficit higher because it is a 
session? Do you say you want the budget to do some 
onomy priming? I think you are being too cute, David, 
the sense that you are being too nice with the words or 
) fine with the words. You should just say what you 
san. I think it is that you want this budget to reflect the 
ed for the government to become involved in easing the 
ects of the recession on the economy. That may be even 
ittle more precise. Maybe that is even not bad wording, 
you want to use it. 


The Chair: How do we like that wording? 
Mr Christopherson: Can I hear it again? 


Mr Elston: “The provincial budget should be formu- 
ed to ease the effects of the recession on the economy.” I 
1 not even telling you to eliminate the recession, just 
sing the effects of the recession on the economy, if you 
nt. It is still pretty general, but I think that gives you the 
mework. 


Mr Christopherson: Let us take a look at it. It should 
t be a point of contention. I think it is just a question of 
lecting what needs to be said. 


‘Mr Elston: Remember, as much as it is being printed 
the Treasurer, we are also printing this for other con- 
ners of this document, interested observers. 


Mr Christopherson: We took to heart what you said 
other day about a couple of clauses, where it was being 
ked at south of the border and other investment areas. 
at is part of the responsible aspect of what we are trying 
inject into this. 


Mr Elston: All I want to advise you is that for us, 
ving been involved in the discussion, this may say quite 
ot. For somebody who has never heard one piece of 
dence or heard any of the back-and-forth, to-and-froing, 
3 does not mean a lot. Do you see what I mean? 


Mr Christopherson: Yes, your point is well made. 
will gladly take a look at it. 

Next: “The committee is of the opinion that, while a 
nber of factors have led to the current economic down- 
a, the policies of the federal government are a signifi- 
t cause of the homegrown recession. The committee 
hes to draw attention to the tight monetary policies of 
government of Canada, not for the purpose of pointing 
sers, but to foster an understanding that continuing this 
tse will lead to further economic difficulties. 

“The committee, therefore, recommends that: 

“The provincial government should call on the federal 
‘emment to ease its tight monetary policies, which will, 
urn, assist the economic recovery.” 











Next: “The committee is encouraged by the number of 
presenters that have indicated the likely improvement in 
economic performance during the second half of 1991. 
However, lower interest rates and an easing of monetary 
policy is a significant assumption in all forecasts. In addi- 
tion, the Gulf war remains an uncertainty in its effect on 
the economy.” 

I do not believe we had a recommendation; there was 
just that statement, that observation. 

Last, on that page: “The committee applauds the initia- 
tive taken by the previous as well as the current provincial 
government to consult with native peoples on a variety of 
issues. The process of consultation has been timely and, 
more importantly, productive. 

“Thus, the committee recommends that: 

“The provincial government should continue to consult 
and negotiate with native peoples with the belief that native 
peoples have legitimate grievances that must be addressed, 
such as land claims, education, economic development and 
social issues.” 


Mr Elston: I agree with all that, but what does that do 
for us as a budgetary document? If we were dealing with a 
social policy committee report, that is a good conclusion, 
and I thank you for mentioning us as well. It would even 
be good if we were doing a resources development study 
of the management of forests or commercial fisheries or 
things like that, but what does this tell the Treasurer? He 
does not directly consult. He may in the end, when they 
get close to coming up with settlements, provide some 
financial assistance, but I am not sure this tells him any- 
thing as a pre-budget document. 


Mrs Sullivan: I remember looking at the Union of 
Ontario Indians document. I think their requests added up 
to about $79 million, none of which is addressed here. One 
of the major portions of those requests related to housing 
initiatives that were costed. There were several other is- 
sues; all of them were costed, relating to social programs 
and so on. I just do not think this is advice to the Treasurer 
relating to the document that was presented here. 


Mr Christopherson: We take what you say very seri- 
ously. I think we were crafting this on the document, as 
well as in light of some of the announcements that were 
made before the House recessed, where there was a fair bit 
of movement and, I believe, some financial recognitions. 
The reason we put in the acknowledgement to the previous 
government was that the minister did that, and rightly so. 
What we wanted to say was that the important starts had 
been taken, the steps in the right direction. We think we 
have continued on that and we want to build on it, and that 
is what we are trying to reflect. 


Mr Elston: Just to change it very slightly, perhaps we 
should say, “The committee recommends that the Trea- 
surer make financial provision in the budget to allow the 
continuation of consultation and negotiation with Ontario’s 
native community.” If you want to do it in that sense, I am 
happy. That leaves him the whole menu from which to 
choose in terms of the requests of the Union of Ontario 
Indians paper. He can choose, and we can just stimulate 
his interest in their proposals. Of course, he may also have 
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proposals from other organizations of the native community. 
I would be prepared to support something like that. 


Mr Christopherson: I do not think we would have a 
problem. Anne, could you read back how you understood 
that? 


Ms Anderson: “The Treasurer should make financial 
provision in the budget to allow continuation of consulta- 
tion and negotiation with native peoples, with the belief 
that native peoples have legitimate grievances that must be 
addressed, such as land claims, education, economic de- 
velopment and social issues.” 


Mr Christopherson: We are fine with that. 
That, as they say, is that. That is once through. Good 
thing we have another week and a half. 


Mr B. Ward: Shall we give them parts IV to X? 


Mr Christopherson: At this stage, before we begin 
now going back to the first paper with any revisions that 
we are prepared to support ourselves, does that constitute— 
we had talked earlier about your recommendations and 
you had said that your comments throughout would consti- 
tute those positions. Do I gather then that we have basi- 
cally your menu, if you will, and that on those things that 
we do not agree on, you are going to more than likely 
outline a position in a dissenting report, as of course will 
the Tories? 


1550 


Mr Elston: I think that is partly it, David. Some of 
our comments, as I have indicated earlier, would have 
been around particular programs, had they been recom- 
mended, for instance, in the construction sector, or we may 
have particular comments to make about the 60% educa- 
tional funding issue; types of things like that. So I think 
you can anticipate what we might say in some of those 
areas. 


Mr Christopherson: Yes. 


Mr Elston: But for a specific program, because we 
never really have revisited those construction items yet, we 
have not got your—at least I have not read your revised set 
of recommendations. You have most of our comments. We 
may as well end up having to speak more specifically to 
what is not included in the report, as much as there are 
comments to be made about what is in the report. 

Mr Christopherson: That is fine. Quite frankly, with 
all of us new, I do not mind acknowledging once again that 
we are walking every step—every day is brand new and I 
am sure next year will be different. We still do not see 
fully what the end product is until it actually happens and 
that is just life. 


Mr Phillips: Kimble has a draft of our report there. 
Interjection: The Agenda for People? 
Mr Phillips: No. 


Mr Christopherson: Typical negative opposition 
document. 


Mr Elston: Could I just raise an item? 


The Chair: Could we focus again? Mr Elston has a 
question. 


Mr Elston: Actually, I have revision 1, but I am 
it must be close to page 17 in revision 2 as well. Ther 
section right at the end of the agricultural section, the 
that has been left unslashed, “Some sectors of the ind 
under the supply management system particularl 
dairy and egg sectors are experiencing difficulty as 
sumers become more health conscious.” For me, co 
from rural Ontario, that “as consumers become - 
health conscious,” although there may be issues ar 
consumption of cholesterol and fatty foods and thing: 
that, I feel that says something I do not want the cor 
tee to lend credence to, because I think there is a | 
misinformation about how healthy it is to consume 
meats or egg products or milk. It depends how act 
person is, how his body deals with certain consumpt 
would like that to be changed in the sense— 


Interjection. 

Mr Elston: I do not know what the best way 
think there is a sense that consumers— 

Mr Hansen: I would say no problem; take it out. 

Mr Elston: Take it out? 

Mr Hansen: Because it has been a problem, I ca 
you. 

Mr Elston: You could even leave something ir 
consumers change food consumption habits,” if you w 

Mr Hansen: So it would say what? 

Mr Elston: It would read, “Some sectors of the i 
try...experiencing difficulties as consumers change 
consumption habits,” because there has been a rea 


crease in the consumption of red meats and an incre 
fish and poultry consumption. 


The Chair: Milk with lower butterfat. 
Mr Elston: Yes, I am prepared to do that. 
Mr Christopherson: We are fine with that. 


Mr Hansen: I was thinking more of pesticide: 
that. 


Mr Elston: No, that is another part of the issue. 


Mrs Sullivan: That is also another issue, wit! 
organic stuff. 


Mr Elston: But when they talk about dairy and 
it really means cholesterol and butterfat and things 
that, saturated fats. 


The Chair: In the last three weeks we have no 
the most mobile of lifestyles here, have we? 


Mr Christopherson: We also have to make sure 
we are comfortable—we have not had a chance t 
through all of this yet, even just to quickly say we 
done revision 2 page by page, so again it adds more § 
to our limited time. : 


Mr B. Ward: Does anybody have any concerns wil 


Mr Christopherson: We have not actually giv 
final approval with everybody. 


The Chair: We may have a problem with the ste 
committee taking a final look at this because it says th 
members of the steering committee must be present 
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ven that we are not sure where the Conservatives will 
and on that— 


Mr Elston: It is okay. 


Mr Christopherson: Sorry; I want to be aware of 
is. Should that be happening today? 


The Chair: No. What was being suggested is that 
ven the limitations of time and other commitments for 
her people, we are essentially at a point where we may 
t make it and that we will not look at the final document 
its final form, drafted, written and so on, as a committee. 
1e suggestion was being made that the steering commit- 
2 should look at it, and then the suggestion was made 
30 that it would have to be unanimous that the steering 
mmittee looked at it, and we are not sure we can get— 


Mr Elston: May I just offer this advice then. I know 
at you have only been authorized to sit these particular 
ys, but I think by consent of the House leaders you can 
t another day or so to sit. Iam quite prepared to go both 
Shelley Martel and Ernie Eves to get another day just to 
ok at the final product, if that would be within 
erybody’s— 

Mr B. Ward: To put a final package together. 


Mr Elston: If we are not going to get the final draft here 
d if we can just put everything together and then sit a day 
the final product, that would seem to me to help out. 


Interjection. 
Mr Elston: No. 
Mr Hansen: It is just scheduling. 


Mr Christopherson: Let me just say that we are not 
posed to the concept obviously, but— 


Mr Elston: You are not going to get a final product 
lay, now. 

Mr Christopherson: Okay, but let’s kick it around a 
-and see where we are. There is a scheduling problem, 
d I could see where in order to maintain numbers there 
uld be some real problems finding agreement. We still 
ve a third party to consider which does not appear to be 
) gung ho for the process at this stage. That could be 
‘y problematic, and I would not want to walk from here 
nking that will be the resolve and have it stopped. 

The other thing I would say is that what we have to 
€ right now are areas where we can find agreement. We 
1 still complete the work. We know what our position is. 
was merely a question of—not merely, but it was in 
ms of process merely a matter of our trying to find areas 
common agreement and that is through give and take 
1 discussion. That would take the time, but the process 
‘If for us to be finished with our position and you to be 
ished with yours and the Tories theirs can still be ac- 
nmodated in this time frame. Having said that, I am not 
€ where that leaves us. 


Mr Phillips: I think, realistically, that we have raised 
Jes as we have gone through here, and it will not be as 
ch what we agree with that is in the report; it is what is 
in the report. I think in many sections we have said: 
lis is backing off on your commitments. This is backing 
On your commitments.” So, realistically, I think there 
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are enough things not in here already that we are going to 
have to comment on, so we are going to have to write up 
some kind of a report on this thing. 

Second, I think we are going to need some time to go 
over what things we can agree on because it is, as I repeat 
myself, going to be challenging for us not necessarily to 
agree with some things in here, but to enumerate each case 
where you are not. 

I think we are probably best to somehow or other figure 
out a way to get the thing all finalized as much as we can 
and give ourselves a little bit of time to look at it. Mr 
Decker may be helpful to us as to how these things nor- 
mally finalize when they are left at this stage. 

Mr Elston: The committee has to make a request if it 
is needed. 

Mr Christopherson: Let me raise a point to see what 
this does to the discussion. We have had an opportunity 
now, other than the revision 2 to the draft, but in terms of 
this one—other than this, okay, everything else in terms of 
our recommendations, we have all been through once 
completely right now and we have had a chance to con- 
sider everything you have had to say, save the responses 
we have heard the last hour and a half. We have not had a 
chance to caucus on that. 

Mr Elston: Okay. 

Mr Christopherson: But for the rest of it, while we 
are still flexible, let’s be realistic. We have heard what you 
had to say. We have made some changes where we are 
comfortable with that, and I would suspect that we are not 
too far away from what our final position is, recognizing 
that in many areas, maybe most, you still are not going to 
be comfortable and you will still want to dissent. That is 
fine. We respect that. With that in mind, I do not know 
how crucial that makes it. I am just worried that if we walk 
away from here and say, “Okay, there will be another 
meeting and that will solve things,” and then we do not get 
another meeting, where are we? We have walked away not 
completing the work we could do. 

1600 

Mr Elston: So are you suggesting then, David, that 
we just consider basically the reworking of the part I rec- 
ommendations as your final position on those items we 
discussed, and that the final report really just catalogue 
those plus whatever you decide with respect to just the last 
hour’s discussion. 

The Chair: Here is what we could do. I do not know 
how much time people have. What is the constraint with 
time? How many people have to leave now? 

Mr Elston: I have a briefing but Iam prepared to— 

The Chair: If we stayed half an hour, could we go 
through the recommendations that are in revision 2 so we 
nail down the recommendations, and could we then send 
the document— 

Mr Elston: Off to be printed. 

The Chair: —off with Anne to be written, circulated 
and with comments to be brought back and then—no. 

Mr Elston: No, you cannot, because Anne quite 
frankly cannot go away and redraft it and have it done any 
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earlier, I presume, than 6:30 or 7 or whatever for us it 
takes tonight, unless we are all going to stay here and sit 
tonight because we are not authorized to sit longer than 
today. 

The Chair: That is right. 

Interjection: We cannot sit tomorrow? 

Mr Elston: We could sit tomorrow? 

Mr Hansen: No, we cannot. We cannot sit tomorrow. 


The Chair: Everybody is in his constituency office. 
We have three Fridays that were allocated in the budget 
allocations that we did not use, plus half a Monday morn- 
ing which we did not use that was in the budget allocation 
for us, and so if the House leaders were to meet and agree 
that one day late next week the whole committee could 
come back and have the final positions solidified— 


Mr B. Ward: Let me make a suggestion. I can stay till 
five, then I really have to go. Is it possible that we could 
break for 15 minutes until a quarter after four? Our caucus 
can meet and finalize our recommendations as much as 
possible, present them back and see where we are and 
hopefully wrap it up if we can. 


Mr Elston: This is what I heard David saying, that 
this has been a refinement of their suggestions and that 
while there may be—in fact I hope there are a couple of 
word changes here just in terms of expressing; for in- 
stance, it talks about, “The government of Ontario should 
re-examine its funding on settlement and language training 
services with an attempt at enhancing service,” which is 
not quite, I think, what you want to do. With minor word 
crafting you can clean this up and basically this is the final 
position of government caucus members, and it really rep- 
resents to them the final report position. We have done the 
revision 2 and really what is being suggested is that today 
we finish off by saying that the part I revision 9 am 7 
February edition is the final position of the caucus in those 
sections. 


Mr Christopherson: The part I is just that; it is Part I. 
There are two other documents, okay. The second one is 
completed. Again, it was done quickly. We have been 
meeting around the clock trying to get this stuff back to 
you and meet the commitments we made in terms of pro- 
cess. I would ask the Chair to consult with the clerk and 
the researcher how we accommodate some of those minor 
word changes that need to be done and how we get that 
authorization. 

Aside from that, the two things we would have to do 
today to give full effect to the process is to finalize revi- 
sion 2, and also, in fairness, I really would like a chance to 
caucus with my colleagues on the suggestions you have 
made over the last hour and a half. There were some very 
good points there. That way we could come back and enter 
what our position is there. As my colleague, Mr Ward, has 
said, we can do both of those things now as a caucus, 
come back, raise the concerns and then the only loose end, 
if you will, is as you have pointed out, Murray, is how do 
we accommodate that? What mechanism can be in place 
so that we do not get something we are locked into just 
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because we did not have time to back and give effect t 
change that is needed. 

Mr Elston: I am correct, am I not, when you said t! 
your part I revisions of 7 February 9 am are basically yc 
final position in terms of— 

Mr Christopherson: What we lose by not talking 
the fact that—you have been very, very good at coming 
with language that has helped us close some gaps. I me 
that sincerely. We lose that opportunity where if you | 
we made some move, then a little more language char 
would have us come closer, but we lose that. 

Mr Elston: Okay. 


Mr Christopherson: Okay. So we are still flexible 
that degree, but having lost that we do not lose the wh 
process. Yes, the essence of what you are saying is tr 
Going back to the fact that there is not going to unanim 
you may just want to address these things in your dissen 

Mr Elston: Sure. 

The Chair: Let us break till about 20 after and rec 
vene and do what we can till 5 o’clock and send it ¢ 
Okay. There will be a temporary recess for 15 minutes. 

The committee recessed at 1605. 

1634 

The Chair: Okay. We have about half an hour. P 
haps we could facilitate this by moving through v 
quickly. Are you prepared to take the lead? 

Mr Christopherson: Yes, I am, Mr Chair. Back 
page 3 of part II. 

The Chair: Wait a minute. Could I offer a suggest 
here? We have three phases. We have I, II and III, corre 
If I said that we had dealt with part I— 


Mr Christopherson: Let me come back to that. T 
makes it nice and neat and consistent; then, with y 
indulgence— 

The Chair: J will trust you on this, Mr Christopherso: 

Mr Christopherson: It will be well placed, I ass 
you. 
Page 3: We had already agreed, at the committee le 
on the issue of the wording on “labelled” and also 
“accessibility controls” question in the middle of page 
My records show that we had actually crafted langu 
that we had all accepted. There was a further conc 
raised on the item of the fourth point down, “The provi 
should persuade the federal government to eliminate 
3% administration fee on Canada student loans.” We st 
behind that. We are quite comfortable with that. 

Mrs Sullivan: Just a second. Are you saying you 
staying with all your wording on that section? 

Mr Christopherson: The first one we had alre 
agreed. 

Mrs Sullivan: That was Murray Elston’s suggestio 

Mr Christopherson: Right. That had been done. I 
ther, there were suggestions and discussion. I believe 
Sutherland was speaking on our behalf, and we had agr 
to the language there. I think actually what we did was. 
eliminate the last word, but there was agreement there. 

Mrs Sullivan: Are we changing OSAP at all? 
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Mr Christopherson: No. In fact, everything else 
ys the same. 


Mrs Sullivan: You are not changing the research? 
Mr Christopherson: No. The balance is the same. 
xt page. 

Mr Phillips: I think I asked whether you people were 
ng to consider the recommendations of both the col- 
es and universities on funding. 


Mr Christopherson: The caucus felt it was implied, 
| clearly, that anything that did not specifically say “uni- 
sities” only, that the request on funding and other initia- 
-s applied to both. In that light we are comfortable with 
at is here. 


Mr Phillips: Which of these recommendations talks 
ut the funding, where the universities requested that 
y have their university rejuvenation plan. Which of 
se recommendations refers to that? We are all on the 
1e page, are we not? Page 3, “Committee Observations 
| Recommendations—Page 14.” 


Mr Sutherland: To be quite honest, there are no spe- 
c recommendations there on actual amounts of funding, 
we certainly believe that the preamble of observations 
_the other comments that have been made throughout 
teport that would come back and deal with college-uni- 
sity issues should be taken into consideration by the 
asurer in dealing with specific funding. 

Mr Phillips: What did you just say there? That you 
recommending that the Treasurer should take into con- 
tation the specific funding proposals? 


Mr Sutherland: No. We are saying there are no rec- 
mendations on specific amounts of funding as put for- 
‘din the proposals, but if you look at the observations, 
stress the need to have this issue addressed and are 
ing that the Treasurer will address it satisfactorily from 
recommendations. 


Mr Phillips: From your observations or recommenda- 
s? 
Mr Sutherland: From both. 


Mr Elston: Can I just say something I said before? 
Sis our work and we understand all the short forms and 
key words and signals and all that. This is not 
trybody’s work, and it will not be read as everybody’s 
k. If you want them to consider the funding requests of 
universities, say it, just clear language, “Please con- 
wr this” or “Please consider that.” I am not playing 
ies. | am just saying that people will read this and say: 
hat in the world are these people doing? They could 
e done this without talking to anybody.” Why do you 
just say, “Consider the request of’ — 


Mr Sutherland: If you look at the second sentence, 
igh, “The economic and human costs of an inadequate 
em of post-secondary education are becoming apparent 
ur society,” that is a pretty blunt statement. 

Mr Elston: It does not say anything. 

Mr Sutherland: It does. It says there is a problem. 
Mrs Sullivan: You do not say, “Put the money into 
dudget,” and how much money you want. 
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Mr Elston: We take that second step. Just say you 
want him to consider it. I think he can say that if we do not 
have a good system of post-secondary education its human 
costs are evident, or something. Why do we not just be 
blunt and say, “Consider the request for funding,” or not 


Say it. But let’s not be cute and subtle with the words, 
because it does not do the job. 


Mr Christopherson: We are at the point where there 
is a significant difference of opinion as to what is accom- 
plished and what is not accomplished, and I think we just 
need to respect each other’s rights. I think we know what 
we will see. You have every right to raise your concerns, 
but I think there is a point where we need to recognize that 
we are not going to go any further. Everybody has had a 
chance to raise their concerns. I am getting the signals 
clearly from my caucus that nothing has changed and that 
we are still very comfortable with the language we have 
here. You have, of course, your vehicle for saying some- 
thing different. 

The next page: The change we would like to see is in 
the first point. Between the words “provide” and “finan- 
cial” we have put in “enhanced.” 


Mr B. Ward: “The government should provide en- 
hanced financial assistance for retraining.” 


Mr Christopherson: We heard everything you had to 
say and that is the change the caucus is comfortable with. 

The fourth-to-last point on the same page: The points 
were well taken and we would like to just remove it. 

The next one is the second-to-last point. We would like 
to propose: “The government should undertake a compre- 
hensive review of the regulations of the financial services 
sector.” In saying that, I realize that that still does not meet 
all the points Mr Elston raised, but we thought you did 
make some good points and this is the change we would 
like to make in light of that, again, with all due respect to 
your right to disagree if that is not clearly what you would 
like to see. 


Mr Phillips: Just let me state again that I think one of 
the issues over the next 12 months is going to be the job 
losses, particularly in the manufacturing sector. The gov- 
ernment has two of them right there, de Havilland and 
Algoma, and then right in behind a whole bunch of others. 
I think this will be a major deficiency in the report. That is 
the point I raised earlier and you said your group would 
consider it. I guess you have considered it. “We reserve the 
right,” and all that sort of stuff, but— 


Mr Christopherson: These are our recommenda- 
tions. Of course, what ultimately matters is the budget and 
that is what the government will stand behind, but this is 
what we are comfortable recommending and feel strongly 
about. If you disagree, which I am sure you do— 

The Chair: That is not to say that a lot of these other 
issues are not going to be dealt with. Algoma is sitting on 
the Premier’s table as his priority issue. By the time this 
hits the Treasurer’s desk, that issue— 

Mr Phillips: I understand, Mr Chairman. It is just, as I 
said, these recommendations, by most accounts, will take 
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some considerable period of time to have an impact in the 
marketplace, and kind of a full-court press on jobs may 
have been appreciated. 

Mr Christopherson: Again, it is important to say that 
if it is not here it does not mean we do not think it is 
important. It is a question of whether we think it is appro- 
priate here in the report and whether it has been addressed 
in another way. That is where it is. 

To the revision, the draft report, we do not have many 
problems. The researchers have consistently done an ex- 
cellent job. A minor point—it is actually my fault; I should 
have raised it in an earlier draft but I neglected to. On 
page— 

The Chair: Excuse me. Just one point: The researcher 
is suggesting that we move a paragraph on housing. 
Maybe you had better deal with this, because it is your 
suggestion. 

Ms Anderson: There seems to be some duplication in 
the text about housing in the construction sector and that 
section on the housing. I was going to suggest that the 
paragraph which is on page 11 could start off saying, 
“There are a variety of steps that could be taken to im- 
prove the supply of affordable housing, such as,” and then 
there is the list of the various things we have just heard. It 
could be moved to the housing section rather than being in 
the construction section. That leaves the construction one 
talking more about the construction end of things. 

Mr Christopherson: I do not think that is a problem. 

Ms Anderson: It would be the paragraph at the top of 
page 11, with a little introductory bit saying something 
like, “There a variety of steps that could be taken to im- 
prove the supply of affordable housing,” and then continue 
with that paragraph, “such as,” and put that in the housing 
section. 

Ms M. Ward: Starting from where? 

Ms Anderson: If you go to the bottom of page 10— 

Ms M. Ward: “Given the positive economic— 

Ms Anderson: Cross out “This partnership,” and then 
take the rest of that paragraph with a revised, restructured 
phrase and put it in the housing section, because it refers 
very specifically to things that have to do with affordable 
housing. 

Ms M. Ward: The early part of the paragraph and the 
paragraph before are also talking about housing, and part 
of the paragraph before that is talking about non-profit and 
co-op housing. So what is the rationale for— 

Ms Anderson: The third paragraph talks about non- 
profit and co-op housing and also talks about developers 
collaborating and job creation going through infrastructure 
funding. It seems to be more general. The third one could 
almost be taken out. Leave the fifth one in there, up to the 
point where it starts, “This partnership,” and then just 
move the remaining part of that paragraph, which is more 
detailed, into the housing section where you talk about the 
need for affordable housing as opposed to the need for 
construction in general. 

Ms M. Ward: Okay. I had a problem from the very 
beginning with this being split, construction and housing. 


The Chair: So are you happy now? 
Ms M. Ward: Yes, okay. 


Mr Christopherson: Page 16: It is a minor ma 
but one we felt worth raising. The two paragraphs reg 
ing the Ontario Federation of Labour: to ensure that 
have some balance—I am sure the committee would 
want to leave the impression that labour’s opinion did 
matter as much as anybody else’s and therefore anytl 
referring to a labour presentation can be left to the rea 
the chapter—we had suggested earlier that at least the 
paragraphs on the OFL be inserted between the first 
second paragraph that appear in the section “Business 
Labour” on page 14. 

Mr Elston: This is some politicking, is it? 

Mrs Sullivan: A little sensitive about the relation; 
with the last paragraph in the part, too, I guess, eh? 

Mr Elston: We used to work away with Gord Wi 
and try and include him in a whole bunch of our progr 
including the tech fund. It did not help us a hell of a lot 
I am not sure what it is going to do for you. If he is n 
the first or the second or third paragraph, it will not ch 
his partisan point of view, I am sure, but if it makes 
feel better. 

Mr Christopherson: I think it is important that i 
said that we do feel there is a need for a shift in atti 
and in thinking— 

Mr Elston: Listen, so did we. 


Mr Christopherson: Well, I know, and the first 
years that you followed us, you did just fine. 
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Mr Elston: He was included as a full participar 
that whole tech fund thing. It is a partisan sort of a | 
shot. You do not see it in that fashion, but those of us. 
worked very hard to ensure that there was a height 
credibility given to the position of labour, and that 
cluded our Premier, because he went and actively so 
out people from labour organizations to come join and 
freely about their points of view. I happened to chai 
round table on the economy and the environment, an 
cluded there was Bob White who could not attend m 
but Carol Phillips was there and attended a lot. You 
thinking that there was not some sense among the re 
us here in this room that there should be some height 
role for labour. You do not see this as a shot, but th 
what it is. 


Mr Christopherson: I would disagree with th 
think that— 


Mr Elston: It is just a little twist. 


Mr Christopherson: I think it was indicative v 
you attempted to trivialize the fact that we at least wa 
that chapter to be balanced. 


Mr Elston: I did not. 


Mr Christopherson: You did. You said: “You're g 
to play little games. You’ re going to try and satisfy” — 


The Chair: All right. 
Mr Christopherson: Just a minute, Mr Chair. 
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Mr Elston: You see, that is another little partisan 
st. 

Mr Christopherson: No, it was not that. I originally 
1 that all I would like to do is move it over— 


Mr Elston: It is your contention that you are the only 
ty that ever took note of any labour role in any of this 
f, and it is not true. 


Mr Christopherson: We will check Hansard and we 
| talk again, Murray. 


The Chair: This is not a productive conversation. I 
ik this is going to be an ongoing debate over the next 
years. We have about 10 or 15 minutes left. I would 
to finish the report, and then we still have a couple of 
lutions that we have to do. 


Mr Elston: You do not have to be a New Democrat to 
ensitive to labour. That is all I wanted to say. 


Mr Phillips: Just to be helpful, why do we not just— 
ause I do think maybe you would feel better—move all 
e of the paragraphs up? 

Mr Christopherson: All we want is a balance, and 
only reason we raised anything—there was a retort to 
t should have just been, “Fine, that’s a good idea,” and 
as not. That is what ticked the whole thing going. 


The Chair: We are a little touchy here. 


Mr Christopherson: We did not ask for it to be 
nged to “Labour and Business.” We were comfortable 
1 “Business and Labour.” 


The Chair: Mr Christopherson, can we move along, 
se? 

Mr Christopherson: That is it. We are done. I am 
y. Forgive me. Just a clarification from research. | 
ler it was just a process of noting and keeping track. 
ere it said “NDP observations” and in some places it 
“Liberal,” that was for working purposes? 


Ms Anderson: That is right. What I did last night was 
in the recommendations that seem to have come for- 
d by both parties, because there were places where 
‘had not been decided. At that point it did not seem to 
ommittee recommendations. That will be taken out in 
ext reworking of it, as it has been decided— 


Mr Christopherson: I would just make a note of it, 
if all of us are the same crew who do this again a year 
1 now that is just a point we might want to revisit, 
it how that is done. 


Mr Elston: Some of you might be ministers by then. 


Mr Christopherson: And miss being here with you 
this, Murray? Never. 


Mrs Sullivan: I have to take this away and caucus it. 

yme of the areas where there are double recommenda- 

3 listed, I do not think they came back addressed to the 
mittee in discussion. I am looking at, by example, 
: 23. Let’s see what that one is. I have that one marked. 
looking for “Interval Housing.” 


Ms Anderson: Opposite page 22. Are you in revision 2? 


Mrs Sullivan: Yes. Our recommendation was very 
ific. You indicated that you would take that away, and 
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I assume that what you are saying today is that none of the 
recommendations that— 


Mr Christopherson: You received part I, correct? We 
circulated that and that was our response to your concerns 
raised. We have now verbally responded in our part III, 
and I have here to circulate our part II. I cannot recall from 


memory whether there are changes there or not, but this is 
to be circulated with the clerk. 


Mrs Sullivan: I know what you have here, but other 
than that I wondered if you had made any other changes. 


Mr Christopherson: Whatever is circulated in that 
last document is our response. 


Mrs Sullivan: Yes, by adding a year. It says to study, 
not to implement, basically. 


Mr Christopherson: I do believe, although I will 
check with my caucus colleagues, that that wraps up where 
we are. At the appropriate time I will be prepared to move 
a motion that the final recommendations as circulated on 
documents noted as part I, part II, and the verbal responses 
to part III as given this afternoon, constitute the “Observa- 
tions and Recommendations” part of the report. Perhaps 
the opposition would like to move the body of the report or 
I will include it in my motion, whatever they prefer. It is 
up to you. 

Mr Chair, one moment please. A correction, because it 
is the motion. The verbal changes were to part II, not part 
III, for clarity and consistency’s sake. 

To my colleagues across, through you, Mr Chair, 
would you prefer that I incorporate the body of the report 
as we have now agreed, or are you comfortable moving 
that separate from, of course, the observations and recom- 
mendations? I have moved the recommendations and ob- 
servations. I am asking about the body of the report, the 
part that we have collectively agreed on. 


Mr Phillips: Well, speaking as one, the challenge we 
face is the one I have articulated all along, that it is very 
difficult to separate the disagreements and the agreements 
and that it gets lost a bit in the shuffle. I think our chal- 
lenge is the one I have tried to be as forthcoming as I can 
on, that I for one have difficulty in supporting the report 
because of a variety of reasons. One is that many of the 
recommendations, I think, are a backoff on the commit- 
ments that were made, and we do not incorporate in this, I 
think, some of the recession-fighting moves that are going 
to be needed. While I may agree with an awful lot of what 
is in here in verbiage and things like that, I think it is, like 
any report, very difficult to say: “There’s the 80% I agree 
with and there’s”— 


Mr Christopherson: Just to make sure we are clear. 
Quite frankly, I did it in the reverse order. I am referring 
now just to the policy document, just to the part that the 
researchers drafted. It is a simple matter. 


Mr Elston: Why do you not just move that you add 
your observations included in parts I and III written form 
and part II as amended by oral presentations to become 
part of the revision 2—with corrections, if you want to do 
that. I will have to vote against that, but that then develops 
your unit so you can go ahead and have— 
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Mr Christopherson: That is fine. There did not seem 
to be any disagreement on the body of the revision in 
terms of what people had said and what was brought for- 
ward. At least, I did not hear it. I was looking to see if you 
wanted to reflect that in a motion, and we would then 
move our recommendations and observations and you 
would attach your dissension. 
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Mrs Sullivan: Move your recommendations be ap- 
pended or be integrated as part of the report. 

Mr Christopherson: But as to the body of the report 
itself, do you support the part that has been done by the 
researchers and that we have worked on collectively, to re- 
flect what has happened here, what people came in and said? 


Mrs Sullivan: It does not matter. Your recommenda- 
tions will not stand alone anyhow, so get them into the 
thing and then we will vote. 

Mr Christopherson: That is fine. I move the report, 
as revision 2, with a couple of changes made verbally this 
afternoon and our recommendations and observations, as 
amended. 

The Chair: Is there any discussion? Seeing none, all 
in favour? Those opposed? Should we record this? 

Mr Elston: No, you only do that if it is asked for and I 
do not see any reason. 


Mr Phillips:. I will remember. 
Motion agreed to. 


The Chair: We need direction with respect to the 
translation of this document into French and I am going to 
allow the clerk to explain. I do not think it is a big issue. It 
is a question of allowing the clerk to explain the different 
options available. First, we have to decide whether we 
want it translated it or not, and I am not sure that is really a 
question. The second is how fast and soon we want it 
done, because there are some cost ramifications to that, so 
I will let Mr Decker explain that. 


Clerk of the Committee: Basically what I am looking 
for now that we know what the report is going to look like 
is some direction, as the Chairman said, on whether or not 
to have it translated into French, and if we are going to 
translate it into French, whether to have it as a bilingual 
document, back to back, or whether to have a separate 
English and French version of the report; also, how 
quickly the committee is interested in having either or both 
of those versions available for public consumption. 

The Chair: Maybe you could discuss the cost ramifi- 
cations of the options. 

Clerk of the Committee: A rough guideline as to 
what it would cost to translate the report is about $100 a 
page. With the appendices and the dissenting opinions, we 
are looking at probably somewhere around 50 to 60 pages, 
so $5,000 to $6,000 would be the cost of having it trans- 
lated into French. 


Mr Christopherson: Is there a difference in cost be- 
tween a bilingual report versus two different reports? 

Clerk of the Committee: The cost difference would 
be that if you are going to print the same number of reports 
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in English as in French, it is less expensive to do it if 
do it in one document. If you are going to print few 
French than in English, it would be cheaper to pri 
many as you want in English and then a fewer numb 
French to meet the demand as it arises. 


Mr B. Ward: What have they done in the past? 


Clerk of the Committee: Last year the report 
translated into French and presented as a bilingual d 
ment. Previously I do not believe it was translated 
French. 


The Chair: You explained to me the other day tk 
we rush the translation, it is something like 63 cet 
word and if we allow the translation to take place ov 
period of time, it is 43 cents or 46 cents a word. 


Mr Sutherland: What is the normal procedure? I 
report presented on the first day the House is back? 


Clerk of the Committee: This committee has, a 
the committees have, by virtue of the motion that 
passed just before the House rose, the authority to rel 
its report at any time by way of the Chair filing a | 
with the Clerk of the House. That makes it a public d 
ment and the Chair is then obliged to bring the re 
forward to the House when the House begins sitting, t 
can be released during the interval between sessions i 
Chair releasing a copy through the Clerk of the House. 


Mr Sutherland: What would be the normal time 
cedure for translation? 


Clerk of the Committee: As the Chair said, dep 
ing on how quickly the committee requires it, anyw 
from one to five weeks would be the time line. The s 
with which you want it translated will affect the cost. 


The Chair: JI need some direction. (1) Do we tran 
it? (2) Do we include the translation in both copie: 
gether? (3) How fast do we have the translation d 
based on cost? 


Mrs Sullivan: I think there is another issue, and 
is, aS Soon as the document is tabled it is therefore co} 
ered to be a public document. Therefore it becomes a 
able to the Treasurer who is developing the budget. 
speed with which it gets into his hands may mean tha 
information is incorporated into his budget planning 
spoke yesterday, I think, for the first time about the p 
bility of an April budget. In the past he has spoken of 1 
and we are at February now. We are of talking set 
weeks of translation, plus printing. 


The Chair: In the past the committee has agreed 
passed a resolution saying that as soon as a copy is a 
able, it is made available to the Treasurer and that 
public documents, the public release can come at a di 
ent time, but as soon as this is ready to go it goes stre 
to the Treasurer. Is that the consensus in this case? O 
Now then, having said that, we still have the objec 
translation now and so on. Do we want the docut 
translated into French? 


Interjection: Yes. 

The Chair: Okay, that is passed. It will be trans! 
into French. Do we want the French version to appear 
the English version in all copies or do we want to hav 
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slish version and a French version published with fewer 
nbers? 

Mr Christopherson: What are the other committees 
ng? Is there any precedent that has been set? 

Mr Elston: I do not think you need to worry about it. 
» fact is it ought to be a bilingual document, in my view, 
_it was last year, and for us to change would be, I think, 
sry bad mistake. 

The Chair: Do I have a consensus that it will be a 
ngual document? Okay, it is a bilingual document. the 
21 question is, how many copies do we print? We need 
| copies for internal use alone. Last year they printed 
0 copies. 

Mr B. Ward: Was that enough? 

The Chair: There were about 130 left. 

Mr B. Ward: yes, the same number. 

The Chair: So 1,200 copies; all right. 

Mr Phillips: How many did we actually use last year? 
The Chair: You had 130 left. 

Mr Phillips: We could use the 130 this year and just 
nge NDP to Liberal. 

The Chair: Mr Phillips, please. 

Mr B. Ward: Is it the staff’s opinion that will be 
ugh? 

The Chair: Okay, now we need to have a date for the 
enting opinion to be filed. 

Mr Christopherson: Apparently last year, as I under- 
id it, there were a couple of days, and we have said this 
2, the figure, the date thrown out earlier was five days. 
m what I am hearing I think that will probably be 
ugh, but I am open to hearing differently. 

The Chair: Noon Tuesday? 

Mrs Sullivan: Five working days. 

The Chair: Noon Thursday? 

a Phillips: Yes, I think that is fine. We just decided 
wW minutes ago to have the damned thing. 

The Chair: Okay, noon Thursday. 

Mr Christopherson: Somebody throw a Bible under 
nand when he says that. 

The Chair: Noon Thursday. Release date to the Trea- 
1? As soon as the document is ready? 

a Christopherson: Yes, as soon as possible. 

The Chair: General release: As soon as the document 
epared and ready to go in its bilingual version it 
ild be released. It should be given to the clerk and then 
ased to the public? 

Mr Christopherson: How is it released, Mr Chair? Is 
dled in the House? 

The Chair: | call all the press and all the media and 
ybody comes in here and we make a big celebration. 
Mr Christopherson: The Chairman does a news con- 
nce. 

Mr Phillips: It should be after the stock markets close. 
The Chair: We are aiming for the first day the House 
es back. 
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Mr B. Ward: Is that normal? 


The Chair: Mr Decker just indicated that if all goes 
well he can have it ready in its bilingual version, and every- 
thing ready to go, for the public and everything, on 18 March. 

Mr Elston: Beware the ides of March. 


The Chair: Shall the report be adopted in the report 
of the committee, subject to the final authority of the Chair 
to verify that the final draft reflects the changes directed to 
be made? 

Mr B. Ward: Those are all his. 

The Chair: No, they are not; they are his. 

Mr B. Ward: Is that normal? 


The Chair: That is normal. That means I have to read 
it before it goes off, okay? 


Mr B. Ward: Before you sign your name. 
The Chair: Is there any other business? 


Mr Christopherson: What about the question of the 
odd word here and there? 


Mrs Sullivan: You just passed a motion. 


The Chair: You just gave me authority to make sure 
that the grammar and the spelling are correct, but not to 
change the intent. 

Mr Elston: If you lost the argument in your caucuses, 
you guys better be careful. 

Mr Sutherland: Wait a minute. Did we not have a 
problem with the words the other day 

Mr Christopherson: That is right. What have we 
done? 

Mr B. Ward: I thought we learned our lesson. 

The Chair: Who said the Chair does not have any 
power? 

Mr B. Ward: We are wrapping up, I think. 

For myself, this is my first experience in a standing 
committee. I would like to thank everyone. I enjoyed it. It 
was a very good learning experience. I enjoyed the give 
and take and the co-operation that was shown from most 
people during our discussions and debate. I would just like 
to thank everyone on the committee. 

Mr Christopherson: I would like to echo that, and 
also particular thanks to the staff, the researchers, the clerk 
and the Hansard people—very impressive support of the 
work here. I want to thank our colleagues for their assis- 
tance where they felt comfortable doing so in light of our 
newness and I look forward to the next time around. 
Thanks to you, Mr Chair, for doing the best you could with 
a rather unwieldy group from time to time, and with the 
time constraints we had. 


The Chair: I would like to add my thanks to all of 
you. You made my job here a little bit easier and a wonder- 
ful learning experience. 

There was one further question. Does the committee 
want to meet when the House sits and do we want to have 
something ready to go for the first Thursday, about 21 
March? Do we want to have some hearings set up so that 
the committee can continue its work? 


Mrs Sullivan: On pre-budget? 
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The Chair: No, the pre-budget is done; to move into 
another phase of the committee’s work. 

Mr Phillips: I would have thought that the subcom- 
mittee might want to meet and talk about it. It seems to me 
we already had agreed to the cross-border stuff. 


The Chair: There is transborder shopping and— 


Mr Christopherson: I think what I heard, and I stand 
to be corrected, was that the subcommittee had looked at a 
number of things, but those recommendations are yet to 
come to us. I do not think anything has been finalized. I do 
not recall voting on anything. 


The Chair: The subcommittee had agreed that we, as 
a group, would recommend to this committee to bring 
cross-border shopping to you for the committee’s— 


Mr B. Ward: Is it the call of the Chair then? 


The Chair: No, I think I need direction from you to 
say that, “Yes, we should go ahead with that.” 


Mr Christopherson: How does that work in terms of 
how much time you spend on it? How are those decisions 
made? I have no idea. I am asking. 


The Chair: This committee is scheduled to sit from 
10 o’clock in the morning on Thursday until noon and 
from 3:30 until 6 on Thursday. Therefore, we can schedule 
meetings to discuss these issues. We can ask people to 
come and give us deputations during that time and do 
some recommendations. 

Mr Christopherson: But when do we decide how 
long we stay with cross-border shopping and what we are 
going to attempt to do, or do we do that at the first meeting? 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


The Chair: I get a sense that maybe the first me 
should be an organizational meeting. 

Mr Christopherson: So there is no set. 

The Chair: On the first Thursday do we want to 
the organizational meeting at 10 in the morning or i 
afternoon, Or both times? 

Mr Sutherland: Let’s go in the morning and i 
need it we can go in the afternoon. 

The Chair: Okay, so we will have the first meetiz 
the sitting in the House as an organizational meeti 
meet at 10 o’clock in the morning. Mr Phillips, you 
one final comment. 

Mr Phillips: Have we decided on this cross-b 
subject or we will make that decision when we meet? 

The Chair: We will make that decision whe 
meet. 

Mr Phillips: I am not sure of the other subjects 
had been proposed. 

I just comment while I still have the floor that I 
we have found this a useful process as well, particulai 
the last couple of days. I think the third party made qu 
contribution as well. 

Mr Elston: Probably more productive. 

Interjections. 

Mr Phillips: I disagree with very little they saidi 
last couple of days. 

The Chair: We are now adjourned. Thank you 
much for your efforts. 


The committee adjourned at 1715. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Thursday 21 March 1991 


The committee met at 1024 in committee room 1. 


PRE-BUDGET CONSULTATION PROCESS 
REVIEW 

The Chair: All right. I now see a quorum and I would 
ce to begin this meeting. I think we should perhaps move 
to the general discussion that we were having about the 
e-budget process, ideas about it, how we felt it worked 
id whether or not there were any recommendations of 
yw this process could be changed, improved or should we 
ave it alone. And I throw that open to the members present. 


Mr B. Ward: There is one way we perhaps should 
plore in improving the consultative approach. I know 
ere are a number of major organizations that are very 
presentative of a sector in our province, and although the 
esidents or the chairmen of these organizations may 
ange, the organizations are still there. Perhaps we should 
velop or recommend a list of organizations that are, on a 
mtinual basis, invited to prepare briefs. 

I know there was some discussion when we first 
rmed as a committee as to what process did we want to use. 
le agreed we should be first of all inviting the Ontario 
‘deration of Agriculture, the Ontario Federation of Labour, 
e Ontario Chamber of Commerce and that type of orga- 
zation. I think we could establish a list so the clerk 
lows On a yearly basis and the organizations get used to 
‘ing invited on a continual basis. I think that may be one 
‘enue we could discuss. I do not know if I am off base 
re or not, but I think that is one area where we could 
iprove the consultative approach. 


Mr Sutherland: I would agree with Brad on that, and 
hink I would want to add a list. We made special note of 
e areas we did not hear from at this committee that we 
ought were still important areas; I think of transportation, 
‘vironment and mining. I would suggest that maybe, 
oking at the list we saw from last year’s report, a lot of 
ose groups did not show up at that year either. I think 
at maybe there should be some focus in terms of identi- 
ing some of those organizations that are representative of 
Ose areas we have not heard from for a few years and 
aybe some selective recruiting of those organizations to 
ipear before the committee, just to ensure that it gets a 
oader representation, and if the composition of some of 
e groups coming before this committee is changing from 
ar to year, I think that is a good thing too. But particularly 
hen you talk about issues of public transportation and 
vironment, which have certainly grown in importance in 
e last couple of years, we should be hearing from them at 
is committee as well. 

Mr Christopherson: The first thing I would like to say 
that in my conversations with the Treasurer, he is still 
aphasizing the importance he places on this committee 
d on the pre-budget consultations and the fact that he 





sincerely would like to see us move to reform the process 
so that it could have more meaning and allow all members 
of the Legislature an opportunity for real input into the 
development of the budget. 

I sincerely do not sense that there is any rhetoric there 
or that it is a throw-away line to appease someone. I think 
he truly would like to change the system. Recognizing 
there are still some things that are going to remain the 
personal domain of the Treasurer and certainly of cabinet, 
there is obviously a role for all members to play; and I 
think as we move into the 1990s and the next century, it is 
time that we started to recognize that. 

Having said that, I preface my suggestions by saying 
we have not caucused on them and we do not have a hard 
and firm decision; this is a give and take, for us anyway. I 
would just say that my thoughts now are based on my 
limited experience here and perhaps in a perfect world 
might work but the realities of this place may not allow 
them. My concern with the whole process was that in 
many ways, I saw us doing line ministry business. For 
instance, we would have people from the health profes- 
sion, health care, come in who would be making the case 
to us that their particular health concerns or areas of exper- 
tise or financial need should be placed in a position of high 
priority. Then under transportation, we had different sub- 
missions made by individuals who again felt that their 
particular issue needed to be high. I just had a bit of a 
problem with that because that has to be sort of all or 
nothing to be effective. We either sit down and listen to 
virtually every single interest group that is out there, so 
that we can adequately weigh them all equally, which I 
would suggest is probably impossible, or we try to limit 
ourselves to dealing with the macroeconomics of the prov- 
ince. That is what I would throw out for discussion, that it 
would be nice if we had many of the same groups—the 
agricultural group, the labour groups, business, banks, in- 
vestments, financial institutions and so on—all the players 
come in but give us their perspective on the macro and 
where they think we ought to be targeting in terms of the 
monetary and fiscal policies of this government. 


1030 

In conjunction with that—again I do not know how 
practical this is—I thought it was helpful when the minis- 
ters came in. The ministers who did come in here at least 
were able to share with us the difficult choices that they 
saw and what were their global dollar needs. 

Again, I find it hard to believe that any Treasurer is 
sitting down and looking at budget line item in a particular 
ministry in real detail. I just do not think that is practical or 
possible. That is what the minister is there for. What the 
Treasurer is looking at is, “Out of the global budget, how 
much can we or should we allocate for health or transpor- 
tation?” I have understood from my colleague—the minister 
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of that particular area—these are the priorities that they 
have and these are the needs they have and I would agree 
that this is the way we ought to prioritize our dollars. 

There are 26 or 27 line ministries. We listen to an 
awful lot of submissions anyway; if we were to have all of 
those ministers come in, at the end of that we would have a 
pretty fair sense of the major fiscal pressures that each of 
the ministers was facing. My colleague across the way has 
been in cabinet and would know better than I, but that is 
probably not unlike what happens in cabinet, at P and P 
and during the budget process. 

In order for that to be effective in practical politics— 
and this is where it may not work—you would have to 
have in place a process where virtually every line ministry 
went through a public consultation opportunity so that 
those people who do want to come in and make a specific 
proposal for their area of concern or expertise still have an 
opportunity to do so. What is not going to happen in this 
place is that we change this process by simply cutting 
people out from coming to the end of the table. Even if it is 
not having the impact that many would like to think it 
does, I still do not see how, in real political terms, we are 
ever going to be able to say to someone: “You are not 
coming in any more. You will no longer be able to come in 
and make your annual pitch, even though you realize you are 
not changing the world every time you come in and do that.” 

To summarize, Mr Chair, and I appreciate your indul- 
gence, from where I sit, I think it would be best for us if 
we were dealing with the macro monetary and fiscal issues 
and we were receiving briefings from the ministers so that 
we understood the fiscal constraints they were under. From 
that perspective, we could then offer up to the Treasurer 
those key areas in the macro sense that we think he ought 
to be looking at, knowing that the only way that will work 
is if each of the ministries—either through committees or 
some other process—is allowing those same groups that 
are coming in to see us an opportunity to come in. Quite 
frankly, that ought to be happening. The Ministry of 
Health should be allowing those interest groups to come 
in, through some process, and make a case for their share 
of that slice of the pie. 

Mr Phillips: I probably have a bit of a fundamental 
difference of opinion on that. I think the process that we 
went through actually is not all bad; it is not perfect, but 
democracy is not very perfect. I really think it would be a 
mistake for the public to think that their only input is 
through the ministries and for us to change our focus to be 
dealing with the ministries. I think it serves quite a worth- 
while function that people feel they have some access to 
this place. That surely is the message all of us get, that this 
place, even symbolically, is surrounded by a moat. Inter- 
estingly enough, there is only one cross-bridge if you look 
at it over there; there is one traffic light where you can get 
across this thing, and as the traffic builds up, symbolically 
this place runs the risk of being even more remote from 
people. 

One thing that is effective about city councils and 
school boards is that they are very close to the people, and 
anybody who has got a complaint, whether it be about the 
dandelions on their neighbour’s lawn or their taxes, has 


access. Here, I do not want to do anything that moves in 
other direction. Every ministry has a lineup of advoc 
groups that the minister sees—just look at their schedule 
but many groups feel they do not really have access; t 
may get their half hour, but when they leave the bure 
crats tell the minister why it cannot be done. Therefor 
think we have to keep this process open. 

As for the changes I would consider making—I think 
will be a lot better at it next year anyway; I mean, we 
know the process, we will know the budget and all that. 
of stuff—they would be perhaps to have a more deta 
briefing from the Treasurer with an outlook for the r 
five years, maybe even sending that to the groups that 
going to present here in advance so they at least have sc 
understanding of the financial realities that the Treas 
sees facing him. 

I would not advocate fundamental change at this ste 
I think the three weeks probably were about adequat 
think people at least who want to have their say knew t 
could have their say. You will find it will ebb and fl 
next year there will be a different group of people h 
Everybody knows this takes place anyway, and if they - 
strongly they will show up. But the fundamental poin 
that we have got to be careful not to do anything 
makes this place more remote from people. 


Mrs Sullivan: I apologize for having come in late, 
I think I caught the gist of some of Mr Christophersc¢ 
remarks. I think one of the things he was conveying 
behalf of the Treasurer in his views to us was that 
Treasurer would like to see a committee that operates | 
way that is more comparable to that of the British Hon 
where each member serves as an individual rather than ; 
representative of a party. We have seen some move to 1 
kind of committee operation in Ottawa with the fina 
committee there chaired by Don Blenkarn. That has 
been the tradition here. In fact, this committee has 
existed for an awfully long time. 

The question that I suppose we will all have to asl 
where we see the positioning of this committee. Do we 
ourselves as being an advocate of a position that may 
may not be accepted by government, having reache 
conclusion as a committee? I think of Don Blenkarn | 
his committee and some of the stands they took in Otte 
relating to the GST, to insurance and to the banking indus 
They did have a strong and important communications ef 
and probably had an influence on some of the decisi 
that were made by that government. 

I am not certain at this point if our own caucuses h. 
looked at those questions to see the kind of commil 
structure and the independence of the committee tha 
comparable to that in Ottawa. Certainly that was the h 
of the previous Treasurer when he asked the House and 
House leaders to put forward and introduce this commit 
His hope was that, in fact, the committee would take 
issues that were of importance in the economy, but it v 
very Clear that this was not a ministerial vetting commit 
The decisions would have been made by the commit 
having dealt with people and organizations who ref 
sented a point of view, who had problems and wanted 
bring them forward to some place that was open and st 


| 21 MARCH 1991 





F-523 



















be willing to listen. The committee also, certainly at the 
deral level, and it was the intention that this committee 
0, would be able to engage outside consultants, were that 
be necessary. 


At some point we may want to have that kind of dis- 
ission. I am not sure that of the issues we are likely to 
-al with over the next period of time, the issue is a perva- 
ve one: Are we going to be an independent committee, or 
w are We going to operate? 

I think it would be dead wrong to move away from 
volving people from the community in appearances be- 
re the committee. One of the things that all the standing 
mmittees of the House have been able to do over a 
stiod of time is to bring people in from outside this place 
id from outside areas that each of us represent. We all 
d to be more familiar with those issues and concerns in 
own constituencies. The broader-based view that can 
brought to the committee through an umbrella group or 
rough individuals who are facing issues in their daily life 
a matter of extreme importance, and I would not want to 
) into the ministry consultative process in terms of any 
pdget determination program. 

I was kind of taken aback by some of Mr Christopherson’s 

marks. I think it might be useful, just as an exercise, 
sthaps after the budget is finished or in an informal ses- 
on, to have perhaps the Secretary of the Management 
ard and the Deputy Treasurer come and explain, to the 
w members particularly, what is in the budget process 
ternally. The pressures are identified by the cabinet and 
e put forward through the estimates process and through 
er processes. I think it might have been useful even to 
ive that kind of understanding before we went through 
is process, but I thought the sessions this year worked 
‘etty well. 
_ I was impressed with the breadth and the differing so- 
istications and the different financings behind the groups 
d organizations and individuals who came before us. There 
as a good cross-section, it seems to me, of interests. 
ere were a couple of areas that we probably could have 
ded a little bit more to by extending invitations, and 
aybe that is an area where we should put some attention 
1. I thought the three weeks was a reasonable period of 
ne, and we could have extended that into night sittings if 
2 had had more demand. But it was a pretty good cross- 
ction. I thought it worked quite well this year: lots of 
portunity for discussion with the groups and to ask 
iestions, too. I would just leave it like that. I think this is 
© wrong place for the cabinet ministers to be in, basi- 
lly, making their public fight before individual members 
Ta particular or different share of the budget. 


Mr B. Ward: I agree with Mr Christopherson in the 
nse that, from a macro standpoint, and as Mr Sutherland 
entioned, there were some sectors that were not repre- 
nted at this committee. I think Mrs Sullivan and Mr 
uillips agree that we should not be constraining groups; 
2 should be encouraging all sectors that are represented 
y umbrella groups to present their views on a provincial 
andpoint. 

























I personally felt the time allocated was a little bit con- 
straining, and we could look at expanding that to possibly 
four weeks. I just felt personally it was a little bit con- 
Straining in our attempts to get the report completed. That 
is where it seemed to be really constraining: to get the 
report completed on time. 


The Chair: So you want more time for the actual dis- 
cussion of the resolutions and the writing of the report? 


Mr B. Ward: Yes. I think there was a little bit of 
constraint there as far as completion of the report went. 

The other concern I have, and I do not think it has been 
discussed yet, is that since we held the meetings here, the 
groups that were present were primarily from the greater 
Toronto area. Perhaps we should be looking at some avenues 
to allow the groups that cannot be here; perhaps we should 
be going to them to allow a representation, particularly in 
the north. I know there are some umbrella organizations 
from the north that for whatever reason felt they could not 
be present, but we should be looking at perhaps having 
some meetings outside of Toronto in the future. 


Mr Sutherland: Has this committee ever gone on tour 
of the province for the pre-budget consultation process? 


The Chair: No. I am approaching this—from where I 
sit here—as a sort of post-pre-budget consultation review 
so we can look at how to make the process better and 
recommend any changes to the whips. 


Mr Stockwell: I do not think we should get bent out of 
shape too much with the thoughts of our own self-impor- 
tance. We are pretty insignificant in the whole scheme of 
things. I accept that, being from probably the most insig- 
nificant party at Queen’s Park because we are in third 
place. Maybe it is easier for me to say it rather than others 
because we lost. In my opinion, the fact is that our input is 
negligible, and I think we should remember that. Touring 
would give the impression that we feel our input into the 
budget process is a lot more significant than it truly is. I do 
not necessarily think the system that was in place was all 
that bad, frankly. I think it was pretty good. 

I am in agreement too with respect to access and people 
coming forward. It seems politics at Queen’s Park, which 
is different from politics in City Hall, is way more geared to 
special interest groups. It seems your life is spent hearing 
from special interest groups. I suppose that is the way 
politics is everywhere at the provincial and federal levels; 
they get their 10 or 15 minutes, make their pitch and go on 
their way. I do not think they take this pitch very signifi- 
cantly either because—let’s be frank—you are not talking 
to the minister. You are talking to a parliamentary assistant, 
maybe, who sits on the committee, and a group of members 
from the government side, who I am sure talk to the minister 
but not on a regular basis about the issues and policies of 
the day, and from the other parties in the House, who 
probably never talk to the minister on policy issues, etc. 

We should dismiss this touring idea right away. It will 
be a colossal waste of money, in my opinion, and it will 
just raise people’s hopes in other sections of the province, 
who will think, “Gee, a committee is coming up there; let’s 
make a pitch and we’ll get our way,” or something along 
those lines. Why not let the Treasurer tour? It would be far 
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more appropriate if the Treasurer toured Ontario and got 
input from people around the province. I think it would be 
extremely helpful if he did that. 

The only thing I would ask is that there be some 
method to see if there are more private citizens out there 
who want to make a pitch. It is difficult, I know, and I 
suppose we could be here for the rest of our lives hearing 
from them, but I would like to hear from a few more than 
we did. I agree special interest groups are good to hear 
from as well, but they always have an axe to grind. There 
is a reason for their being here and you pretty much know 
what they are going to say before they even make their 
pitch. It is like the parties: You pretty much knew what 
your report was going to say before it came out, and our 
report, and so on and so on. 

With respect to ministers, I do not see that as a very 
worthwhile exercise for them to be appearing before us. 
We are committed to hearing from the public, and any way 
we can make it easier for the public to come before us and 
give their pitch I think is appropriate. As Mr Phillips said a 
few minutes ago, next year we will probably be better at it 
and will offer different viewpoints; potentially we will 
have a better committee next year, a little smoother running, 
and maybe reach out and get some different groups in 
here. It seems to me from what I have read on previous 
groups that it tends to be the same ones year after year. 
Maybe that is the way it is always going to be, but it would 
be nice if we could get some fresh ideas, maybe a few 
radical ideas. What the heck; you are in government only 
once, maybe twice. 


1050 


Mr Christopherson: That is what you guys thought; 
you thought it was just for ever. 

I want to deal with Mr Stockwell’s comments first. I 
apologize for having to had slip out for a moment; I cut the 
conversation short to take the call because I did want to 
hear what he had to say. When I came back, I started out 
agreeing with him 100% and slowly he started losing me 
as the rest of his argument unfolded. 


Mr Stockwell: You will find that happens a lot. 


Mr Christopherson: Yes, that is what your former 
colleagues tell me; it was their experience with you. 

I knew that by even broaching the issues I did that I 
would be open to, let’s just say being run at and leave it at 
that—interpretations that others would like to place on it. 
Mr Stockwell in his opening comments succinctly estab- 
lished that just because people are coming in and we are 
allowing them to have a say and raising their hopes that 
things are going to happen, there is a real concern about 
whether, because we are allowing that to happen, there is 
any real input and real effective change. 

I would not find too much disagreement with what Mr 
Stockwell said, that basically you could have each of us 
write down, in a sealed envelope ahead of time, where we 
thought generally each of the reports was going to go, and 
you probably would not have been too far off the mark. 
Granted, on specifics—because we learned about the is- 
sues—some priorities were changed as a result of what 
came in, what people told us. But by and large I think that 


if you looked at the previous reports you could pretty 
guess where the thrust of the three parties was going t 
in this report. That is what concerns me. 

Mr Phillips mentioned that people should feel like 
have access. That is my concern, that there is an imp 
sion that people are having a real access to the decis 
making by virtue of coming in to the end of the tab 
will try to be non-partisan in this approach, but I really 
that if there is going to be change in public input, it is 
that you are just saying to people, “Yes, come in and I 
your say,” because you can easily build a system w 
everybody has their say but that say does not have a k 
impact on the ultimate decision. That is what concerns 
that I would like to see a greater impact. 

I am concerned, as a member of this Legislature, al 
the influence this report will have. It will have as grea 
impact on this Treasurer as it has had on the prior T 
surer—I would hope more, but you would expect m 
say that—but I do not know that this report, because ot 
system we have, is having the kind of effect that we w 
I think we would really like to see people have acces 
the process, and that is why I emphasize that nob 
should be denied his say, but maybe the say shoulc 
better placed. Or maybe we ought to change what hapy 
to that say in terms of how we deal with it. 

My concern is that we may be making people feel g 
or feel like they have access, to quote Mr Phillips, but 
are not effectively empowering anybody, which is re 
one of the key aspects of government in the 1990s 
empower groups, to empower people. I am not impug1 
the motives of the arguments that Mr Phillips gave t 
across the way, nor those of Mrs Sullivan; I am just s 
gesting that maybe we need the kind of radical changes 
Stockwell has talked about. 

I am not married to the idea of ministers comin; 
here or any particular aspect of what I suggested, but I 
trying to generate the idea—at the risk of leaving my 
open to the kind of runs I had and that you could make 
those concerns—that we maybe need to be looking 
making this whole thing more effective and not just tin! 
ing with a process that we have been handed down fro 
previous Legislature. I will not point any fingers becau 
do not think that is appropriate, and that is not what I th 
was said. 

I liked what Mrs Sullivan said about the idea of look 
at what they are doing federally, where that seems to 
having some impact. I am not as familiar with the Bri 
system for their committees as Mrs Sullivan seems to 
but I like that kind of thinking. I like the idea of say: 
“Okay, let’s set aside what we do here, just for the sak 
argument, and have a clean slate in front of us and s 
“What kind of things could we do?’” rather than sayi 
“This is the best system and all we need to do is tin 
with it to make it work.” That is what worries me. I re: 
would feel bad if at the end of four or five years we w 
still turning out reports and had a process that still did 
have any greater impact on the Treasurer and on the cab 
than it now has. I would not feel good about that. 


Mr Sutherland: I want to come back to the issue 
whether this committee tours. Mr Stockwell made ab 
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e point that he would like to have more individual input, 
ut he does not think touring is a very valuable process. As 
ymeone who had the opportunity to sit on the select com- 
‘ittee on Ontario in Confederation—and Mr Stockwell sat 
| on that committee for a couple of days as well—I know 
at front the day I sat in, that is when you get the individ- 
al representations. I think if you look overall at the select 
ymmittees or at those committees that do go out and tour 
‘ound the province, you find more input from individual 
tizens there than in the committees that just hold hear- 
gs here. I think that, if you really want input from the 
yerage citizens or individual citizens out there, touring is 
ne of the better options of doing that. 

We heard from a couple of school boards from this 
ea, ones that had appeared before this committee before, 
id they certainly had valuable input, but not all their 
mcems are similar to those of other individual school 
sards and community health groups in those areas. It is 
bviously far more expensive; there is no doubt about it. I 
9 not think we should cast aside the idea of touring, par- 
cularly since we now know that this committee has not 
ured at all for that pre-budget process. 


Mr Hansen: A lot of my questions have been an- 
wered already, but one thing is that the ad we had put in 
\¢ newspaper stated that we would travel if it was neces- 
iry, it just happened that most of the groups’ headquarters 
e based here in Toronto; so that is why I figured we did 
ot get any requests to travel outside of Toronto to hold 
2arings. 

The other thing is that in one of our subcommittees 
ere we discussed which groups we would be asking to 
yme; so we decided on the groups we would be request- 
ig to make a presentation to the committee. I had a strong 
‘cling about a group known as Shop Ontario, which in 
ly particular area has got quite a concern. Not knowing 
ie process of Shop Ontario, and knowing the chamber of 
ymmerce was making a presentation, I approached Tony 
ommisso and said it would be a great opportunity for 
leir group to approach the standing committee on finance 
id economic affairs. 

Sometimes we have to do a little bit of teaching—it 
iay be in our particular ridings or whatever the case may 
2—to inform people that this committee is here and to 
‘ake presentations so we wind up getting them in here. 
his is something that is coming up in the future that we 
ill be discussing on cross-border shopping; so it actually 
ives us an insight into our upcoming discussions in this 
articular area. 

As Mr Christopherson asked some of the questions and 
iade some of the statements, that is what I have to say on 
ie matter. 


00 


Mr Phillips: My blood is boiling a bit over Mr 
hristopherson’s comments. When I ask people to come 
ste, I listen to them and I care about what they say. It is 
at that I feel and then ignore them. I will tell you, there is 
tellectual arrogance beginning to creep in and you guys 
ad better watch it. I am as sincere as I can be on this, 
2cause if you think the people of this province do not 





want to come here and be heard, you are dead wrong. I 
will continue to fight and make certain that anyone who 
wants to let his views be known has that opportunity. 

I guess I wanted to make absolutely sure that when I 
say people feel, they feel and in reality have it. I listened to 
every one of those presentations. They all sink in, they all 
have an impact on the background, and I do not think we 
can be selective. I still recall one of the members across 
there saying, “I don’t know why that group or that individ- 
ual had a chance to speak, because they are represented by 
another group.” I am prepared to listen to individuals who 
may disagree with the organizations they may belong to. I 
do not think we can be selective in who we want to hear 
from in this province. 


Mr Christopherson: We seem to be going down ex- 
actly the road that I expected. It does not surprise me that 
you might feel a little defensive, if indeed it was the last 
government that implemented this process. I am not sug- 
gesting that any of us did not listen. What I am suggesting 
is that the ultimate product may not have the kind of im- 
pact on the decision-making that people like to think it has 
or that we hope it has. I have said very clearly that I think 
this report will have the same impact and effect on the 
current Treasurer as it had on the previous Treasurer. I am 
not faulting either one of them. I am suggesting that there 
must be a better way of having what we hear reach the 
actual decision-making point, other than just this report. 

I am now running the risk of running afoul of my own 
government but, as a member who has come from a grass- 
roots level of government, as you have, to Mr Phillips, I 
have a concern that this is not having the kind of effect that 
it should have. I say that as a member from Hamilton 
Centre. I think there ought to be greater impact on the 
decision-making based on what people are telling us at the 
end of the table. 

What I did not say in my previous remarks was that, 
based on the process we just went through, you could 
probably rename this committee the funding advocacy 
committee more than the finance and economic affairs 
committee because we spent as much time dealing with 
individual advocacy groups as we did on the macro question. 
I am not saying that is wrong from a Legislator’s point of 
view. What I am questioning is where those discussions 
are taking place. Might it not be more effective, I am sug- 
gesting, for us to have a better process for people who 
want to talk about specific advocacies rather than having 
their concerns lumped in—because I cannot think of a 
better phrase—with those of the people who are coming 
forward and talking to us about the macro question, which 
is what we did. My concer is that we are dealing with 
apples and oranges. 

In terms of personal commitment, I would love to be 
on all the committees that heard from everybody, as I am 
sure Mr Phillips would, because he cares and I have seen 
that and I believe it sincerely. I do not think either one of 
us wants to impugn the other’s motives in this discussion, 
but what I am suggesting is that I think there could be a 
better process. Maybe a committee like this would do better 
by getting into a lot of the projections about the unemploy- 
ment figures that are expected—I am not phrasing it 
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right—a lot of the projections we heard from people who 
spent a good 45 minutes with charts doing very in-depth, 
comprehensive reviews about where this province is going 
vis-a-vis other provinces, the Americans, the global market. 

What are the key areas we ought to be focusing on? 
Through the whole thing there is a great emphasis on the 
manufacturing sector. I just see so much business coming 
through here, so many key things that are important, from 
the dandelion funding programs right through to Michael 
McCracken talking to us about his view of where we are 
going in an economic forecast for the next year, that I 
think we could probably better serve those people who are 
coming forward, and allow more people to come forward, 
if we changed the process. I was throwing it out, off the 
top of my head, not having given it a great deal of thought 
or research, saying, “Here’s a suggestion for the sake of 
discussion about how we might do it.” 

I am prepared to listen to the ideas that Mrs Sullivan 
put forward. If Mr Stockwell has any of his radical ideas in 
his vest pocket, I am prepared to listen to those too. But 
what I do not want to do, and this is my position, is to see 
us just tinker with this, because I do not think it is good 
enough. I do not think we are giving the people what they 
think we are giving them through this process, and that is 
the bottom line of my concern. 


Mr Phillips: I do not think you read either our minority 
report or the Conservative minority report, in that they 
both dealt with macro issues. It was the majority report 
that itemized 60 recommendations. The process has the 
full scope to allow us to make macro recommendations. 
You chose to go with—I do not know—52 recommenda- 
tions, but an important part of the backdrop of all of that is, 
what are people thinking out there? I am rejecting strongly 
limiting people’s access to this committee to give us the 
necessary background to form our opinions. I will fight for 
a long while to avoid the élitism of saying: “We know best, 
and we will deal with the numbers here.” 


Mr Sutherland: No one is trying to limit the public’s 
access. The suggestion put forward by Mr Christopherson 
is, you still have public input; it is a question of where is 
the most effective place of putting it. Is it the committee 
having everyone come in, as they have here? The alterna- 
tive would certainly require a change in the way ministries 
deal with it, because they would have to go through a far 
more formalized process than they have now. I do not 
think any of the ministries has a system in place to do the 
type of things that Mr Christopherson has suggested, that 
those groups go specifically there and then the individual 
ministries come here. That may be a better way; it may not 
be. There are also other options. No one here is trying to 
deny the public’s access to making input and giving sug- 
gestions and recommendations. It is a question of whether 
this committee is the best process. There is a question 
whether some of Mr Christopherson’s suggestions are the 
best process, or maybe there is another method out there 
that is even better than that. I think we all want to try to 
improve the process, and J do not think we should get 
caught up in the discussion of whether one way is trying to 
hinder the public’s access. We know we all want public 


input. I think that is a given for any elected official, o 
should be a given, anyway. I think we should try to refo 
the discussion away from limiting public access to whet 
the current method is more effective or | 
Christopherson’s suggestions would be more effective 
other alternatives would be more effective. 


The Chair: There have been a number of comme 
made, one by Mr Ward about the time of the process: h 
much time was available for hearing submissions and tl 
being able to think about those submissions and make recc 
mendations. If I read him correctly, there is some quest 
about the amount of time available for actually digest 
the material and then making recommendations. Does 
committee have a recommendation about the specific co 
ment that Mr Ward has made? Is there a recommendat 
or some kind of change we can make in the process t 
would address that specific question, or are we happy w 
exactly what we had? 


1110 


Mr Sutherland: My only suggestion would be tha 
you had your two weeks or three weeks of hearings, then 
committee could have a week off, which would allow ti 
for the research staff to write the background for the reps 
and based on the comment, that would also give us time 
digest it, then come back and write the report that way. 


The Chair: Okay, that is one recommendation: a we 
between hearings and writing. 


Mr Phillips: I think it may be more worthwhile 
have this discussion in two or three months. We have j 
been through the one process, but I think time will unf 
a little bit, and I would rather make a decision on how : 
want to do the pre-budget consultations a little bit la 
than right now. I just think the economy is going 
change, and all sorts of things; so we may have quite 
different view of how we want to run this thing. I am1 
Sure today you are going to be able to nail down thi 
versus four weeks, this or that. You may want to let a lit 
bit of time go by, to see how things unfold, and then \ 
need to do it six months before the budget or give o1 
selves enough time. But as I say, I for one am not sure tl 
today we are going to be able to put in place a process tl 
would be useful here. 


The Chair: I guess my concern as Chairman is to’ 
to put something on paper in case there are changes in 1 
makeup of the committee so we could then have sot 
continuity if there are changes. I do not know that there ¢ 
going to be, but I am thinking down the road; a year is 
awfully long time in this game. 


Mrs Sullivan: As we discuss the kind of process th 
the committee wants to go through for the next pre-budg 
sitting, we have to recall that any recommendations tl 
will be made would be going ultimately to the Board 
Internal Economy in terms of determining the agenda a 
the funding for the committee. Those are the peramete 
around which we will be making any kinds of recomme 
dations. These are not decisions that are going to be mad 

The other point I wanted to make is that only to 
certain extent does this committee set its own agenda, 
that there will be items referred to the committee, perhar 
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pending on what legislation comes forward directly 
ym the Legislature. Depending on what legislation, if 
y, comes forward of a nature that this committee can 
al with, the items that the committee would be looking 
studying and perhaps involving other people from the 
blic would be set out for us. They could be set out while 
> House is in session, because this is a committee that 
es meet while the House is in session, or they could be 
t out for the intersession period, including the summer. 

Some things, such as the lengthening of the time for 
e-budget hearings, may be out of the hands of this com- 
ittee. The scheduling of time and dates may be out of the 
nds of this committee. Once again, I think the majority 
tty has to take into account, as our party did when it was 

government, the enormous pressures on the smaller 
embership of the opposition parties and the conflicts in 
mmittee scheduling that may occur from time to time. 
1is Committee cannot operate in isolation, and those 
nds of things have to be taken into account. 

I was going to make another point, not related to pro- 
ss. I think I suggested before that it might be useful at 
me point, perhaps even in an informal session, to have 
2 Secretary of Management Board and the Deputy Trea- 
rer in to discuss the process. I really feel there is a lack 

understanding and appreciation of the kinds of pro- 
sses that do take place in budget preparation, and I think 
at would be useful for everyone. I happen to be very 
miliar with it because I worked intimately in that in an- 
her life, but most members do not know what happens 
d do not understand, for instance, some of the comments 
out the advocacy groups proceeding to the ministry. If 
uu do not think they are doing and have done that, no 
atter what government is in power, you are crazy. If you 
k your ministers, they will tell you that day after day 
ter day their time is spent dealing with and talking to the 
lvocacy groups and learning about their financial needs 
ticularly. In doing that, they are also developing their 
vn argumentation and their own views over what will go 
rward following and included in the estimates process 
id in the identification of particular pressures that are 
ming before the government for funding. 

So much of the budget is a given in terms of transfers 
id things like credit costs and so on, that there is a limited 
nount of freedom in terms of changing the priority of 
ernment in budget setting. The ministers are all in- 
lved very much in their own lobbying effort to get what 
ey feel is their fair share of the budget; and to find out 
out that, they are indeed meeting with people. For us to 
iderstand the kind of pressures that are going on, it seems 
me, going back to who comes and how and the nature of 
ese committee hearings, we should have as open and as 
oad a group of individuals and organizations coming 
‘fore us, because only through that process will we as 
gislators ever be able to see more than a limited scope of 
bbying effort. 

Those are just observations in response to what I have 
‘ard from other statements today. 

Mr Stockwell: Not to prolong this debate, I agree 
ith Mr Phillips from the Liberals. I think if you went 
vay for a couple months and thought about it, maybe you 





could clarify exactly what it is you see as a process that 
you would be more happy with. I think we should be 
prepared to do that. 

I am not opposed to relooking at this. I do not think 
anyone is opposed. I just think there are probably some 
fundamental flaws in some of the arguments put forward. 
When you build an argument like the one that has been 
made by the government side, you add building blocks to 
an argument, and the flaw I see is the foundation to this 
argument about access and process and so on. The building 
block has cracked. It reminds me of worrying about mice 
in the basement when you have got an elephant on your 
roof. The problem you have here is you are trying to em- 
power people. That is a nice word, and it is a good little 
phrase, but to empower people you must have power. You 
guys do not have power. We do not have power. Ministers 
have power. Premiers have power. That means, then, if 
someone is going to have some power to influence, he 
must be speaking to the decision-maker. 

Maybe as a parliamentary assistant you have a lot of 
input into the decision-making process, but none in the 
cabinet, and that is where the decisions get made. So in a 
lot of respects we can pretend and, I guess, pretend to give 
power. I do not have any power in this government; I 
know that. What I think we should remember is that we 
are here to hear from the people. We produce these reports 
and ask the ministers to read them. If they choose to read 
them, they do; if they choose not to, they do not. That is all 
we can do. I guess you paint with as broad a brush as you 
can and try to invite as many people in, and you have your 
opinion; I have mine. Usually there are two of us, so we 
have ours and the Liberals have theirs, and we go on our 
merry way. And for ever and a day, that is government in 
this country. To change it, I think you are looking at a 
major revamping of the process. A major revamping 
means that you people get a lot more free votes than you 
do right now, and I do not think you are going to get a free 
vote in the budget. I understand what you are trying to say, 
and I think it is an noble effort, but I just do not think there 
is much opportunity to do that. 

The only other thing I would point out, Mr Chairman, 
is that I am not opposed to any concepts or changes that 
you want to bring forward. I just want to be clear. I do not 
really think we are that powerful a committee, so I do not 
want to spend any more money. If we are going to talk 
about travelling, that is the biggest expense you could 
have, and I am not prepared to blow thousands and thou- 
sands of dollars on this committee, with negligible, if any, 
power, to go around receiving input from people that will 
not be listened to—I should not say “listened to;” that is is 
not the right word—that will not be put to the decision- 
makers. The point again is about the power. To empower 
people you have to have it and, frankly, folks, we do not 
have any. 


1120 
The Chair: I am in the chair, Mr Christopherson. 


Mr Christopherson: Thank you. I would suggest the 
only greater concern than elephants on the roof is maybe 
bats in the belfry, but we will just leave that sit. 
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This may scare Mr Stockwell a little—it certainly does 
me—but I do not think he and I are that far apart in terms 
of the foundations of the argument. I am not sure where 
that leaves the Liberals, and probably at that level it is 
maybe personal and should be dealt with one on one. But 
anyway, I do not think I disagree that much with a lot of 
what Mr Stockwell says in terms of the realities. What I 
would probably disagree with is whether it is at least worth 
the effort to make the change. I would not disagree that it 
is a mammoth undertaking, but it truly is a priority for us. 
We honestly believe that. Now whether we are actually 
going to be able to change this huge ship of state and make 
it work differently remains to be seen, but we really want 
to make that change with a great deal of enthusiasm and I 
think that sincerely is the message from the Treasurer. 


Mr Stockwell: That may be worth your while. 


Mr Christopherson: I hear Mr Stockwell saying that 
it may be worth our while. I hope so, because we are going 
to make that undertaking. At the risk of people suggesting 
that we are trying to do other things, I think it is worth the 
effort and the political risk to try to make that change, and 
in the final analysis, if we were to be somewhat successful, 
I suspect there would be a fair bit of support for that 
change, if and when it was finally concluded. 

Two more thoughts. One of Mrs Sullivan’s concerns 
was about making sure that even more people are heard. 
Again, I do not have a fundamental difference with that. I 
think it is important that we have maximized people’s 
input. That is what I am talking about. To me, it would 
make more sense perhaps if we had a subcommittee of this 
group that said, for instance, “We’re here to deal with 
Health, and we want to cast the net farther than the com- 
mittees have done in the past,” and we had another group 
that was looking into Transportation. Whether those were 
made up of other members or part of this group, I do not 
know, but that kind of work and time and undertaking is 
worth it because we ought to be listening to as many people 
as possible. I am just suggesting this current structure may 
not lend itself to that. I reject—and it is the last time I will 
comment on it—I reject out of hand any suggestion that 
there is an attempt to limit people’s access. That is a mis- 
interpretation of my comments. My intent is to try to find a 
system that allows more input, more access and makes that 
input even more effective. 


The last point, on Mr Ward’s suggestion, is that I 
would suggest there is merit in at least making some in- 
terim recommendations while the matter is fresh in our 
mind. | think it is valid to say that, as we get closer to the 
process, we may feel that we need to make some changes, 
based on experience, but I think there is also validity in 
saying: “Hey, we just came through the process; it’s very 
fresh. Let’s at least make some recommendations now 
based on that experience while it’s still a live thought.” 


The Chair: My reading of this debate as the Chair is 
that we are dancing around the question of how much 
independent thought or recommendations this committee 
can have, which to an extent depends on how far the com- 
mittee members are prepared to go in making recommen- 
dations independent of the party, all parties. 


I have heard from Mrs Sullivan that the British sys 
has a great deal more independence. I have also heard | 
the federal finance and economics committee has a gi 
deal more independence. I throw out, as a process of act 
the suggestion that we ask the researchers to come b 
with some information that would contain the rules | 
have been set out for those committees by their vari 
legislatures or parliaments so that we can have someth 
to compare. There is a free British Airways flight on 
April and we could all get over there for nothing. Then 
would have something to compare it to. 

What I think I am hearing—if I am wrong, I am 9 
for debate—is that it really hinges on how much indep 
dence this committee is going to have. It is unfortunate 
Stockwell left, because I think it is also part of the disc 
sion about power; if this committee is allowed a great ¢ 
of latitude and independence to be moving down the r 
that some other pre-budgetary committees have, the m 
fact that we make recommendations in the same kind 
way that they make recommendations is an achievemen 
power. There are lots of different ways of achieving pov 

Just to sum up, perhaps it would be fruitful at this pc 
to terminate the conversation with a request for the 
searchers to bring back information about how the ot 
committees have achieved their independence so that 
can look at it. Is that acceptable to the committee? 


Mr Sutherland: Sure. I just might add, Mr Chairm 
that we have had some suggestions put forward; tl 
should be noted and they should be on file somewhere 
that when the committee comes back to the discussi 
they can be referred to and dealt with. 


The Chair: Yes, I think those have been noted. I h: 
made note of them, and I know the researchers have too. 

The second point of business is, before I ask if 
should adjourn or not, is there any reason to have a meet 
this afternoon? 

Mr Christopherson: Do we not have the issue of 
ciding what we are going to deal with in front of us 
understood we had tentatively to discuss whether we w 
to undertake a review of the cross-border shopping issue 


The Chair: We could do that right now. If we do t 
right now, then I can instruct the clerk—we as a commit 
can instruct the clerk; there goes that “I” again—to set 
hearings for next Thursday morning with various grou 
that are interested in the cross-border shopping issue, a 
he can do that this afternoon as opposed to our meeti 
and talking about it. 

Mr B. Ward: I suggest we meet this afternoon. 

Mr Christopherson: I am wondering if we should 1 
have a little better game plan than just to say immediate 
“Fine, let’s just have some people in.” We should hav 
sense of what we are going to do and what the process 
going to be, again so we do not have people coming 
with expectations that never get met. I do not want to m 
needlessly any more than anyone else, but I think we ought 
have a sense of where we are going to go. There are ott 
suggestions my colleagues are mentioning to me that may 
should be thrown out on the floor that we can consider 
the same time and not just take one thing and run with it. 


21 MARCH 1991 


F-529 





Mrs Sullivan: I think that rather than just going 
yund in circles again on process, it might be useful to 
ve something to talk about that is specific. Perhaps the 
tk might prepare a recommendation relating to process 
d the conduct of hearings that would give us at least 
mething to accept, reject or add to. 


Mr Jamison: There are a number of things that are 
tical out there that I think this committee should con- 
ler having a look at. Just off the top of my head, for 
ample, there are the potential effects of a trilateral trade 
reement on this province and the potential impact on 
\tario of the constitutional crisis. I know the Conserva- 
es in their dissenting report made reference to the lack 
discussion about that potential and the economics that 
: automatically related to that in terms of deficit. I think 
is important that we discuss the potential of a trilateral 
al on which the federal government is going to proceed 

a fast-track kind of basis. We as a province have to 
lly prepare ourselves to deal with that happening and to 

aware of the impacts that are going to evolve from 
yse things. There is very important work out there to be 
ne by this committee if we choose to do so. 

30 

The Chair: My understanding is that with the budget 
t coming until mid-April, it is not really likely that we 
» going to get a lot to do from the Legislature between 
w and then; so we have a fair amount of time between 
w and then that I think we can fairly confidently take as 
ommittee as time that we can structure. We are committed 
the cross-border shopping first, but I am at the will of 
» committee to do trilateral trade and Confederation as 
‘ll. We discussed that a little bit prior to sitting. 


Mr Phillips: Just in terms of process, I seem to recall— 

insard might correct me on this—that we did say to the 
yss-border group that we as a committee were going to 
al with it; so I kind of thought in our informal discussion 
it we tacitly agreed that would be our first item. I have 
difficulty with the subcommittee meeting and saying: 
lere’s the game plan. Here are the terms of reference. 
re’s blah, blah, blah,” because I think it is tough for us 
do it. I do not mind that group of yourself and the three 
lips being together. 
I think we have to lay out our agenda for the year. We 
ked informally, and personally I am quite interested in 
» economic impact of the constitutional debate, but I 
nk we need to make certain that we have some direction 
m the House on that. It will be helpful to the debate 
her than harmful and therefore I would like to kind of 
ait the legislative debate around the committee’s report, 
tich comes forward today, I think. If they direct us, I 
nk this committee could be quite useful in it, but I think 
las to be very carefully crafted or we could be harmful. I 
uld be quite interested in the debate on trilateral agreement 
), although I think there too we need some direction on 
iether that is something that will be helpful to the debate. 

There is no shortage. I am just saying I think the first 
m on our agenda can be the cross-border shopping. It 
pacts a whole bunch of other stuff that will be informative. 
en I think the subcommittee can look at what are the 





second, third and fourth issues that we could deal with, 
and we have got a little bit of time on that, including the 
constitutional debate, which I could see as being the second 
item we might deal with. 


Mr Sutherland: I know we said we were going to do 
cross-border shopping as the next item, and I would cer- 
tainly like us to focus in on that and have various concerns 
about that. I guess my only question is, if we are going to 
be able to do that effectively, are we going to be able to do 
that solely from Queen’s Park? And then what are the 
difficulties in terms of taking a standing committee, while 
the House is sitting, to communities like Niagara Falls, 
Windsor, Sault Ste Marie and Cornwall? I really think if 
we are going to have any credibility in terms of doing it, 
we are going to have to go and visit those communities. I 
was wondering if either the clerk or maybe some of the 
more experienced members here could assist me on 
whether that could be done. If not, maybe we should delay 
that and go into something we could do more of, possibly 
the trilateral trade agreement. We could do more of that 
based out of Queen’s Park on our regular days than we 
could the other one. 


The Chair: I have been given two notes now on this 
one. The general government committee has been re- 
quested to do a 12-hour hearing on cross-border shopping. 
I have one note asking if Mrs O’Neill could come here and 
discuss that with us. The other note is that, given that 
committee may or may not be able to get to it, given that 
Bill 4 is still in that committee— 


Mr Sutherland: I would like to have more than 12 
hours. I know that is being put forward, and I am glad to 
see other members of other committees are interested in it, 
but I am not quite sure whether the use of the 12 hours will 
give it the degree of attention that it really needs. 


The Chair: Okay. Where do I go with this? Come on, 
folks. 


Mr Christopherson: I think Mr Phillips’s points are 
well taken with regard to the priorities, and I know that, in 
talking to our own members in caucus, the cross-border 
shopping is, as I am sure in other caucuses, a big issue. I 
do not particularly care which committee deals with it. I do 
not feel ownership of the issue. What is important is that it 
be dealt with effectively. I, as one member of the commit- 
tee, am prepared to accept the fact that this is our top 
priority and then ask you, through your office as Chair, to 
determine whether or not that is an overlap of responsibilities. 
Is the other committee prepared to have us look at it? In 
other words, do that groundwork for us and, if it is with 
them, God bless them, we will move on to another issue. If 
they want us to tackle it, then we will ask our subcommittee 
to put together a game plan to bring to us for approval. 


Mr Jamison: I am just a little confused, and I might 
ask Gerry if he would help me here a little bit. Personally, I 
believe we are really on a fast track to that trilateral deal. It is 
going to have economic ramifications here in this province. It 
is my belief that will happen. I think it is crucial that we 
really try to assess where the federal government, on nego- 
tiating that deal, is going to take us and the effects to this 
province, especially the manufacturing base of this province, 
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and the economy as a whole, what effects we can measure. 
I know we may not be able to measure them all, but at 
least we will be able to confirm or otherwise prove our- 
selves incorrect in assessing what a lot of us have in terms 
of preconceived notions. Possibly you can help me out on 
your statement about receiving a directive of sorts on that. 


1140 


Mr Phillips: There is no shortage of really interesting 
topics for us to deal with and things that I would find 
intellectually stimulating. As I said before, I think the 
whole issue of what is the economic impact of the consti- 
tutional debate has not been properly debated. The trilat- 
eral agreement with Mexico is another one, and our job 
thing is another one. Those are three overwhelming issues. 
Each of them, though, I think, is going to unfold a little bit 
over the next little while, and in the meantime we have the 
cross-border shopping, which seems to me a bite-sized 
issue that I felt we made a commitment to a group of 
people who came in here that we were going to deal with. 
Do you remember that group? I thought, here is at least 
one issue we can get rolling on. I happen to think a consti- 
tutional debate is going to be obviously huge, but it has to 
be handled extremely sensitively. 

I am saying I personally would like to deal with the 
cross-border shopping and buy ourselves a little time in 
case the Legislature would like this committee to deal with 
the economic impact of a constitutional debate. If that is 
the case, then that, to me, would be our next priority. We 
will know that, I think, maybe in the next little while. The 
Premier and those who are dealing with it may say, “Yes, it 
is important for Ontario to begin looking at economic im- 
pact,” and the committee would be appropriate. If it proves 
that is not in the cards for this committee to deal with, then 
we move to our third and fourth priorities, which in my 
opinion could be a trilateral debate around Mexico or it 
could be around jobs. 

I am repeating myself. We have an issue that could 
occupy our time for the next three to four weeks—an im- 
portant issue—giving ourselves the time to look at what 
might become the number one issue. If that is not the case, 
then that is what I meant. I think the Treasurer and the 
Premier may want us to look at it. 


Mrs Sullivan: I also want to express caution about 
moving into the economic impact analysis of changes in 
the structure of the country. There have been no decisions 
yet made. An indication by a committee of this Legislature 
that it was conducting studies based on one, two, three or 
four scenarios and was hearing briefs from the public on 
any of those scenarios, whether they include re-Confedera- 
tion, a restructuring of Confederation, or independence for 
Quebec, it seems to me, is in terms of the national dialogue 
a very dicey proposition at this point. I think it is something 
that clearly has to be done. Looking at those questions must 
be done. 

I think now is the wrong time for this committee to be 
undertaking that. We will be having the initial debate on 
the first interim report of the select committee on Ontario in 
Confederation, which has been out through the province, 
starting this afternoon in the House, and presumably there 


will be a second phase of that Constitution commit! 
activity, which will be very important. 

The Premier has yet to speak in a formal way or 
matter of the Constitution, and any dialogue that will 
place will have to follow clearly whatever stand the 
mier ultimately takes. Signals of a downturn in Onta 
economy or an upturn in Ontario’s economy, or what 
could seriously distort the nature of the debate, which 
heretofore been fairly non-partisan in terms of cons 
tional issues, and could have very serious repercuss 
relating to the future of the country itself. 

I think now is the wrong time for that debate. On 
trilateral negotiations, we have a lot to learn certainly, 
that may be something that would be useful to look at 
the Constitution thing—although I personally think 
premature for this committee to be looking at—if the I 
islature wanted us to proceed in that direction perhaps « 
the summer, with extremely substantial contracts give 
people who have expertise in the economic area to do 
analysis that would be needed, then I think that woul 
perhaps a more reasonable time as things unfold ¢ 
some of the debate. 

On cross-border shopping, we did certainly git 
commitment, to the people who were here, and it is 
tainly an issue that affects the north, southwestern Ont 
and eastern Ontario. It is a province-wide issue in r 
ways, and it is something that is concise enough, I th 
that the committee can deal with and make some reason 
recommendations about. I think that is the way to proce 

Mr Hansen: I have to agree with Mrs Sullivan th 
In our first subcommittee meeting, or the second | 
when we had discussed groups that we were going to in 
we—Mr Sterling, Mr Kwinterand I—all agreed that 
next item that would be on the agenda—and I do not tl 
it has changed any; it is more of a serious problem | 
since the introduction of the GST—is that people are ma 
a tax revolt by shopping in the United States. We hav 
take a look at this very closely, especially when we t 
90% of the population within two hours of the border, 
other 10% in the north. I know Mr Sterling, in the dis 
sions we had with the group that came in, did not fe 
was all that important. I argued with him on the point 
tourists cannot make it into Ontario to spend US dollai 
they cannot get across the border and will never make 
Ottawa or Carleton. 

It is a very important issue, and I do not think 
should backtrack and get sidetracked to get into ano 
issue, because we have businesses now in the Niagara : 
that are going out of business. We have farmers in C 
and Bruce who are finding the effect of people in the | 
der towns and bordering towns of actually buying t 
milk in the US. Even though you do not live within 
hours of the border, the people who are over the two hc 
and live in the north are being affected by what is be 
purchased by the 90% who live around the borders. 

I recommend that we get on with the cross-bot 
shopping and not necessarily, as Mr Phillips saad, I 
lieve, that we have to go to all these centres. Money | 
given out by the Ontario government to do studies in tl 
particular areas, and I think the one thing we should h 
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fore this committee is the report by the chamber of com- 
ce in Sault Ste Marie, which is a very detailed study 
it I think was partially paid for by the Ontario govern- 
nt. There is one in the Niagara area; I know $12,000 
s given in that area for Shop Ontario, and I believe 
mia and Windsor and Kingston and The Islands. 

Before we make any decision about travelling to hear 
ople, I can tell you that I hear people every day about 
. tax revolt, saying: “I am shopping in the United States. 
m not paying the GST.” When the GST came in on 1 
quary, it actually doubled the traffic to the United States, 
vould say. On this side, I feel this is one of the most 
portant things we can take on as the next exercise for 
s committee. 

Mr Christopherson: On behalf of my colleagues in 
» government caucus, I would say the commitment 
juld be honoured to do the cross-border shopping. I 
nk that goes without saying. The trilateral trade agree- 
nt should be our second priority and leave ourselves 
xible. I think the points were well taken from the members 
the Liberal caucus regarding the constitutional discus- 
ms, the sensitivities, and I think what we are saying is 
should remain flexible as a committee to receive any 
ection from the Legislature at the appropriate time, 
yuld they feel that work would be beneficial. We would 
» the cross-border shopping, and then the trilateral trade 
reement as being the two priorities, in that order, for this 
mmittee. 

The Chair: Is that a consensus? 

Mr Phillips: My only comment would be that I do not 
nd the trilateral one, if in fact the Legislature wanted us 
deal with economic impact, which I have a feeling they 
ll not, that would certainly be the number one priority 
‘me, if they wanted us to. I doubt if they will. 

Mr Christopherson: I do not think we have any 
dice, do we? The Legislature can literally dictate what 
t agenda is, if they so choose. So I think— 

The Chair: That also comes back to this whole notion 
out independence and what kind of changes in the com- 
ttee structure there are. If we can go down an indepen- 
at road, how far do we go down that road and in what 
‘as? Anyway, that is for another debate. 

Mr Sutherland: If there seems to be a consensus on 
it, then you as Chair can approach the House leaders, I 
ess it would be, or whomever, to see whether we could 
al with that issue. Mr Hansen is far more knowledgeable 
this area than J am. I just think in terms of perception 
it we are not going to have a lot of credibility if we only 
al with the issue of cross-border shopping, from sitting 
re in Queen’s Park. 

I do not know if it is going to be possible, but I would 
ly hope in these hearings that we could get some of the 








regular people who are doing cross-border shopping to 
really find out what some of their thinking is in doing it. I 
mean, we can speculate on some of the reasons, and we 
know cost is part of it, but I think part of the issue is going to 
be educational issues, and I just do not think we are going 
to be able to handle it credibly solely from Queen’s Park. 

Mr Christopherson: Mr Chair, to summarize, does 
this mean then that the subcommittee will meet to put 
together a game plan based on the information you find out 
and that they will report to us with their recommendations 
at the earliest possible date? 

The Chair: To take a little leeway here, I would like 
us to come out of this meeting right now with instructions 
to the clerk to start setting up hearings for next Thursday 
morning. 

Mrs Sullivan: I so move. 

Mr B. Ward: But we do not know what the game 
plan is. 

The Chair: We do know that we are looking at Sun- 
day shopping and— 

Mr Sutherland: Cross-border shopping. 

The Chair: Sorry; cross-border shopping. 

Mr Phillips: I do not mind that. You may want to start 
us off with a brief of some sort. 

The Chair: I am getting it in this ear and I am getting 
it in this ear. The clerk has just suggested briefings from 
Revenue; Tourism and Recreation, and Industry, Trade and 
Technology. 

Mr Phillips: Yes, that is all internal stuff. Then we 
can go to the public ones. 

The Chair: Okay. 

Mr Christopherson: I do not want to be overtechnical 
in terms of process, but I have had enough experience in 
government at the local level to know that it is fraught 
with disaster to begin down a road when you do not have a 
clue ultimately where you are going. Even if the subcom- 
mittee met after the House, gets into its regular business, at 
3:30 for half an hour, itself, or 45 minutes, and then we met 
to deal with the recommendations they make, even if it is a 
very obvious plan, I would still like to have it on paper so 
we know where we are going and we can tell people 
whom we are contacting that this is what we are doing. 

The Chair: All right. What I am hearing is the sub- 
committee meeting at 3:30 and full committee hearing at 4 
o’clock. 

Mr Christopherson: Can you do it in half an hour? 

The Chair: I think we should do it in half an hour. 
Okay. The subcommittee meeting is at 3:30; the committee 
reconvenes at 4 o’clock. 

The committee recessed at 1152. 
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AFTERNOON SITTING 


The committee resumed at 1610. 


The Chair: I see a quorum. The subcommittee, for the 
approval of the entire committee, has set out a tentative 
agenda that is extremely flexible. Prior to next Thursday 
morning, the researcher, Anne Anderson, will distribute 
some studies that have already been done in preparation 
for next Thursday morning when we will be able to ask her 
questions about her study and about what she has found 
out and so on. 

In the afternoon, the subcommittee has considered that 
we should have the Ministry of Industry, Trade and Tech- 
nology come and give us information that it has discovered 
from its own studies that it did last summer, while we were 
all out knocking on doors. So far so good? After that, the 
clerk and the researchers will get together and invite people 
to come in and fill out a hearings list, with the hope of 
having two groups in the morning and two groups in the 
afternoon, to try to finish Thursday afternoon earlier than 6 
o’clock. 

Mr Sutherland: Can I just ask on that point, are we 
sitting right until 6 o’clock next Thursday? 


The Chair: No, that is not the intention. 

Mr Sutherland: Is the House sitting right until 6 
o’clock? 

The Chair: Yes. 


Mr Christopherson: What happens after that, and 
ultimately what are we looking at doing? 


The Chair: Ultimately we are looking at producing a 
report with recommendations in it for the government, if 
possible; if not, a report that will at least be available for 
all the members of the House to have to consider the various 
options and the various problems associated with Sunday 
shopping. It would be nice to have recommendations that 
the government or the House could act on. 


Mr Christopherson: What happens after next Thurs- 
day? 

The Chair: The hearings continue for the next couple 
of consecutive Thursdays. 


Mr Christopherson: A raindrop in a storm. Thank 
you. You have added to it. 


The Chair: There is no time limit that the subcommit- 
tee has recommended. Four Thursdays would give us 18 
hours if we sat right from 3:30 to 6. There has been no 
timetable decided. 


Mr Christopherson: What about the suggestion of 
Mr Sutherland of perhaps trying to get out to some of these 
communities? Did you find out whether that is even feasible 
while we are sitting as a Legislature? 

Mrs Sullivan: No, it is not. 

Mr Sterling: The House leaders will never allow you to. 

The Chair: The best we could do is to leave here some 
time around 8:30 in the moming and be back by 1 o’clock. 

Mr Sterling: I do not think they will allow you to do 
that. The problem is that it does not relate to what we are 


doing; it relates to what else is happening in this place. 
soon aS you draw the members away from this area, tl 
the House leaders and the whips cannot get hold of y 
and that is why they will never give you permission 
something like this. If it were something that was ree 
urgent, then you might be able to get it. But I have b 
proven wrong before. You can ask if you want. 


The Chair: I think the committee would have to dec 
how much benefit there would be. Mr Stockwell has alre; 
indicated that he is not in favour at all of doing any travell 
because he thinks the whole process is somewhat— 


Mr Sutherland: He was referring to the pre-budget 
consultation process. I do not think he made any comm 
on the cross-border shopping issue. 


The Chair: I will be generous and allow that. I ha 
feeling that he was not too fond of the idea of travelling 
all, but that is fine. I stand to be corrected. 


Mr Christopherson: To follow up on that, the | 
thing anybody wants to do in tight times is spend mot 
that is not necessary, and I do not particularly want to 
on the kind of schedule really that would have us yanl 
around for half a day and then back in here and trying 
do everything else. 

However, I believe that on this issue, if we really w 
to get to the bottom of the problem and give everybody 
Opportunity to speak, getting to as many of those commu 
ties as possible would be fairly important. I would requ 
or suggest that we request you to ask whoever is appropri 
whether it is just the government House leader or all 
them, or the right place, whether or not a considerat 
would be given. If not, fine; so be it. If it would, I, as ¢ 
member, think that would be good. I know that if you w 
to Sault Ste Marie, for instance, there are a lot of peo 
would like and really appreciate the chance to come f 
ward and give a committee like this their opinions on 
matter, and I have talked to other members who have sim 
situations in their community. 

Having said that, the only other thing I wanted to ment 
is, I gather that since we met this morning, you h: 
checked and we do not have an overlap of two committ 
doing the same thing. 


The Chair: You were checking. 

Mrs Sullivan: I can speak to that. Is it the standi 
committee on general government? 

The Chair: Yes. 

Mrs Sullivan: General government is in fact going 
be dealing with it on an opposition day resolution. Tt 
will not be getting to it on their agenda until much la 
We are ready to start our work now and it is an opposit 
day thing, so this committee can set its own agenda. 


Mr Christopherson: Nobody then, through you, | 
Chair, is perceiving that this would be an overlap of wor 


Mrs Sullivan: No. 
Mr Christopherson: Good. 
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Mrs Sullivan: It is our party’s opposition day resolu- 
1 and we are quite comfortable with this committee 
ceeding. 

The Chair: When is that opposition day? Do you 
yw that yet? 

Mrs Sullivan: No, it has not been scheduled yet. 

Mr Christopherson: You will appreciate that the in- 
yendent-minded NDPers did not check with anybody. 
are just prepared to go ahead and do this. I say that 
gue-in-cheek. Could I go back then to the other issue of 
travelling to those communities? 

Mr Sterling: I am not willing to travel when the 
use is sitting. I will travel in the summer to any of those 
nmunities that you mentioned, but I am just not willing 
go during the House. I am the chairman of my caucus 
{I cannot be away from this building for more than a 
iple of hours at most and I have to be within phone, you 
yw, within a reasonable distance. That is the problem 
1run into and— 

Mr Christopherson: And I can respect that, truly. 
The Chair: Did you want to say something, Kimble? 
Mr Sutherland: I just have a problem with process. | 
an we are going to put this report together and I just 
ik the people in those communities that are most af- 
ted are going to question the credibility of the report. 
Mr Sterling: Let’s put it together and start now. 

Mr Sutherland: Okay. As long as we have some idea 
hat, but I am just wondering whether that is going to be 
»main priority or whether one of the other topics that 
, been— 

0 
Mr Sterling: We have nothing else on our agenda 
nt now. 

The Chair: We can request moneys to bring people in. 
Mr Sutherland: Yes, I quite realize you can do that. I 
still not sure whether the— 

Mr Sterling: That is not as good as going. 

Mr Sutherland: Yes. 


‘Mr Sterling: In a lot of cases these will be small busi- 
's people who can only be away a couple of hours from 
ir businesses or whatever. 

Mr Sutherland: That is right. 

Mr Sterling: I agree with Kimble that it is important 
t we go. 

Mr Sutherland: As long as we have the understanding 
n that this is not going to be a three- or four-week 
cess to try to wrap up and make all the recommendations. 

Mr Sterling: Let’s start it now and see where it leads 
l, if we seem to be getting somewhere and we want to 
to those communities at that time, you are going to 
7e my agreement. I am not anxious to finish it in three 
‘our weeks. 

The Chair: Okay. Maybe this could be done in two 
ises. We could do cross-border shopping and have hear- 
s here and get as much as we can accomplish here and 
n perhaps do phase two in the summertime and go to 








Sault Ste Marie or do the travelling at the committee stage 
in the summer, provided the House will agree to that. Is 
that reasonable? Try for an interim report? 

Mr Christopherson: Can I just throw out an idea? I 
can appreciate not wanting to be away, especially with the 
responsibilities that Mr Sterling has, and all of us have in 
fact. We are not going that far. Some of it is down the 
Niagara Peninsula. The select committee on Ontario in 
Confederation, for instance, was doing a lot of travelling 
out and travelling back in the same day. Is it not possible at 
all that we drive down the peninsula one evening and we 
are back here that evening, or back in time for the House 
the next day? Or is that just not realistic? I ask that in all 
innocence. 

Mr Sterling: I do not think that is realistic. Once you 
go to one area you are meat as far as all the rest go. Then 
you have Sault Ste Marie calling and saying, “Why didn’t 
you come to our place?” 

Mr Christopherson: That is an hour’s flight. You really 
could go out and come back fairly quick. 


Mrs Sullivan: What about Fort Frances? 
Mr Sutherland: You have to go to— 


The Chair: Just a minute. I am losing control here. 
Mr Hansen was next. 


Mr Sterling: I just think once you start you have to 
really do a little bit of travelling. 


Mr Hansen: I think that if we went to the peninsula 
we would get a feeling, because the same feeling is going 
to be in Sault Ste Marie and in Fort Frances. It is going to 
be the same so we get a sample, and if it is necessary, then 
we can go to these other communities and do the same 
thing. But I think what you find in Sault Ste Marie you are 
going to find in the Niagara area or in Fort Frances. It is 
the same commodities that are being purchased in the 
United States. I do not think it differs with what border 
crossing you go across. So I think the feeling that we get 
from, say, the merchants and the shoppers in the Niagara 
area will be the same as the shoppers in the United States. 
I hear the same story from shoppers and merchants in 
Sault Ste Marie as what is in the Niagara area also. 


Mr Waters: I am going to do something here that I 
might regret, but because I am perceived as being from the 
north I have to tell people that, if you go to Niagara and 
you do not go to Sault Ste Marie, you are going to have the 
north upset. They are constantly being seen as being left 
out of the picture and they would feel that their voice 
should have been heard from. My concern has been that, in 
the interim, when you are here, before you start moving, or 
if there is a problem with moving, how are you going to 
notify people that this committee is having hearings? I 
think it is important. I think, as everyone in the room 
agrees, the little person, the small shop owner or the 
granny parade that comes across the border in the spring or 
whatever with all their purchases, have an opportunity to 
come before the committee. 

The Chair: That was discussed and there is some 
money left in our advertising budget. We could advertise 
in the local community papers. The other consideration 
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was that we write to the chambers of commerce and we 
write to the local mayors and the councillors and have it 
announced through the local media. If the cable TV wants 
to put it up, then that would be a way of doing it as well. 
So there is a possibility of advertising it. We have to decide 
that, too. 


Mr Sutherland: That would seem adequate. I guess I 
just want to know, from the Toronto aspect of what we 
would be doing here at Queen’s Park, we would be trying 
to get a handle in terms of the different ministries, that 
type of stuff, possibly revenue, possibly what some of the 
Ontario organizations might think about that, like the On- 
tario chambers, those groups in here. At that stage, would 
we then have to probably leave it until there would be time 
to get into some of those communities? Is that generally 
what the subcommittee was thinking? 


Mr Sterling: Yes. The subcommittee members were 
given a few of the documents that have been already pro- 
duced on cross-border shopping, and it was our idea to get 
the experts in to talk to us a little bit about these papers 
that they have produced. 

I think what we should do is write to the mayors, the 
chambers of commerce, particularly in the border areas, 
and say: “Look, we are planning this summer to go into 
some of your communities and ask for first hand experi- 
ence, and we will advertise that fact when we are there. 
But in the meantime, we are dealing with this while the 
Legislature is sitting in Toronto, and if any of you want to 
come and talk to us now here in Toronto, please contact 
our clerk.” 

We may decide, after we hear from these various ex- 
perts, that either we want to have our legislative research 
person or we might want to hire some consultant to do a 
survey or, I do not know, a study that has not been done or 
is in our interests to find out what other things are. That is 
the way I think I would proceed on this and that is the way 
I recommend that we proceed. 


Mr Christopherson: As to the time lag, it was sug- 
gested by the Chair that we could issue an interim report 
based on the work we can do here and that we would then 
do the travelling in August. That is what? Five months? 
We do not want to be perceived to be dragging our heels. 
There are enough of those accusations going on anyway. I 
am just concerned about the time lag, and I do not know 
how that might factor in, to say to someone, “Yes, we are 
looking at this,” and you build in something that says you 
are not really going to get a handle on it until at least 
August, and then it will probably be September before 
anything gets published. 


Mr Sterling: What are the options? I mean, if there 
were a better option, I would take it, but— 


The Chair: Mrs Sullivan would like to— 


Mr Christopherson: I do not want to be a stickler on 
something, but— 

Mr Sterling: Look, I mean, you are just not going to— 

Mr Christopherson: I did not mean to say we were 
not going to go to the north. I think of it and to go from 
here to Niagara Falls and points in between is about an 


hour or so’s drive from Toronto. The Sault can be flow 
in the same time. 


Mr Sterling: But you are not dealing with the Cor 
tution of Canada when you are dealing with cross-bot 
shopping. 

Mr Christopherson: You might as well be for 
people that are hurting, though. 


Mr Sterling: It may be their issue, but it is not 
issue of the same magnitude. You people may not like 
saying that, or the retailers. It is an important issue, I unt 
stand that, but I just say you are not going to get, in 
humble opinion, the House leaders to agree to us trav 
ling. You say it takes an hour to go to St Catharines, 
once you get there, you have to sit down and listen 
people talk, and that is going to take four or five ho 
Then it takes an hour to come back, and that takes a « 
How do you do it? 


Mrs Sullivan: I think that there has been a lot of w 
done on this problem in various communities already, wl 
in fact visits, we may well find, would simply be reinve 
ing the wheel in terms of the gathering of informat 
Let’s go through the first phase, see what the experts, 
people who have done the work on it so far, have to 
about the question, see where they have identified 
problems, see what additional data we think we neec 
terms of developing a second phase to our hearing proc 
and then perhaps determining that indeed travel is someth 
that we want to request for a latter portion. We can 
practically expect permission from the House leaders to \ 
the communities that are affected by cross-border sh 
ping in any equitable way while the House is in session. 

Let’s see what is already being done. Let’s see w 
problems have been identified, what groups and organi 
tions that are directly affected, apart from those who h 
done these studies, can be brought in to meet with us on 
individual basis. 

We have money in the budget. All committees hi 
money in the budget to ensure that people from vari 
areas of the province can be represented in front of. 
committee and can be subsidized to do that. I think tha 
we go from there, we may find that with those interv 
tions before the committee, we do not need to travel. 
may find, on the other hand, that travel is a very import 
part of our function. 

It seems to me that the question of travel at this poin 
moot. Let’s see what there is to find out and get on wit 
that way. 


The Chair: I just want to interject here that we hi 
been given an indication that within four or five weeks 
will have the budget, and if there are any changes in ta: 
or any budgetary papers that come out of that, they 
coming here, which means that we may well have to s 
pend whatever we are doing at that time to take that on 
a committee. 

Mr Hansen: This last report here by John Winter / 
sociates is dated March 1990. It is one year old. I kn 
some of these surveys are a year old here, but there 
some of them that have been done in Sault Ste Ma 
which were just current, which were presented to | 


21 MARCH 1991 





F-535 





iding committee on finance and economic affairs. So 
do have a lot of updated material, and some of the 
er members here do not have it in front of them. Right 
v, there was only one copy for each one of the steering 
amittee. 

I think we could decide this a lot better with the infor- 
tion that we have from our researcher and we can make 
ecision. We could talk all day here on whether we have 
proper equipment or material, but I think just by read- 
a lot of these—here we go: Windsor, Sault Ste Marie, 
mder Bay and Niagara Falls. We have covered all the 
as, and rather than packing our suitcases, I think we 
iid sit down and read some of these reports and discuss 
m and come up with a better idea after the researcher 
done this work. 

I think we are sort of jumping the gun and trying to talk 
k and forth whether we should travel or we should read. 


Mr Christopherson: I think we have thoroughly at- 
<ed the issue and it is pretty clear that the route sug- 
ted by Mr Hansen seems to be the most practical one. I 
certainly prepared to accept that and do it. Your points 
well taken about the budget material that may come, so 
n comfortable that this is really the only thing we can 
There are not a lot of alternatives. 





The Chair: Just to sum up then: We will peruse the 
information that is available, we will invite in to have 
hearings people who can come, and then we will decide at 
a later date what more needs to be done on the issues and 
decide at that point what the tactics should be. 


Mr Sterling: Can I just ask, for a matter of clarifica- 
tion for Mr Decker, when he writes to the mayor of Sault 
Ste Marie, is he going to indicate that it is our intention to 
have hearings or just be silent on that? 

The Chair: The committee will decide, but what I am 
hearing is that that decision has not been made and there- 
fore he could not indicate that we would be making the 
travel. The decision to travel has not been made at this 
point so any writings to any local mayors would not include 
any indication that we would come. It would just be a request 
for them to send information or send people, if possible. If 
need be, I guess the committee would have to pick up— 


Mr Sterling: I made my position quite clear, that I am 
quite willing to do it in the summer. 

The Chair: In the summer. 

Mr Sterling: That is fine. 

The Chair: Then if that is all we have as business, this 
committee is adjourned until next Thursday at 10 o’clock. 

The committee adjourned at 1634. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Thursday 28 March 1991 


The committee met at 1016 in committee room 1. 


CROSS-BORDER SHOPPING 


The Chair: I see a quorum. I think we should begin 
morning’s proceedings. This session of the finance and 
momics committee will be examining the question of 
ss-border shopping. To start us off with a general over- 
w is Anne Anderson, who is researcher for the committee 
| has been looking into this topic for some time. So if 
1 could begin. 


Ms Anderson: As there has been a lot of media atten- 
1 on the size of the problem, I thought I would start off 
h a look at the data to see whether it is just a recent 
maly or whether it is something that has been going on 
some time. 

Statistics Canada collects information on residents 
ning across the border, and in 1990, 31 million Cana- 
n residents came back into Ontario from the US. That is 
increase of 21% over the year before. If you want just 
put that into a little context, you can remember that 
fario has a population of about 9.7 million people, so 
-is roughly three trips per person if you average it out. 
s also a greater increase than happened nationally. 
en Canadians came back from the US, it was an in- 
ase of 17.6% nationally, compared with the 21% in 
ario. 

All these people are not necessarily shoppers. They 
Id be people who go on a business trip or to visit 
nds and relatives as well. But the surveys that I have 
<ed at, anyway, seem to indicate that at least half the 
ple who go to the US go to shop, and many of the ones 
) go for other reasons also shop while they are there. So 
ink you could consider a good proportion of the 31 
ion people as being shoppers. 

Another way to look at it is to look at the number of 
ellers who go across the border and return on the same 
and go by car. That, perhaps, is a more accurate reflection 
1€ more recent concern with cross-border shoppers. For 
ie people, in 1990, there were 22.4 million Canadians 
ling back through Ontario border points, and that is an 
ease of 25% over the previous year. That is roughly two 
ds of the 31 million who come back from the US from 
5 of all durations, whether by car or by plane or by rail. 

Now, I thought also I would like to put those figures 
1990 in some perspective and look at it over some 
?, SO there are a couple of charts on page 3 that show 
number of Canadians coming back through Ontario, 
ch I am assuming really applies to Ontario residents, 
€ 1980. You can see that it was pretty flat all the way 
ugh the early part of the 1980s, and it really started to 
ease after 1986 and it has been going up quite signifi- 
ly from that time. 





The bottom chart then looks at the annual change, and 
you can see that the three lines represent the total, and the 
people who came on the same day by car, which is what I 
am considering the shoppers, as well as the other people. 
In the last year, between 1989 and 1990, it looks as if it is 
just beginning to flatten out. So even though it increased 
very rapidly between 1986 and 1990, it is possible there 
may be a slowing down of the same-day shoppers. 


Mr Sterling: Anne, if I can just ask a question. It 
seems in 1982, right around there, there was a big blip 
there. Is there any explanation for that? 


Ms Anderson: I do not know that explanation on my 
own. There is a slight reduction just before that. I do not 
have an explanation for that one. 

I also thought it would be interesting just to have a 
look at the other provinces, too, because if they had a 
similar pattern then it would have some implications on 
whether it was specifically Ontario policies or whether it 
was the policies that apply to all provinces in the country. 
And on page 4, there are the two charts. The bottom one is 
on a different scale from the top one just because of the 
size of the numbers, but you can see that Ontario as well as 
New Brunswick and British Columbia in particular, and to 
some extent, Quebec, have all increased-their number of 
same-day trippers since around 1986-87. 

On that chart, Ontario has the largest number of trippers, 
but you might expect that, as Ontario is also the most 
populous province. So I have also looked at it on a per 
capita basis to try to even that out and see what the relative 
impact is on each of the provinces. On page 5, it appears that 
the relative impact is actually greater for New Brunswick 
and British Columbia than it is for Ontario, when you look 
at it on a population basis. 

Nevertheless, I think the charts all seem to show that 
there has been rapid growth in Ontario since 1986. It possibly 
might be slowing, although I am not sure there is enough 
evidence for that yet, and some of the other provinces, 
particularly New Brunswick and British Columbia, have 
experienced similar phenomena. 

The same data from Statistics Canada that the earlier 
ones were based on, actually counting the number of trav- 
ellers—they also do a survey on the expenditure people 
make in the States while they are away. The latest ones I 
have are for 1989 and they indicate that $260 million was 
spent by people coming back to Ontario from same-day 
trips—that is not from all trips, but just same-day trips— 
and a national $557 million. 

Mr Kwinter: On a point of order, Mr Chairman. Are 
we going to wait for our questions until the very end or 
can we ask them as we go along? 

Mr Sterling: I think it is better to ask them as we go 
along, as long as we keep it short. 


F-537 


F-538 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 








The Chair: Yes, whatever. Then you have a question, 
Mr Kwinter? 

Mr Kwinter: I do have a question. One of the con- 
cerns I have: figures that you have of $260 million by 
Canadians, so much per day trip for Ontarians, I assume 
those figures represent recorded expenditures? 

Ms Anderson: That is correct. 


Mr Kwinter: I would think they would be minuscule 
in comparison to the actual expenditures. 

Ms Anderson: Yes. 

Mr Kwinter: And I would say that more people do 
not report their spending than do report their spending 
coming across the border. That is just a gut feeling I have. 
I cannot prove it, but it would seem to me that in the times 


that I crossed the border, there are far more people who’ 


just keep going through saying they have nothing to de- 
clare than who say they do have something to declare, and 
I cannot believe that that is the case. Is there any kind of 
anecdotal information about that? 


Ms Anderson: I would agree with you that certainly it 
is the bare minimum that is shown here and is just what 
people declare and choose to declare in their surveys. I 
think some of the information that comes through later on, 
from surveys that different communities have done, will 
give you a bigger figure. I agree with you. I find that it is 
quite small as well. 


Mr B. Ward: Just following on Mr Kwinter, these 
statistics were gathered through customs? 


Ms Anderson: Yes. 


Mr B. Ward: And customs would correlate these fig- 
ures and this is where we are getting these statistics from? 


Ms Anderson: The statistics on the number of travel- 
lers supposedly is the actual number of travellers, and it is 
collected at the border. A sample of those travellers is se- 
lected to fill in forms that give more information about the 
purpose of their trip and how much they spent and that 
kind of information. The expenditure information on this 
page is taken from that survey. 


Mr Hansen: The other thing, too, is that when people 
do come across the border and say they bought $35 worth 
of groceries and declare it, there is no paperwork done on 
it so that has never been added in there. It is declared but 
not recorded. 


Mr Kwinter: Following that, if you have expendi- 
tures on a trip basis of less than $100, you can just make a 
verbal declaration and go through. 


Mr Hansen: That is not recorded, though. 
Mr Kwinter: That is not recorded. Exactly. 


Ms Anderson: Okay. Then I have taken those num- 
bers on that basis and just tracked those over time as well, 
having deflated them just to take out the effect of inflation. 
Both the Canadian spending and the Ontario spending in- 
crease, as does the average spending. I think a point just to 
note perhaps in the average spending is that it dips down 
down during the time of the last recession. 

One aspect of the cross-border shopping is that it 
would not be of as much concern, perhaps, if there was as 


many US visitors coming to Ontario shopping as tl 
were Ontarians going to the States, so I had a quick loo 
the number of American visitors to Ontario on page 8. 
the first half of the 1980s, all the way through up to 1! 


there were more Americans coming into Ontario than tl 


were Ontarians returning from a trip to the US, but 
rapid increase that Ontario has experienced has been ace 
panied by decline in the number of Americans con 
through to Ontario, which aggravates the seriousnes: 
the problem, I think. 

A number of the communities that are affected h 
commissioned studies on the impact that cross-bo 
shopping has had on the communities, and I cannot re 
speak for the studies beyond just reporting on what : 
that they have found, so I will just very briefly summa 
some of these. In 1989, Thunder Bay asked Ernst 
Young, a management consulting firm, to do a study 
outshopping in Thunder Bay. This was done on the b 
of data collected at the border, as well as interviews \ 
various affected people, and the consultants estimated 
the outshopping through Pigeon River, which is the Thu 
Bay border crossing point, was $15.4 million in 1988 
which is an increase of about 60% over the previous ye 


The number of travellers had increased by 30% in: 
years, and the number of people declaring duty to be 
increased 98%. They found that the products that had 
highest value that were being declared were cars 
motor vehicles, harvesters, lawn mowers and furniture 
well as some construction items like builders’ joinery, 
also auto parts. However, the greatest number of purch 
that people made were for alcohol and petroleum. 
reasons people gave for shopping in Duluth included lo 
prices, better service, greater variety and Sunday shopp 
This was in 1989. 


Mr Stockwell: Is that a priority? 


Ms Anderson: No, it is just a list. The factors 1 
identified as contributing to the outshopping were comp 
tive taxes, retail pricing and service performance, retail c 
a vacation mentality, aggressive marketing from Dul 
the free trade agreement, exchange rate fluctuations 
general economic prosperity. 

In early 1990, the Committee for Fair Shopping, wl 
was concemed with Sunday shopping, commissioned a $ 
by John Winter Associates on outshopping from Nia 
Falls, and they did their research on the basis of a sur 
They found that half of the city of Niagara Falls 
shopped in the US in the previous two months. The res] 
dents shopped there almost once a week, and those ' 
went shopping on Sunday did it almost every other § 
day. Twenty-five per cent had shopped in the US n 
frequently than the previous year, and the people whov 
tended to spend more money, have larger families an 
younger than the people who were less frequent shoppé 

The main reason given for shopping in the US 
lower prices, which were also affected by the value of 
dollar. Highest average expenditure was for small af 
ances and items for the home, and again, most freq! 
purchases: groceries, gasoline and clothing. They 
found that the probability of shopping in the US rises! 
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ome. They estimate that supermarkets lose somewhere 
the region of 11% to 15% of their overall grocery trade to 
US, and they extrapolate that to the region of Niagara to 
95 million in sales, representing possibly over 1,000 jobs. 


0 


Mr Sutherland: On the comment about those with 
her incomes shopping in the US in the Niagara Falls 
dy, was there any information to support that in the 
er areas? 


Ms Anderson: In one or two of the other studies I 
ume we will come to later—there is particularly another 
dy on Thunder Bay, where it seems as though the people 
o go to Duluth are middle-upper-income and are more 
cated people, and they associate that with general tourist 
laviour. Going from Thunder Bay to Duluth, at any rate, 
much longer trip. It is a four-hour drive, so you do not 
; cross over to go and buy milk. People look on it more 
entertainment value than just shopping, and it tends to 
correlated somewhat with income. 


Mr Sutherland: That is a great anomaly, that those 
0 have the higher incomes and who can probably most 
rd to shop in the province are going across the border. 
1 would think it would be some of the lower-income 
ple who thought maybe prices are too high or do not 
e as much disposable income who would be doing that. 


Ms Anderson: There is a comment in the Windsor 
vey that, although the higher-income people were the 
s who were doing it now, the people in the survey who 
icated they were going to shop more frequently in the 
ire tended to be the lower-income. 


Mr B. Ward: Following up on Mr Sutherland’s com- 
its, do you think that in the past, shopping in the States, 
‘icularly Niagara Falls, was approached as an entertain- 
it type of event that people who had greater disposable 
yme would perhaps look on as spending a day in the 
ted States to do shopping, go out for supper, etc, 
sreas the lower-income groups or individuals very 
ly went out for an entertainment event anyway? In the 
, do you think that is one way that the statistics could 
yerceived? 


Ms Anderson: I think that is one factor in it, yes. 
ple would go for a trip or a day excursion and say, 
‘ll let’s go to the States, and while we’re there, we’ll do 
e shopping.” I am not sure that that applies to the 
dle who are very close to the border any more; it is 
dle who are 15 or 20 minutes away who can go and 
>a lot of money. They go and fill up their gas tank and 
milk by crossing the border and coming back again. 


Mr B. Ward: Yes, they are passing, say, away from St 
larines, which is a distance away, so to speak. They 
Id have looked at it as an entertainment aspect. 


Ms Anderson: John Winter Associates also did a 
y for Windsor of their downtown market, and there 
one section that looked at shopping in the United 
2s. They found, again, that quite a lot of Windsor sales 
> lost to stores in Detroit. As in the other surveys, 
ries, gasoline and clothing were the most common 
S$ purchased, and two out of five consumers went 








across the border just to pick up one item at a time, which, 
again, is not the people who are going for entertainment. 
Those would be the people who would go for a particular 
item that is much cheaper there. Their Survey indicated 
that 10% of the retail trade was lost from Essex county, 
which the is county closest to the border, representing 
about $60 million in sales and about 650 retail jobs. 

They felt that cross-border shopping was likely to in- 
crease, and from farther away as well. Again, the main 
reasons given were price and selection, and the GST was 
expected to create an additional reason for people to shop 
across the border. 

In their survey, the typical shoppers tended to be younger 
than average, large family, relatively high household income, 
but those who intended to shop more often in the US would 
have the lower-than-average income. 


Mr B. Ward: In the study done by John Winter Asso- 
ciates for Windsor, the main reasons given for shopping in 
the US are price and selection. I have always assumed that 
we have had pretty well the same products available in 
Canada and in Ontario that they would have in Michigan 
or New York state. Did they define what selection was or 
was that just a feeling that there was greater selection? 

Ms Anderson: I did not see the background data that 
went into that one but I think from some of the things that 
I have read elsewhere that some people feel there is a 
wider range of products available, there is a greater selec- 
tion of certain things in the States than there is here. I have 
also seen studies that say it the other way, too, and I do not 
think that is conclusive at all. But my reading of that was 
that it was a greater selection there than here. 


Mr Hansen: I do not know if everybody has had a 
chance to look at the John Winter Associates main brief and 
what it says: “What are the main reasons for shopping United 
States?” It is “lower prices, better value and savings” — 
65.7%. “Not too far away” is 7.6. I am just going to go 
down the first couple there: “better selection” was 7% and 
“lower gas prices” 5.9 and “stores are open on Sunday 
United States” 1.9%. You know all indications are that the 
stores are open on Sunday; that is the reason why. But 
when people take a look at it, overall shopping in the 
United States is only 1.9. It goes right down to the bottom, 
which is 0.3. I like the margin, but I think if you stand at 
the bridge and take a survey of people as they are going 
across, it is different from the survey that you actually take 
in the community. So I think sometimes we should take a 
look at where some of these statistics are coming from: at 
the bridge or in the community. 


Ms Anderson: Right. 


Mr Phillips: Just a really small point, but on the “two 
out of five go across just to pick up one item,” I think the 
research says one commodity. It could be they are going to 
pick up groceries as opposed to one item. Because if it is 
just one item I would be amazed at that, but it is one 
commodity, I think. 

Ms Anderson: Okay. One of the more publicized 
studies recently has been one that was done by Ernst and 
Young for the chamber of commerce in Sault Ste Marie, 
which was again based on border crossings; also Customs 
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Canada information and a telephone survey. They found 
that between 1986 and 1989 there was a 74% increase in 
declarations at the border, 207% increase in the B15 forms, 
which are the ones you complete when you pay duty, and a 
92% increase in verbal declarations. Only the verbal decla- 
rations increased at a rate greater than the national average. 
The 1989 cross-border shopping in the Sault is estimated 
at $39 million, which peaks in July and August of each 
year. Quite a lot of the cross-border shopping is quite sea- 
sonal and is different for different months. In the survey 
they did 36% had bought gasoline over the last 30 days 
and 27% had purchased milk and groceries. That seems 
similar to some of the other surveys. As a result milk sales 
per capita and also beer sales per capita have been declining 
in the Sault. 

They estimate that the loss of goods and services to- 
gether in 1990 would be $104 million, and if you look at 
the indirect effect of that as well, they estimate a total loss 
of $141 million. 

Mr Stockwell: When they do those estimates, they are 
doing it on the basis of what is declared? 


Ms Anderson: Yes. 


Mr Stockwell: So they are saying $104 million, but it 
could be $400 million, $500 million? 


Ms Anderson: Yes, it is based on surveys, and they 
have an economic model, a community impact model that 
they ring through as well. 

Mr Stockwell: These numbers are numbers. They are 
not very accurate, I would— 


Ms Anderson: Not necessarily, no. 


Mr Stockwell: I think almost conclusively they are 
not very accurate. You could talk 4 or 5 times that. 
1040 

Mr Hansen: I think to get a better bearing on these 
statistics here, what we need is the number of cars that» 
travelled and the number that declared, to show a percentage. 
I think this is what Mr Stockwell was looking at also: the 
number of cars that are travelling across that go through 
with this $40. To get an average declared amount that 
passes through the border, we need a better idea of exactly 
the total. I think you are right in the ballpark there at $400 
million when $100 million is declared. 


Mr Stockwell: I do not think we can get that figure. It 
is very high. 

Ms Anderson: Yes. They are the only figures that 
very much are around. It just gives you some feeling for 
the minimums that are there. 


Mr Stockwell: Not having your research, I under- 
stand. I do not think we need the figure. 


Mr Hansen: It is very high. 


Ms Anderson: Yes. So apart from those studies, it 
seems to me that it confirms what you saw before: that this 
cross-border shopping is happening with increasing fre- 
quency. There are very frequent purchases of milk, groceries 
and gasoline, and also of larger items such as cars, furniture 
and clothing. The reasons that come out from those surveys, | 
think, are the lower prices and the value of the dollar. 


The Ministry of Industry, Trade and Technology 
be coming here this afternoon to give a presentation, 
am not going to go into its examination very thoroug 
just to point out that it had looked at this in conjunc 
with a lot of the communities and had come out in the 
of last year with a marketing and action plan to help | 
communities counter the effects of cross-border shopp 
In that action plan, they estimate that Ontario has | 
losing $340-$360 million a year in retail sales, with 
vincial revenue losses of between $40-$50 million. 


The Chair: When did MITT develop this marke 
framework? 


Ms Anderson: They were doing it during the co 
of the summer and in the early fall. I think it came 
around October or something like that. 

What I have done so far is describe what people | 
found has been happening. I felt it would be useful tc 
to look at what might be some of the underlying causes 


Mr Phillips: Just one quick question. The $340-$ 
million in retail sales per year—what would that be 
percentage of total retail sales? Just a ballpark. 


Ms Anderson: I was trying to get that on my 
over here actually, and found that the relevant docur 
was not in the library. But in 1985, total retail sales we 
think it is, $45 billion in Ontario. So it would be sig 
cantly more than that now. 


Mr Phillips: So maybe somewhere between 1% 
2% of the retail sales, do you think? 


Ms Anderson: It was $49 billion in 1985, and I 
get the updated figure so that we can get some percent 

One of the most frequently cited reasons for going 
is lower prices, particularly gas and dairy products, as 
as clothing and household items. Also mentioned had | 
the free trade agreement, Sunday shopping, and the tot 
the entertainment value of shopping. Sorry, that was 
mentioned, but that is a conclusion that I looked at. 

It seems there are several underlying causes fot 
price difference, and I am sure there are many more tl 
have listed, but this will be a start. There is the exchi 
rate, perhaps; lower US costs, which could come | 
lower taxes and a variety of sources; lower retail real e 
or leasing costs; lower prices on foods that are not 
duced under supply management. There is also aggre: 
US advertising, non-collection of Canadian sales anc 
cise taxes, including the RST, and also there is the gr 
of the discount malls on the other side of the border, w 
I think are attracting a lot of people over from Ontario. 


Mr Sutherland: Just on the issue of the aggres 
US advertising, I recently saw in one of the papers 
they tried to do an analysis of how much money you act 
do save by going across the border. They included 
gas to go there, your toll and then that is on the dec 
items. I am just wondering how much thorough ana 
has gone on in terms of deciding how much peopl 
really saving versus the perception of what they are sa 
in terms of seeing the price in the ad. You know, thet 
price of the milk is very cheap, but to do that—is there 
real analysis of what the costs are? 
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Ms Anderson: I have not seen anything on that line at 
_ and I think that is a very large part of it, actually. I 
nk that a lot of people now feel that they are going to get 
ood bargain by going over because there has been so 
ich publicity about it, and I do not know that anybody 
; really looked at that. I think it would be an interesting 
ject. 

The exchange rate: A lot of people have mentioned the 
change rate, so I have graphed the exchange rate be- 
sen Canada and the US since the time when I had got 
early data on the same-day travellers. You can see that 
line is very similar since 1986, which is when the rapid 
rease in travellers to the US started, but it does not 
low the same trend in the earlier part of the 1980s. In 
t, in 1980 the value of the dollar was very similar to 
at it is now without any similar increase in cross-border 
yppers. So I think it may be a factor now but it is not the 
y factor in drawing people over to the States. 


Mr B. Ward: In the 1970s, when the Canadian dollar 
s relatively higher even than it is today, do we have any 
tistics that go back that far to see whether that had any 
oact on people shopping in the United States? 


Ms Anderson: | did not look further back than 1980, but 
10w it goes back at least to 1975, the data they have, and I 
| look at that and see whether there is any relationship. 


Mr Brown: Mr Chairman, I am interested in this 
iph. It would be interesting to see an overlay of 
tario’s economic growth put on the same chart because 
ave a feeling, just looking at it closely, that this would 
yw that our growth was at its peak when exchange rates 
re at the bottom. I do not really know what that means, 
I would be interested to see the information. 


The Chair: I am not sure that that would have any- 
1g to do with cross-border shopping, but it would be an 
resting overlay. 


Mr Brown: I am always looking for interesting over- 
S. 


Mr Jamison: We have talked about certain impacts 
t really combine to put this cross-border shopping in the 
ids of people and then leave it there and really be at- 
tive to people. 

I know of people who cross the border particularly to 
' the sin tax items such as cigarettes. It costs $42 a 
ton here for cigarettes, $18 at the border for cigarettes. 
eems to me that that has not been weighted in. If you 
a smoker, I am sure that is reason enough to go in the 
t place. Once you are there, then it is reason enough to 
some other shopping, too. I think the alcohol-tobacco 
le in itself is an attractive enticement to people to go 
dss the border. The average smoker smokes a pack of 
arettes a day. That in itself is a tremendous potential 
ing for that individual. So I believe that as we tax those 
ducts to a greater level and a greater extent than what is 
ipening in the United States, it naturally creates a mag- 
$m to get over there and buy Canadian cigarettes at 
'a Carton. 


Ms Anderson: | think the same thing holds for gaso- 
-and often for milk and for alcohol as well. They are 





the drawing cards that take people over there, and while 
they are there— 
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Mr Jamison: I just wanted to make it clear that the 
Sin tax items are a major draw, in my mind. They almost 
turn the key and start the person’s motor. 


Mr Hansen: What Mr Ward brought up on the US 
exchange rate, the chart on page 8, travellers to Ontario 
from the US: you show in 1986, when the dollar dropped, 
the number of Canadians going to the United States sort of 
dropped also; but what you did see when the Canadian 
dollar did drop is an increase in American tourists. So if 
you are looking for an answer there, I think it does have a 
teflection on the dollar. 

I may be jumping the gun a little bit here, but we talk 
about aggressive advertising, and this appears in the St 
Catharines Standard quite often. It says: “Attention Cana- 
dian shoppers. Beat the recession and the GST. Order your 
Canadian discount USA today and save hundreds and 
thousands of dollars.” My wife says, “You know, the more 
you keep talking about this issue, the more you are selling 
people to shop in the United States, because it’s a deal.” | 
do not know where-we stop, and the answers we are going 
to come up with. But this is Creative Investments, Promo- 
tional Marketing Dept, 4750 Valley Way, Niagara Falls, 
Ontario. For $27, including all taxes, you get this card to 
get 10% off in the United States. Just about a week ago in 
the St Catharines Standard there was a flyer, and it says 
right on it, “Printed in USA,” and inserted in the St Catha- 
rines Standard. What we have to understand is that Cana- 
dian businessmen, to advertise in the United States, will 
not be getting the tax breaks on the advertising that is 
going on there. I think that is one area we have to take a 
look at to be on a level playing field. The American retailers 
are able to advertise in our papers and get a tax break, 
where our Canadian retailers do not get that tax break. 


The Chair: I do not even think they can declare that 
tax break here in Canada as part of their costs. 


Mr Hansen: But printed in the United States, they 
would write that off. Just an insert. 


Mr Kwinter: I think there is a correlation between the 
products that are being bought the most in the United 
States and the need for those products. For example, if you 
are buying clothing—and unless it is branded merchandise, 
it is very difficult to really compare—you can go over to 
the United States and you can see merchandise that comes 
from Hong Kong or Taiwan or somewhere else. It may be 
marginally cheaper, but there is really a judgement call as 
to whether it is a good deal or whether it is not a good 
deal. Most people calculate that, when you add the ex- 
change, when you add everything else, it is pretty well the 
same price. 

But where you really see the difference is if someone is 
a smoker. Because it is an addiction and they have to 
smoke, they can see it right away. If I buy a package of 
cigarettes in the United States, it is going to cost me X; if I 
buy it in Canada, it is going to cost me Y. It is the same 
thing with milk; it is the same thing with beer or liquor. 
These are things that they buy on an ongoing basis and 
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they can see the very significant savings that are there. I 
would also suggest that because the surveys do not take 
into effect the GST, that is really going to exacerbate the 
situation. 

I spend my vacations in the United States. I have a 
place down in Florida. There are lots of Canadians and 
they all say the same thing, “Can you imagine if I had 
bought this?” They discount the state tax, which is rela- 
tively minimal. They say, “If I had bought this’—never 
mind the price—‘“automatically I would be paying 15% 
more just because of the retail sales tax and the GST.” And 
as that hits home, there are going to be more and more 
people saying, “It pays to go to the United States.” 

There are organizations that are printing newsletters in 
Ontario, sending them to Ontarians, and not just in the 
border cities, but sending them to people in Toronto and 
people farther from the border states than Toronto. They 
are organizing buses to take these people over to the 
United States for shopping expeditions, saying, “The cost 
you are going to pay for the bus and everything else will 
be more than offset by your savings.” 

I think the situation is going to get worse long before it 
gets better unless we do something to counteract it. I 
would hope that this committee, once we get past the ini- 
tial examination of the research, will start addressing those 
concerns. 


The Chair: That is the stated goal of the committee, 
to try to come up with some recommendations that we can 
give the Treasurer or Revenue on this issue. 


Ms Anderson: I wanted to turn to the price of gas. 
That seems to be one of the big drawing cards to get 
people to go over to the States, particularly the close ones. 
I have some information from the federal government, 
from the Department of Energy, Mines and Resources. 
They collect the average retail gas price for Canadian and 
US neighbouring cities, and you can see on page 16 that 
there are six US and eight Canadian cities, one of which is 
Toronto. These prices are a weighted average of both full 
service and self-serve stations. This particular one is for 
regular unleaded gas and it is the full pump price, so it 
includes taxes. In January of this year the average price in 
Toronto is 57.5 cents and in Rochester would be 41.8 
cents. There is a difference of almost 16 cents a litre in that. 


The Chair: Did they factor in the smaller American 
gallon? 


Ms Anderson: Yes. That allows the exchange rate and 
converting to that. 


Mr Hansen: Another thing, too, is when they say 
$1.04 for a US gallon, you have to realize that is a very 
low-octane gasoline they are quoting. Most people who go 
over to the States do not buy the lowest grade, but buy 
either the medium or high-test grade; I forget exactly what 
the octane is, but it is a lot lower than what you would buy 
over here. You would not put it in your average car. 


Mr Phillips: It looks as if Canadian gas is about 50% 
higher than the US. Is that the kind of conclusion we 
should draw from this? I mean, I assume they are apples to 
apples here. 


Ms Anderson: Perhaps not quite as much as that, 
yes. ; 
Mr Phillips: I just look at 40 cents to 60 cents acros 
board here generally. Anyway, it is between 40% and 5 


Ms Anderson: Yes. I took the line that has the C 
dian average and the line that has the US average 
looked at the difference between those over a perio 
time. They have the information going back to 198 
have not been able to get it further back than that at 
moment, but if you look on page 17 you can see the di 
ence between the Canadian and American averages, | 
with taxes and without taxes. It can very easily be seen 
a lot of the difference is in the additional taxes in Can 
If you look in 1990, the difference was 20.7 cents a lit 
you include taxes and 5.8 cents a litre if you exclude ta 


Mr B. Ward: I could be wrong, but it is my per 
tion that the Americans still import a large amount of 
oil, which they refine for their gasoline. Does the oil 
gas branch of Energy, Mines and Resources Canada | 
an explanation? When you take away the taxes, our ¢ 
are still higher than the American. Do they have an ex 
nation as to why that would be? 


Ms Anderson: I have not gone into that, althous 
you look on the next page, there is just a rough breakd 
of the components of the price. On those two bars, 
bottom is the crude cost, which actually looks to m 
though it is very similar. The Canadian cost for refi 
and marketing is slightly higher and then the taxes 
higher still. . 

If you want to look at it specifically in Toronto, or 
next page, you can see the components for the Tor 
price of gas. The crude cost is 26.5 cents a litre—this 
December 1990—federal tax 12.3, provincial tax 11.3 
fining and marketing 8.7, for a total of 58.8 cents a | 
The federal tax would be about 21%, provincial tax a 
19% of that total price. 
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The Chair: Why would the refining and marke 
costs in Toronto be so much lower than the refining 
marketing costs in Calgary? 


Mr Kwinter: Mr Chairman, I hate to take the tim 
this committee, but I think it is important. The Minist 
Consumer and Commercial Relations, and every min 
before and since me, always has to answer for gas 
costs. They have really nothing to do with it; it is a fec 
issue. But there is something that most people do not ur 
stand, and I listened to my colleagues in the House s 
up and they are always railing about how come the cos 
northern Ontario and eastern Ontario are so much high 


Interjections. 


Mr Kwinter: It is a common question, but I think 
have to understand the issue of gasoline marketing. V 
happens is that the Toronto market, which is the most ¢ 
petitive market in Canada, is an unnatural market. Ther 
guys—and we had problems when we were in governme 
who can go across to Buffalo and buy a tankload of gas 
on the spot market, bring it across and sell it throught 
unbranded stations; if the going rate is 45 cents a litre, 
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| it at 41. They still make a very healthy markup. But 
xy are jobbers: They do not refine it, they do not do 
ything. They just go and buy spot oil and bring it in and 
] it. And people, in their buying of gasoline, and the 
ne thing with cigarettes and milk and beer, that is why 
*y go to the United States: They are very, very price 
nscious. 

People are, in many ways, illogical. They will be driving 
mg a road and they will see gasoline at 43 cents. They 
ll drive four miles and see it at 45 and say: “Oh, my 
yd. I missed that station.” They will turn around and they 
ll drive back to buy it at that 43 to save the two cents a litre, 
d they have spent more gas going back to get it than 
lat they save, but they are very, very price conscious. 

And the gasoline companies are very, very price con- 

ous, and they want to try to keep their market share. So 
iat happens is that these what they call renegades come 
and sell it four cents below market. The next day, the 
soline companies decide, “We have to meet the competi- 
n,” so they will take it down and they are, in fact, not 
ning the kind of money they normally would like to on 
ir gasoline to get a fair return on their investment, but 
y are trying to meet the market, and as soon as this guy 
1s Out of his gas and has to buy it through his regular 
annels and puts the price up again, they put their price 
So it is a very, very fluctuating market because of the 
petition. 
The minute you get out of that market, and the minute 
1 get into these remote areas where you do not have a 
vice station on every corner or every three blocks or 
sry six blocks, then they have a stable market and they 
’, “This is the price we should be getting to get our kind 
return, and that’s what we’re charging.” It is the compe- 
on, it is the market that dictates the fluctuation. They 
1 decide, “Competition be damned; we’re going to keep 
‘price high,” but they will lose market share. And the 
son people go to the States—most people could not 
e less what brand of gasoline is in their car, as long as 

price is right. You cannot refine gasoline in your back- 
d obviously—it is gasoline that is going to work. They 
and buy it, and buy it strictly on price. That is what 
ypens. As I say, when this thing came up when I was the 
aster, I visited all the gasoline companies and I was 
isfied that is a fact of life. 
Now, the federal government has set up, to my knowl- 
ge, at least three royal commissions to look into the 
cing of gasoline, and every one of them has come back 
| said, as far as they can tell, there is no collusion, there 
no artificially high prices. It is a problem because it is 
: of the few products that fluctuates so rapidly and there 
he feeling that, how come everybody is at the same 
>? The reason for that is the competition, because if 
1 drive down the street and one guy has it at one price at 
» corner and it is one or six cents or two cents or one 
th of a cent cheaper across the street, that is where you 
going to go, unless you have a credit card only for that 
» guy. But generally, if you have a general credit card, 
i will go wherever the price is cheaper, and that is why 
y are always trying to match each other’s price, so 
1eone does not get a price advantage on it. 





I am sorry for the lecture on gasoline pricing, but it is 
something I spent a lot of time on, and it is something that 
Is very emotional, and people go crazy. 

Just let me just finish with one other thing. When I was 
minister, the price of gasoline on one particular day went 
from 34 cents a litre to 42 cents, and everybody went wild. 
They were calling for public inquiries, royal commissions 
and everything else. And the main problem was the big 
jump overnight. 

Very recently, within the last two months, the price of 
gasoline has been up to 62 cents a litre. It has dropped 
back again, but right after the Gulf war started, it went up 
as high as 62 cents. But it was a very gradual increase, and 
people were unhappy but they were not calling for any- 
body to do anything about it because it was gradual. It is 
the big jumps and the seeming collusion. How come they 
are all at the same price and they all change at the same 
time? The reason is very simple: They are meeting their 
competition because gasoline is so price-sensitive that people 
will go wherever they can get the best price. 

Mr Sterling: Sounds good to me. 

Mr Kwinter: The end of the lecture. Sorry. 


Mr Sterling: What is the moral of all this, Mr Kwinter? 
We need more jobbers or more spot price people or what? 
We need them in eastern Ontario, I will tell you. 


Mr Kwinter: The moral of the story is that the petro- 
leum refining business has barriers to entry. As I say, the 
jobbers are buying excess gasoline on the spot market. But 
you cannot set up a refinery in your backyard. The cost of 
being in the refining business is billions of dollars, and the 
moral of the story is that unless we can get greater compe- 
tition in the field—which is what happens in Toronto and 
does not happen up in the north and in eastern Ontario, 
where there are far fewer gas stations and where you may 
have one or two in a 50- or 60-mile range—they have a 
captive market. They charge the price they want to charge, 
and if you do not like it, you do not drive. It is as simple as 
that, whereas in a very competitive market, competition 
works. Competition is in there, and these guys do not 
make money, but they make money on everything else and 
they keep their market share for the time where they can 
increase the prices. 

So there is a lot of pressure on the gasoline companies 
in the metro areas and in the border towns. If they try to 
get the gasoline prices as high as they can get them so they 
can make what they think is a legitimate markup, unfortu- 
nately the market works against them. I am not crying for 
the gasoline companies. I am just telling you the facts as 
they are. 


Ms Anderson: The Ontario Border Communities Task 
Force on Cross-Border Shopping, when it came to the com- 
mittee for pre-budget consultations, had some information 
about gas prices then. I believe they are coming to these 
hearings in two weeks’ time, so I will not go into that in 
any great detail. 

They just mentioned that the border communities, they 
estimate, lose 300 million litres annually in sales, and that 
the revenues lost as a result of that, $116.4 million, of 
which almost $34 million are provincial taxes. One of the 
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solutions they are promoting is the use of graduated gas 
tax zones from the border, but I am sure they will go into 
that in more detail when they come. 

Another item that has been mentioned as a drawing 
card is the price of milk. The federal government and Agri- 
culture Canada have undertaken several studies to look at 
this in some of the provinces, as a result of people going 
over the border so much. They have already completed 
studies in British Columbia and New Brunswick. They 
have done one in northern Ontario, which I believe was in 
Sault Ste Marie, which is completed but not yet released, 
and they are apparently doing one for several border points 
in southern Ontario. 

In the studies they did on the east and west coasts, they 
found that for the price of milk, if you take 2% milk in 
New Brunswick, it was 41% to 70% higher in Canada, 
and in British Columbia it was between 36% and 60% 
higher. They estimate that the two provinces are losing 
4.2% of sales in New Brunswick and 7.6% of sales in 
British Columbia to the United States. There is a similar 
situation for cheese, although it is not as bad in New 
Brunswick as in British Columbia. 
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The next page just shows this graphically for the price 
of 2% milk. The difference is a little under half the price, I 
would think. This was in 1988, I point out—not very cur- 
rent, but I do not believe it has changed. 

Another factor cited quite often is taxation. I have not 
looked into this in any great detail at this stage. I just want 
to draw it to your attention. There is a study that the Canadian 
Federation of Independent Business has done on taxation 
and cross-border shopping, comparing two cities in Ontario 
and the US. I heard something on the news this morning, 
too, that they have done one, I think, between Quebec and 
a neighbouring state. They looked at the effect of total 
taxes, which would be wages, local taxes, income and capital 
taxes and commodity taxes, and they find that both large and 
small businesses in Toronto have a higher tax burden than 
their counterparts in Buffalo. You can see that demonstrated 
on the graphs on page 24, which I copied from their brief. 

They attribute a lot of the difference, particularly in 
Toronto, to higher local taxes, particularly for the small 
firms. The situation is similar in Thunder Bay and Duluth, 
although it is not as severe. The Canadian Federation of 
Independent Business is also scheduled to appear here in a 
couple of weeks’ time. 

Another item mentioned is the non-collection of duties 
and sales tax at the border. Revenue Canada is responsible 
for the collection of federal customs and excise taxes..It 
does not collect provincial retail sales tax. In March this 
year the Minister of Revenue announced a new system to 
try to speed up visitors, or residents returning across the 
border from the US, and as a part of that program, that 
express lane, they have devised a system to expedite the 
payment of duties. Under this system, residents can apply 
to the government and give a VISA or MasterCard credit 
card number. They will receive cards which have different 
kinds of duties, different goods on them, with blanks to be 
filled in, rather like a lottery card would be, so when you 
return and cross the border, you can go through the express 


lane, put your card in a box and go right through. 

cards are collected and duties are calculated, then cha 
to your credit card. This is happening in British Colur 
at the moment, and they are planning to try it in Ont 
too. When I talked to Revenue Canada they were reluc 
to say exactly where in Ontario they are going to try 
heard they are planning to start it in May, but they 
fairly non-commital at this point. 

I do not know now whether this will help or hinde: 
cross-border shopping, whether it will ensure more co 
tion of duties or whether it will encourage smuggling r 
for having the express lane. We will have to see thé 
certainly does not help the collection of provincial taxe 


Mr Phillips: Two things. One is just for your direc 
on the role this committee should be playing on cross-bo 
I think mail order is a growing issue, but I do not k 
whether you put some bounds around what we are goit 
deal with on this particular committee or not. 


The Chair: We have not put any bounds on it. It 
the issue primarily, though, is to investigate why peopl 
across the border and shop. 

Mr Phillips: I tend to think that is probably rig 
just think that if we get beyond that, this could be bi 
than life itself. 


The Chair: I have not heard anybody really as 
look at mail order. 


Mr Phillips: It is just that it is in here and I think 
going to be growing. But I agree with you; I think 
would get into more than that. My detailed question 
is, what are the kind of general duties on these things, 
so I have some scope to think about and take- 


Ms Anderson: On things like milk? 


Mr Phillips: Can you categorize groceries? I just! 
no idea personally. 


Ms Anderson: Can I bring that back to you this a 
noon? I have the tariff schedule, but it is in my office. 


Mr Kwinter: Maybe I can be of help. Eighty per 
of all of the goods and services before the free trade as 
ment were duty-free. Twenty per cent of the goods 
services that were dutiable or had a tariff on them aver. 
between 7% and 10%. The tariff ranged from a low of 
than 1% to about 40%, but on average it was betweer 
and 10%. That, of course, over the next five years an 
years is going to be reduced to zero. It comes down 
tenth per year for 10 years and one fifth per year o1 
five years. So that is the range we are talking about. | 
with the specific items, I would imagine it is not just 
cery; it would be meat products, dairy products, it w 
be those categories. It would all have a different tl 
depending on the protections they are given. But the ger 
between 7% and 10%, is the tariff that is in place. 


The Chair: The other thing, to refer to Mr Kwint 
we have some very high standards in terms of fat co! 
in our meat and so on that are not in the meat acros: 
border. I guess if people go across the border and the} 
they are getting a deal, are they really getting a deal i 
or 7% or 8% more of the meat they are buying is gol 
dissipate in terms of fat? So there area lot of factors he 


28 MARCH 1991 


F-545 





Ms Anderson: The next section was the free trade 
reement, but I think it has almost been covered, except 
it I have a feeling that a lot of people had high expecta- 
ns of lower prices when the free trade agreement came 
o place. And when those were not realized immediately, 
cause of the longer implementation period, a lot of them 
ve been encouraged to go across the border and get the 
ods at a lower price there. I think a lot of the effect of 
» free trade agreement at the moment is one that is per- 
otion rather than reality. 

It will develop more as time goes through. But I think 

erall the effect on the duties at this stage is not great. I 
it have listed the schedule that Mr Kwinter was mention- 
s before. Just a couple of examples: The duties went off 
mediately on things like telephone handsets and skis 
d computers. They are coming down in five stages on 
ngs like coffeemakers, hairdryers. The slowest stage, the 
equal annual stages would apply to, I think, things like 
Ik, cheese and also clothing, which are items that are 
en bought in the States. 
Distance from the border obviously has some impact 
how often people go across. John Winter described a 
le model. There is a convenience zone that is within 15 
nutes of the US border, where people just go back and 
th very easily for milk and groceries. A larger one takes 
re like an hour to drive, and people will go and buy 
thing and small appliances. About half the Canadian 
dulation lies within an hour’s drive of the US, according 
nim. The third zone goes up to an hour and a half, where 
yple would more likely go for the slightly bigger items 
th as electronic items. I have a feeling that those dis- 
ces have actually expanded and that people even from 
hour and a half will be going to buy clothing and not 
t for the big, infrequent purchases. 


The Chair: Yes, in Ajax I had a phone call on the 
ekend and they indicated that they go down on a regular 
is even from Ajax, and that is two hours. It is two hours 
drive from where I live to Buffalo. What was really 
resting was he said he was going down to buy a VCR. 
said he could get it for $200 and I had seen a VCR in 
newspaper for $249. I figured that with exchange rates 
vorks out to be almost the same price. No, no, he is on 
way down. 

0 
‘Ms Anderson: Finally, just to elaborate a little bit 
re on what we were talking about earlier on the link 
h tourism, how it seems as though people who come 
n further distances will go to the US as part of an 
ursion or a trip and do their shopping while they are 
‘e: There is a study going on at the moment in Thunder 
1, One half has been done, which was looking at a 
vey of people who go from Thunder Bay to Duluth, and 
second half is under way at the moment for the return, 
ple who come from Duluth to Thunder Bay. They also 
nd that it was the wealthier and more educated resi- 
ts who went down to Duluth, and almost all did shop- 
3 while they were down there; for 45%, it was the main 
vity they did when they were in Duluth. However, 
mn they were asked to rate Duluth and its attractions in 








relationship to Thunder Bay, about half of them found it 
was as good as Thunder Bay was. The authors concluded 
that this supported the idea that people wanted to go just 
for the change and for the trip, not necessarily specifically 
to go and buy certain items. 

I think Thunder Bay is slightly different from some of 
the other crossings because it is more isolated. It is further 
from the nearest big city and its closest city is in the States 
rather than in Canada. 


Mr B. Ward: Within one hour’s drive: they included 
Kitchener in that area. They must be going at a pretty good 
clip to make the border in one hour from Kitchener. I am 
assuming that when they did this study, they did the speed 
limits. I think Kitchener is more than one hour, because I 
think it is at least an hour from Brantford. 

The Chair: It took us an hour and a half from here to 
Niagara. 

Mr B. Ward: Yes. The consultant made the statement 
that almost half the Canadian population lies within one 
hour’s drive of the US. Well, that would put that statement 
out of whack if they have used the wrong regions. 


Ms Anderson: I would tend to agree with you. I think 
the idea was that there were kind of zones of distances and 
people would buy different things coming from those dif- 
ferent zones. 


Mr B. Ward: Perhaps they fudged to a degree. 

The Chair: Moved the border? 

Mr Phillips: No, no, lowered speed limits. 

The Chair: We are beginning to get through this. I 


had thought about taking the bridges down and making 
them paddle across. 


Ms Anderson: Another tourism study that relates to 
this somewhat is a competitive assessment between Niagara 
Falls, Ontario, and Niagara Falls, New York, that was done 
in 1989. They found that although Niagara Falls, Ontario, 
had a lot of natural advantages, these could be overcome 
by man-made attractions in New York. On the New York 
side, all the levels of government were working together to 
help give incentives for the development of things like the 
discount malls and other large packages that were attract- 
ing people into the New York side of Niagara Falls. They 
did find that there did not seem to be any major price or 
quality differences in accommodation or attractions except 
for alcohol and gas. So it seems as though Niagara Falls, 
Ontario, is beginning to be challenged more and more by 
man-made attractions in the US rather than— 


Mr Phillips: Person-made. 


Ms Anderson: Person-made. I am sorry. 

Finally, one last study I saw was done by Americans 
looking at the effect of Canadian tourists in Washington, in 
the city oANSpokane. They found that three quarters of 
the people from Canada who came to Spokane went there 
to shop. Almost 60% stayed for two nights. The majority, 
again, were middle income. They were worried about it 
because they felt this was not enough. They were compar- 
ing it, for example, to the Mexicans going over the border 
to Arizona, who spent $517 million in a year, whereas 
Canadians going to Washington spent only $17 million. So 
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they were trying to go at it from the angle of trying to 
encourage more Canadians to go shopping. 

Finally, those are just some of the issues and some of 
the underlying causes. There are many others that I have 
not begun to look at yet. One was alcohol, which has been 
discussed. Another is whether or not all goods are cheaper 
in the US or whether there are some here that are better. I 
have seen some surveys of food baskets, for example, 
where, when you add up the whole basket, it is actually 
cheaper in Canada than in the US. I think it would be 
interesting to know whether it is just a very few selected 
items that people are going down for and that the rest is of 
better quality or better price or not. 

Look at reasons why the US are not coming up and 
spending in Canada, because, as I said, it would matter less 
that Ontarians were spending in the US if there was a 
reciprocal level of spending in Canada. 

Then there is also effects on other industries as you go 
back through the production chains. There are effects on the 
agricultural industry, effects on manufacturing, as retail jobs 
get lost. I have not looked at that at all or the comparisons. 

Then there is whether there are any links with the gen- 
eral economic cycle, too; whether it has been increasing as 
a result of the economic prosperity in Ontario in the second 
half of the 1980s and whether it will decrease as we go 
into a recession or not. 

There is the growth of all the shopping malls and there 
is also cross-border advertising, which is being heavily 
promoted. 

Finally, I would just like to mention that there is a 
video available in the library, if anybody is interested, of a 
Speaking Out program that was conducted in I think January 
of this year, either January or February, with Harry Brown 
as the host. It took place in Thunder Bay and he had a 
panel that included the chamber of commerce from Thunder 
Bay, John Winter, Professor Dilley from Lakehead University 
and Mark Adler, I think his name is, a man who has written a 
book encouraging people to go and shop in Buffalo. I cannot 
remember the title offhand. Anyway, that video is available in 
the library. It is an hour. The first half is panel discussion and 
the second half is questions from the audience. 

That is as far as I have gone at the moment. 


The Chair: Are there any other questions at this time? 
No questions? 


Mr Sutherland: This may be comment at this time. 
First of all, thanks to research this is a very good document 
and gives a good handle in terms of bringing some of the 
issues to the forefront. I certainly hope we will take some 
time in terms of dealing with some analysis, and hopefully 
some of the groups coming in will deal with the analysis of 
the perception of everything being cheaper in the States 
and the reality by the time you add up all the costs of 
going across to shop in the United States. 

I know people like Ron, who are right there in the 
border communities, probably feel the impact on a far 
more regular basis, but I am very concerned at the number 
of people from my constituency who now go across on a 
regular basis, at least once a month, to the United States. 
This is only anecdotal information, but it seems to be 


increasing tremendously. In my riding we are two h 
from the nearest border. It is really troubling and cone 
ing, I think. I sit there and try to understand it, and 
very difficult for me to understand why these people 
doing that in their sense that somehow in the long runt 
are saving money, when in many ways it would seer 
costs more. 


Mr Jamison: I would like to say that I also am av 
that there are people as far away who are starting to tl 
about cross-border shopping on an ongoing basis ra 
than every once in a while. My own belief is that man 
the products that are over there are not significantly diffe 
in price. I think I have alluded to a couple of almost 
items that people will refer to almost immediately, if 
were to strike up a discussion with them, as example 
indicate that things are in fact less expensive in the Un 
States. But having said that, we have to understand 
that in our area of safety net and social programs, we ¢ 
more than the jurisdiction they talk about, and of co 
those things cost money also. 
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We, as have previous governments and government 
long back as I can recall, have always found it more 
ceptable, and of course in the public’s eye it always 
been more acceptable, to tax those products that | 
health costs to them in the form of sin tax and so forth 
people refer to those things immediately if you wer 
strike up a conversation with those people. At the s 
time, we have to understand that our system up het 
different from theirs. That has an impact, I am sure, 
most people when you really talk to them about the i 
would realize, and most people I speak to respect that 
programs up here are superior, our health coverage is s' 
rior, and so forth. 

Having said that, there is an obvious bottom line th 
It takes a great deal of money to fund those programs, 
in the overall sense you are really talking two diffe 
systems. 


Mr Hansen: I have to agree with Norm in that parti 
area, but another area we have to take a look at is the pro 
that we are purchasing over there. For one thing, the pro 
you purchase here in the appliance field is CSA appro 
A lot of these drills you buy for $9.95 would not sell 
in Canada because they are not properly insulated. It ¢ 
be a Black & Decker drill, built in Mexico and sold ir 
United States or Canada, but there is a difference in the 
struction of that particular drill; a lot has to do with the C 

My wife is in the vacuum business. She took a loc 
a certain brand we sell over here and it was half pric 
the US in a flyer, but one thing you had to note thoug 
was a smaller motor. That motor would last about a} 
whereas the ones we sold were larger. So you have to té 
look to make sure the product is identical, and a lot of pe 
are not buying the identical product in the United States. 

The Chair: I would add, just on the CSA, that if 
bought a toaster in the United States that was not ‘ 
approved and you put it in here and it burned down 
house, your insurance would not cover it. That is all. 
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Mr Phillips: It is a fascinating subject. Just a couple 
things that would be useful for me, at least: Whatever 
» have in terms of understanding the consumer, there are 
aumber of people out there, maybe a large number, for 
10m shopping is like a hobby. 

Mr Sutherland: Born to shop. Shop till you drop. 
adison Avenue has won out. 


Mr Phillips: Some of us sail, some of us make model 
ngs, and for some people, believe me, this is the most 
portant thing in their life. It is the “Born to Shop” or 
latever it is bumper stickers. I do not think we can ig- 
re it, because I think in the end we are going to have to 
al with reality versus what we would like to be. Our 
utions, I think, are going to deal with what actually will 
wk versus what we would like to work. I think under- 
nding the consumer, probably in the end, is going to be 
rly important. 

Second, wherever we can get a kind of comprehensive 
alysis: I think people will come to the committee with 
ir own self-interest at heart, obviously. So we will see 
Canadian Federation of Independent Business saying 
es are too high; we will see somebody else with some 
er one. We have to look, to the best of our ability, at 
ality. The example I always use is health care, where our 

is 2% on payroll. Maybe if you are in the US, you are 
jing at least 6% of payroll to purchase the same service 
the US; but people only talk about the employer health 
, never about if you were operating in the US. 

The third minor point I would make is: Somebody was 
d of surprised that higher-income people were the peo- 
shopping in the United States. All the consumer re- 
tch I have ever seen says the smartest shoppers are the 
‘s with the higher income. Maybe that is how they got 
her, I do not know, but any research I have ever seen 
ports that. People with lower incomes, for whatever 
son—they do not have the time, they have a big family 
ook after, they may not have the wherewithal to do it, 
—do not. So I completely support, probably intuitively, 
research that says that is who is doing it right now and 
ald suggest it is consistent with my thesis that we have 
inderstand the shoppers and realize they are not neces- 
ly like all the rest of us, or maybe we are not like all the 
of them, or something like that. 


The Chair: I am not going to get into that one. 


Mr Sterling: As you may know, Mr Chairman, I was 
y much involved in talking about the same point Mr 
llips brought up as to high-income people who are 
ig the shopping. When I was looking at statistics related 
ne habit of smoking, if you had a grade 8 education or 
—these are statistics that are about three or four years 
—there was a 50% chance you were a smoker. If you had 
gh school education or less, there was a 35% chance 
were a smoker. If you had post-secondary education, 
€ was only a 20% chance you were a smoker. So there- 
you would assume that the people who were better 
cated would not smoke and, therefore, I suggest that 
yably the better educated people are finding the bar- 
Ss first because they are reading about it or whatever. 
ny rate, that was not the point. 





You mentioned in your brief—I just want to get this 
very clear in my own mind—that if I am over in the 
United States for, I think it is, more than seven days—it is 
not important, the actual time—I can bring back $300 duty 
free. If I am over more than 48 hours I can bring back 
$100 duty free. However, if in fact all of the tariffs are 
gone in 10 years, 1 January 1999, do all of those prohibi- 
tions go away? What happens on 1 January 1999? 


The Chair: I think Mr Kwinter has the answer to that. 


Mr Kwinter: This was one of the greatest fallacies 
when free trade was sold. I would go out and talk to con- 
sumers and they got the impression that once the free trade 
agreement was passed, you could drive over to the United 
States, open up your trunk, fill it up with everything and 
bring it back. That will happen in Europe in 1992, because 
they really have economic union—they are going to elimi- 
nate customs barriers at their frontiers—but that is not hap- 
pening in Canada. The free trade agreement does not 
provide for the elimination of customs. 

In order to protect the economy, there is still going to 
be restriction as to what you can bring in. You can only 
bring in so much at a given time. The big issue is that 
some of them will have a tariff and some of them will not. 

The other common misconception is that many of the 
attractive items that are purchased in the United States, 
like VCRs and TV sets and tape recorders and CDs, all 
that stuff, hardly any, if any, are ever made in the United 
States. Under the free trade agreement, in order for it to 
qualify it has to have at least 50% content of either Cana- 
dian going that way or United States coming this way, so 
there is not going to be any tariff reduction on goods that 


-are not manufactured in the United States. So that is going 


to take care of that situation. The tariff will be reduced on 
those items that meet the content rules, but there will still 
be restrictions as to the amount of products you can bring 
in without an import certificate or without going through 
the whole business of being a regular importer. But for the 
person coming across the border, there will still be restric- 
tions as to what they can spend when they leave the country. 


Mr Sterling: I do not understand that, because I can 
go over there now and buy something and pay the duty on 
it. Let’s say something has a 10% duty on it at this time. I 
am not restricted to $300. I am not restricted to $100. I can 
bring back whatever amount I want to bring back. But 
once that is gone, how are you going to restrict me in 
bringing back whatever I want to bring back on American- 
made manufactured goods? Let’s say a US-made car: 
What is going to restrict me from bringing that back and 
just paying my GST and my PST as I cross the border? Is 
there going to be any restriction? Do you know, Anne, or 
can you find out for us? 
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Ms Anderson: I will find that out. I do not know that. 
I know there is the content problem; we will always create 
duties for that. 

Mr Sterling: We are assuming the content problem is 
taken care of. I know it is an important consideration, as 
Mr Kwinter has indicated. 
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The Chair: Mr Kwinter was answering Mr Sterling’s 
question and had his hand up for something else. 

Mr Kwinter: I just wanted to comment on two things. 
I wanted to comment to Mr Phillips that being a sailor or 
being a shopper are not mutually exclusive. Just because 
you do one does not mean you cannot do the other. 


The Chair: You could sail over. 


Mr Kwinter: Yes. I do not think you can categorize 
shoppers. I think everybody is a shopper, regardless of 
what other hobbies they have, and it is something that has 
to be addressed. 

The Chair: Some of us are not shoppers, Mr Kwinter. 
I can tell you right now some of us are not shoppers. 

Mr Kwinter: The other thing that I think is important 
and it is unfortunate in that—I want to address some of the 
things Mr Hansen said. You can make the argument—l 
should not say you can; it is almost impossible to make the 
argument. You can try to make the argument that the quality 
of life is better here, that every time you buy something in 
the United States you are potentially putting a Canadian 
out of work because the product that is not sold in Canada 
means that worker who is making that product is not going 
to be around to make it. But it really falls on deaf ears. It is 
a difficult thing to sell, to tell people, “Don’t go across the 
border and buy there because by doing it you are depriving 
maybe yourself or your family or your neighbours of a job, 
because every time you buy something there it means you 
are not buying it here and if it’s manufactured in Canada 
and people aren’t buying it, the plant is going to shut down 
and you are going to put them out of work.” 

I remember there was a huge campaign that went on in 
the late 1950s called “Buy Canadian” and the Ontario gov- 
ernment had it and said, “Some things have to be bought 
somewhere else.” They used the hippopotamus as their 
symbol, saying that if you need a hippopotamus obviously 
you have to go to Africa to get a Nile hippopotamus, but if 
you need anything else that is made in Canada you can buy 
it here and you should buy it here because it is in our 
economic self-interest to keep the purchasing power here 
because that means there are jobs here. 

Unfortunately, it is a tough sell. How do you get that 
message across and how do you get people looking and 
seeing these ads and saying, “Gee, yes, but I better stay 
here and keep those jobs”? I do not know how you do it. I 
think that is one of the things that we as a committee are 
going to have to address, because it is a significant problem 
and unfortunately too few Canadians realize the result of 
this cross-border shopping. It is more than just economic. 
It is economic in the broad sense, but it is more than just 
saving the dollars and cents now. It could impact on the 
whole economic structure of the province. 

Mr Hansen: On Mr Sterling’s question on the importing 
of cars, the one thing I would like to see, if Anne can take 
a look at it, is the GST being applied against a car that 
comes in duty free which is seven years or older. I know 
that when you go to register it at the licence bureau you 
will pay the 8%. Is anybody straight on that, that you pay 
your GST at the border if it is duty free? You do not? 


Interjection: No. 


Mr Hansen: Okay. This is one area. The other thin 
that I met with the Lincoln Chamber of Commerce 
Tuesday night and, bringing up cross-border shopping. 
of a sudden Lincoln is a border town. In the paper it) 
Welland, St Catharines, Port Colbome, Fort Erie and Nia; 
Falls, but all of a sudden we wind up getting out a littl 
farther and they said, “What is a border town?” I think 
of people come from Hamilton. I do not know where 
draw that particular line. I think Mr Ward earlier had st 
Kitchener as being a border town also within one hour. 

The other thing is that we are talking about applian 
we are talking about radios, CD players, but one of 
businesses in Beamsville, part of Lincoln, is a block p! 
I can tell you the owners of the block plant were q 
upset to see cement blocks coming into Beamsvill 
build a house, which were brought in from the Un 
States, so it is not just radios, CDs and that. I had 
person come up to me saying he bought the panelling 
the outside of his home, which is made by Canfor, in 
United States and saved $30 a sheet—imported into 
States. So we have a lot of areas to take a look at. I t 
when I was talking to Mr Sterling earlier about diffe 
things in our last meeting there was the point: why is t 
a price differential in particular items? We will hav 
take a look at that. 


Mrs Sullivan: One of the things that has really st 
me about the whole issue of cross-border shopping is 
fundamental question of the price of products, whe 
they are made locally, whether they are made in Canac 
the US, whether they are imported to those places. T 
still are enormous differences in the price cross-border. 

I think it might be useful for us if we are able, thre 
our research phase, to actually look first of all at wha 
economic impact of retailing is on particular communi 
and then, second, look at what the input costs are on 
side of the border in comparison to the other. I am thin 
of things like the usual overhead costs, the cost of s 
rental, telephones, whatever; the kinds of market sizes 
are appealed to; the kinds of advertising and promoti 
commitments that are made in those communities; wh¢ 
the retailer is purchasing in volume to meet a larger mi 
or whether in fact in our border communities we are fin 
that the retailer is making smaller purchase decisior 
inventory to meet what is in fact a smaller or perceivs 
be smaller market; the cost of goods. 

It has always been a puzzle to me why, for instan 
product which is manufactured in Japan with exact spe 
cations—Mr Hansen has talked about products with diff 
safety and efficiency specifications—still can be sol 
the United States for less money than it is sold in Car 
the impact of retail sales tax versus the state and muni 
taxes, once again on the input; the impact on empl 
costs, whether it is for salaries, benefits, whatever. 

I think that there is more to this price differential 
we have seen in the studies that have been done, 2 
think it would be useful to look at those things. When 
are looking at market research that tell us that 84% or 
of people, in no matter what circumstances, are sé 
they are going there for the bargain, period, then son 
the other matters are less important for us to look at 
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hy the bargain exists. It may be of great use to us in 
rms of coming to terms with some changes that we may 
ant to recommend or to say this is the way it is. 

When I was a kid, I can remember people from my 
rm community going to Buffalo—oh, gosh, not all the 
ne, but there would be a little trip where the car was 
ganized and the people in the community would go 
wn to buy linen, the cotton goods and so on. That is why 
2y went. Now people are going for very different prod- 
ts. They are still picking up cotton goods, but it is a very 
fferent kind of a product where there is a substantial 
ice advantage. So I think we should look at some of 
>se Other input costs. 


The Chair: Thank you. I think those are good questions. 


Mr Jamison: | still believe there is a perception that 
s been created through various means out there in the 
blic’s eye that really overstates the case for cross-border 
opping. Yet it is a reality in the public’s eye. There are 
rtain key factors out there, and we talked about them all 
te today: gasoline prices, prices of alcohol and tobacco 
oducts and so forth. 

50 

There is also another kicker there. People understand 
at we are supposedly into a free trade agreement. I think 
onte Kwinter has really outlined very well that there is 
t a tremendous amount of difference in what was there 
fore and what is there now. Again, we are dealing with, I 
lieve, a perception in people’s minds that things have 
anged dramatically in the last two or three years. They 
illy have not, and I guess part of that promotional state 
mind, as far as promoting that in people’s own minds, 
alt with that thing we called the free trade deal, which 
lly did not change a lot. Eighty per cent of the commod- 
2s traded freely, and so forth. 

Again, this is something that is not new, because I 
ow that it is just a matter that people seemed to have 
‘ked up on this in a tremendous way, and especially, I 
nk, the GST has had an effect. If you were to look at this 
rticular ad, for example, it says, “Beat the recession and 
» GST.” When advertisers are advertising that fact, people 
7 “Yes. Darn right. It is 7% more in in the tax it costs me to 
rchase anything. That is 7% more of a reason to go.” 

The Chair: They should be paying that at the border, 
ugh. 

Mr Hansen: Well again, it tends to speak too about 
iat kind of job is being done at the border in assessing 
: type of goods that are coming in. All those questions 
- very difficult, we understand, and that is why the com- 
ttee is here. But we are dealing, I think, as much as 
ything with that enhanced perception in people’s minds 
it things are now more different than they ever were, and 
0 not believe they are. 

Mr Phillips: Just a quick point. Mr Hansen has his 
ger on a challenge, I think, for us and that is: What is a 
iss-border town? I think the Solicitor General said today 
t he was going to allow or encourage, or whatever it is, 
iss-border towns to open on Sundays and close every- 
ng else. That will be one of our challenges. Is Lincoln a 
iss-border town? That is why I sort of half kiddingly 





said we will be able to tell which ones are open on Sunday; it 
is where the cross border is. So I think that will be one of 
this committee’s challenges as we get into the discussion. 


, Mr Jamison: I do not know if he spelled that out as his 
intention. He said he would look at that particular situation. I 
do not think he has indicated that he has made a final 
decision on that. 


Mr Phillips: I may have misread it today. 


Mr Hansen: Commenting on that, I think it was about 
two months ago when we had a short discussion here be- 
fore I left, on what is a border community. Before, St 
Catharines was not a border community or Welland was 
not a border community or Port Colborne was not a border 
community, but I read in the paper that it is now a border 
community, and that is why the constituents in my riding 
are Saying, “What about Fonthill and Beamsville and 
Grimsby and Smithville?” 


An hon member: Where is the line? 


Mr Hansen: Yes. What has happened, though, is a lot 
of these small communities are hurting, because what you 
had for a period of time was the large malls opened in the 
larger centres in the Niagara area, which drew business 
away from the rural community, so the small store closed 
down. But now you are having the mall close down and a 
lot of stores closing, and it has had even more of an effect 
on rural Ontario, especially in the Niagara Peninsula. The 
services are not there any more. The garages closed up, 
and you drive to town and the garage is closed on Sunday 
and Saturday night at 6 o’clock. So what we have done is 
eliminated a lot of the service in rural Niagara. 


Mr Sterling: I have a supplementary point I would 
like to make. One of the studies we have looked at today 
was Thunder Bay, which is 200 miles from the border. If 
we take everything which is 200 miles from the border in 
Ontario, we have 95% to 98% of Ontario as border towns, 
sO we are going to have wide open Sunday shopping, I 
guess, in this province. 


Mr Phillips: Well, not in Moosonee. Where is 
Moosonee? 


Mr Sterling: No, no. They would be safe. 


Mr Sutherland: Maybe it is just me, and I just must 
be a naive individual but— 


The Chair: But you are young. 


Mr Sutherland: Maybe that is it. But it would seem 
that those people who are receiving most of the benefits 
from Ontario society and from Canadian society and those 
people who receive benefits of our occupational health 
standards or the fact that they do not have to pay directly 
for health care and that; that those people would somehow 
develop some sense of the values that make us Canadian 
and should be willing to spend their money here in this 
province. We talked about values and we got the constitu- 
tional debate going on and yet it would seem that in some 
ways people are not willing to pay the price—the collective 
price, not individually—of being Canadian and being 
Ontarian. In some ways that seems very discouraging. But 
I guess it is just me. I am just naive enough to believe that 
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people would still be willing to spend their money here 
and pay that extra price to be in Ontario. 

The Chair: Way to.go. 

Mr Phillips: I never shop at sales and stuff like that. 


Mr Kwinter: I just want to respond to that. Where 
you have the problem is that a lot of Canadians and a lot of 
Ontarians feel they are paying the price for this through 
their taxes, and now what they are trying to do is mitigate 
that by going out and getting something back, which is the 


problem. And to say to them, “You are paying taxes,” 
then on top of that, “Restrain yourself from saving sc 
money by going somewhere to buy it cheaper,” is a to 
thing. Idealistically, it is a great thing to talk about, 
good luck if you think you can sell it. 


The Chair: Okay, this committee is adjourned u 
3:30 this afternoon. 


The committee recessed at 1158. 
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AFTERNOON SITTING 


The committee resumed at 1538 


CROSS-BORDER SHOPPING 


The Chair: I see a quorum. I think it is time to begin 
> afternoon session. This afternoon we have the Ministry 
Industry, Trade and Technology: Peter Friedman, director 
Small Business Ontario; George More, manager, small 
siness development; and Rena Blatt, small business re- 
arch adviser. This is a very important topic, as we found 
t this afternoon in the House, so if you can help us out, 
- would certainly appreciate what you have to say. 


Mr Friedman: Thank you very much for inviting us. 


Mr Kwinter: On a point of order, Mr Chairman: Can 
: have the same procedure as we had this morning, that 
we want to question we can do it as we go along, or do 
u want to wait until the end? 


The Chair: I think if the questions are short and re- 
mses are short, we can do it that way. If the questions get a 
le long and the answers start getting a little long, then 
May not get through the document they have prepared 
“US. 


Mr Kwinter: I have no guarantee on the answers, but 
an give you the assurance on the questions. 


The Chair: All right. 


Mr Friedman: For those of you who are not familiar 
h Small Business Ontario, we are a branch of the Ministry 
Industry, Trade and Technology responsible for the 
vince’s advisory services to new small businesses 
‘oss Ontario, to arrange financing programs for new and 
sting small business, for programs relating to growth in 
technology areas and support of entrepreneurship educa- 
1in the schooling system. We are also involved in advising 
“minister on small business issues in the province. 

We have prepared the brief you have in front of you to 
lect our understanding as a government group involved 
small business on a daily basis of the cross-border 
>nomenon. 

I think it is interesting for us to mention to you that the 
son we are involved in this particular issue is that it is 
that one of the important elements of this problem or 
nomenon involves the small business owners in the 
der communities and the effects this is having on them. 

The brief we have outlines our involvement to date and 
ne of the responses to the issue we have seen from other 
vernments and from the Canadian business community. 
ill not read it to you but I would like to highlight some 
he points from it. 

As you are all aware, this cross-border shopping phe- 
nenon has been with us in Ontario and in Canada for 
ny years. It has been going back and forth, dependent to 
1e extent on the value of the dollar and so on. 

It got into high gear in 1989 when the value of the 
vadian dollar went to around 87 cents and when the free 
le agreement was passed, which in fact made consumers 
eve that the border disappeared, and in fact they are able 
nore easily cross the border. 





_ Our particular involvement in the issue on small business 
in Ontario dates to the fall of 1989 when a study was done 
in Thunder Bay that highlighted the problems that were 
brought to our attention then. In particular, this northern 
community was suffering significantly from this issue. 

Mr Kwinter: Mr Chairman, the reason I asked my 
first question is that the first line I read on the Page raises a 
problem for me, and now that Peter has talked about Thunder 
Bay he has given me the opportunity to talk about it. 

I am concerned, and we have expressed a concern this 
morning. Thunder Bay, I think, is 200 miles from any border, 
and yet it is considered a border community. Toronto is 
100 miles from the border. People go to Buffalo every 
weekend. They have buses and everything else. My concern 
is that you have identified 10 border communities when, in 
fact, any community within 200 miles, which means most 
of the communities in Ontario, are really impacted or 
could be impacted by this cross-border phenomenon. 

I was just wondering why would you selectively pick 
Thunder Bay as a border community, when it is nowhere 
near the border, and not include Hamilton or anywhere in 
the Golden Horseshoe or anywhere that is close to the 
border, within 100 or 200 miles. 


Mr Friedman: It guess it is not so much that we have 
selected Thunder Bay as the community at the border. It is 
they have selected themselves as a community that is 
being highly affected by this phenomenon. We did not 
select these communities; these communities came to us 
and said, “We believe this problem is affecting our com- 
munity and our situation.” Toronto I am sure is affected; I 
suppose Hamilton and others as well. But they do not see 
it as clearly, whereas these communities I think see it more 
clearly. So my answer to you is, we did not go to Thunder 
Bay; it came to us. I am using Thunder Bay only as an 
example. They happen to be the first people who noticed 
this phenomenon happening. That is the only answer I can 
give you, basically, on the question. 

Once we recognized the problem we met with a number 
of communities, the first one being Thunder Bay. Once it 
became known, then the various other communities came 
to us. Sarnia, Windsor, Kingston, Cornwall, the Niagara 
region began talking with us on this phenomenon. 

I think it is important to realize that the problem seems 
to be accelerating at staggering rates. It is very difficult to 
keep a tab on how fast it is happening. One measure we 
have seen is that there was a 60% increase this year over 
last year in terms of the number of people paying duty at 
the border, coming across in cars paying duty. 

There are a number of other measurements, and I do 
not want to tell you that we have all the measurements. We 
do not have all the measurements to put this phenomenon 
in precise terms exactly, because it is changing rapidly. 
You are all aware that in the last couple of weeks in the 
Buffalo and the Niagara region borders there are two-, 
three-, four-hour lineups. So the problem and the situation is 
growing at staggering rates. Why? We have some answers 
to the why. 
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The next set of answers, I guess, from our standpoint 
came from a survey that was done in Sault Ste Marie, 
again at the request of the town of Sault Ste Marie, done 
by Ernst and Young in the fall of 1990. They asked a 
number of consumers in Sault Ste Marie: Why are you 
going across the border to purchase? The answers those 
consumers gave are price, selection, service and friendly 
people. By far the largest factor in this is price. 

The next piece that came out of the study is, how 
much? At that time, what is the ballpark of this phenomenon, 
at least in Sault Ste Marie? The study indicated that it was 
in the $100-million ballpark for the Sault Ste Marie trading 
area. That is how much money was going out. 

The third piece of information that came out of that 
study was what kind of products people were buying. The 
study indicated the main products were gasoline, groceries, 
clothing and alcohol. Those are the main products that 
were being purchased by the people who were interviewed 
in the Sault Ste Marie study. Along with that, the point was 
made, and has been made to us in most of the communities, 


that gasoline seems to be the trigger mechanism that - 


makes people go across the border. Whether this in fact is 
exactly precise we do not know. It has certainly been 
made: the consumers are saying it and many people from 
various other communities where we have not had studies 
done are also saying that gasoline seems to be the trigger 
point. 

At this point I would like to mention that our percep- 
tion is that cross-border shopping is a sympton of our com- 
petition problem. There exists in Ontario, Canada, a 
complex series of problems that are reflected in some 
major price differences between Canada and the United 
States. These differences are in our distribution systems, 
our costs of real estate, wages, social costs, the value of the 
Canadian dollar, interest rates, and so on. These are a com- 
plex series of interwoven factors that at this point, as far as 
I know, no one has been able to totally analyse. The federal 
government has a study going on right now, which it will 
unveil on 22 April, that will try to get a little better under- 
standing of these pieces of the puzzle that relate to the 
price differences. 

However, beyond the price differences, over and over 
again we are hearing that there are other factors that are 
important in this particular phenomenon. These, as I said 
in regard to the Sault Ste Marie survey, are selection, inno- 
vative marketing techniques, customer service, the shop- 
ping environment and convenience. As you see in the 
outline, some of these are unfortunately perceived to be 
better in the United States. I want to use that point, per- 
ceived versus real, because I would like to get back to 
some of the marketing efforts we are doing in the commu- 
nities to emphasize that it is not necessarily true, but it is 
definitely perceived as being true. 

Our strategy in Small Business Ontario, where we have 
been a catalyst in this, has been to get the various players 
to address the various pieces of the problem. We have 
talked with the federal government people and suggested 
that interest rates, value of the dollar, customs and excise, 
gas tax and GST enforcement are important issues in this 
particular phenomenon that they should be looking at. I 


know they are aware of it. They are doing studies or 
various aspects of this phenomenon. I cannot tell 
frankly, whether very shortly you will see moves on 


area. I know they are aware of all these factors in tern 


the problem. 
1550 

We in small business Ontario have been concentré 
on forming community working groups in each of 
seven communities that have come to us and said 
particulat community is being affected by this phenome 
There are at present in place in the seven commun 
working groups involving most parts of the commu 
and we have worked with them and formed a border « 
munities task force on cross-border shopping. So we 
meeting with all the community task forces on a re 
basis and trying to work with them on what they are d 
in their communities to deal with this problem. 

The task force determined that there is a requireme 
do a marketing strategy for the communities, so we ur 
took to finance a community marketing framework sI 
which we developed, completed in October of 1990, 
mitted to all seven communities. It is a fairly in-d 
study of what can be done or should be done by | 
communities and local retailers and local componen 
the community to deal with mostly the non-price i 
involved in this particular phenomenon. The commur 
have embraced this framework fairly well and we 
also assisted three communities across Ontario to in 
ment this particular framework, that is, in Cornwall, Niz 
and Sault Ste Marie. We have assisted them financial 
helping them implement the various suggestions and 
ommendations outlined in the study. 

The task force also identified gasoline prices and ha 
nization of GST and PST as issues it wanted to talk 
the Ontario government about. As you are aware, 
made a presentation to this committee a month ago 
few weeks ago, in essence bringing their points of vie 
those two important issues forward to the committee. 

We have continued meeting regularly with these 
forces and with this overall task force to help them in 
ment the community programs. It is also importat 
know that various other players are getting involved ir 
particular phenomenon. The Retail Council of Canad 
begun doing some work and has some studies goin 
because retailers are one of the main players affected i 
border communities by this phenomenon. So they 
working and getting some studies from their standpot 
terms of what they see as potential problems or imp! 
ments they would like to see. The chambers of comm 
the Canadian Chamber of Commerce and the On 
Chamber of Commerce, have brought forward sugges 
from their standpoint. The Canadian Federation of | 
pendent Business has also done some work on this par 
lar issue and has presented a brief and a study tc 
Ontario government. The Canadian Council of Gre 
Distributors is also doing some work. The downtown! 
ness improvement areas are working on this issue 
shoe retailers. And recently, I understand, there has be 
mayors’ committee formed from the seven so-called b 
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mmunities, which is looking into some of the aspects of 
s phenomenon. . 

Through the year or so that we and others have looked 
this, some innovative suggestions have been brought 
‘ward, not necessarily, frankly, to solve the problem, be- 
use I do not believe there is any one easy solution. But, 
- instance, in Trail, BC, the local merchants and the local 
nks developed an innovative concept where the banks 
yuld loan local residents $1,000 at no interest and the 
idents would use it to purchase products from the local 
srchants. My understanding is that that worked ex- 
mely well. It was particularly highlighted for the past 
iristmas season and it had quite a significant good effect. 
hould tell you that Trail in British Columbia has a bigger 
yblem per capita than we are having here in Ontario, so 
s a serious problem in British Columbia as well as here. 

So Kingston and Sarnia are looking at this kind of 
-chanism to see if they could, as a group, bring this kind 
initiative into their own communities. Quebec, a few 
mths ago, implemented a gasoline tax reduction scheme 
their border points, which included Ontario and New 
unswick. They have pricing zones where at certain dis- 
ices from the borders the prices are lower. We are trying 
get exact information on how effective that has been. To 
ie we have not been able to get extremely good data. We 
: trying to get that information from Quebec. Other 
yvinces have projects on the go. New Brunswick, which 
also being hit very hard, has some interesting, innovative 
yects again, dealing with other items, not necessarily the 
iin one, which is the price promo. 
Our own local communities are making headway with 
ir marketing concepts. They have quite active programs 
Cornwall, Sault Ste Marie, Niagara and I believe are 
zinning to make some headway in this arena, although I 
inot tell you that the problem is disappearing by any 
stch. . 

In summary, I would like to conclude by reiterating 
t this is a highly complex problem for which there is no 
gle easy solution, in our opinion. We are making some 
idway in some of the areas that relate to the non-pricing 
Je and continue to work with the communities, trying to 
a better understanding of the fundamental aspects of the 
cing problems. I will be happy to answer any questions. 


Mr Stockwell: Any problems with people in American 
€s crossing over to shop Canadian? Do you know of any 
iblems where American citizens are crossing the border 
shop in Canada at any serious number? 

Mr Friedman: Our understanding is that that has di- 
uished some. There is definitely still going on— 


Mr Stockwell: But not like it used to. 


Mr Friedman: Not like it used to, no. In Fort Erie, for 
tance, there is still some of that going on. It certainly 
‘Not disappeared. There are certain items that are not 
re expensive in Canada, in fact that are cheaper; higher 
lity merchandise, brand names, in fact are not more 
vensive. So people are coming over, for instance, I un- 
Stand, to buy higher quality suits, shoes and so on. 





Mr Stockwell: Not any huge number or dis- 
proportionately higher than it used to be or anything along 
those lines? 

Mr Friedman: Definitely not higher than it used to be. 


Mr Stockwell: The question that seems to keep pop- 
ping up, and I can see it as an obvious problem, is price. 
Are we looking for a complicated answer when a very 
simple one stares us right in the face? Being a retailer, | 
know, quite frankly, if you are selling the same piece of 
merchandise next door to an individual who is selling the 
Same piece of merchandise, if your price is lower you will 
sell more than he will. I see the report says 82% feel the 
US has better prices, which seems to be very significant to 
me. How much further do we have to look and would we 
be better off looking at figuring out why it is cheaper and 
what we have to do to reduce the cost? 


Mr Friedman: I would like to go back to the state- 
ment I made that sometimes it is not an actual versus a 
perceived cost. 


Mr Stockwell: Well, gas is actual. 


Mr Friedman: Gas is actual, yes, but groceries overall 
can be perceived. For instance, there was a study done 
where a Niagara supermarket compared a basket, the average 
basket of groceries with an American supermarket and, 
taking into account exchanges, the prices came out to be 
even. What is happening is that consumers, as they should 
be, are becoming very price conscious, and certain products 
are very much cheaper. Milk, for instance, as far as the 
groceries go, happens to be an item that is cheaper in the 
United States. Some other items are not. But when you go 
in to buy milk and you are in the supermarket, you have a 
tendency to buy other things as well. 

So what we are trying to do in our consumer marketing 
in our communities is highlight that not everything is 
cheaper, that certain items are not and that you should not 
have this idea that everything is cheaper. Now, as far as 
analysing the price elements—as I mentioned, the federal 
government is now doing that. We are waiting until the 
middle of April to get a better understanding of the ele- 
ments of the pricing structure, where then we will be able 
to see if there is anything we can do. We know the distri- 
bution mechanism. For instance, sharp retailers are now 
turning to use American distribution mechanisms to buy 
their materials, which are making them more competitive. 

There is an element here that I talked about a bit. One 
of the elements that we need to work on—this is where the 
marketing element comes in—is that our retailers are having 
to become more competitive in their purchasing, in their 
avenues, and they are now beginning to do that, and also in 
their methods of merchandising and in their methods of 
selling. 

Mr Stockwell: What about taxes? 

Mr Friedman: Taxes definitely play a role, but I think 
it is— 

Mr Stockwell: We had a report in the finance com- 
mittee saying specifically that state tax on gas, compared 
to provincial tax on gas, was the sole discrepancy between 
the gas prices. That seemed pretty clear to me. Have you 
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done any studies to indicate whether our taxes are simply 
higher than the bordering state? 

Mr Friedman: Gas is, for sure. 

Mr Stockwell: Gas, okay. Sin taxes we will agree 
with, but others? 


Mr Friedman: The others are somewhat higher, but 
they are not the only, or even the main contributor to the 


price differences. Real estate costs, interestingly enough, ' 


are a very big contributor. Distribution mechanisms are a 
big contributor. When people begin to use the American 
distribution system to purchase their materials, they are 
able to compete. 


Mr Stockwell: Last question is: You have suggested 
the hook is the gas prices. That hooks a lot of people down 
there and then they continue on from there. If we did in 
fact reduce our gas prices, and I guess the sin taxes would 
be the ones like liquor, cigarettes and so on, which I imagine 
would be a bit of a hook as well, as stated earlier today— 
what if we got a little more competitive in those? Would 
you see that as resolving some part of the problem? 


Mr Friedman: The communities are telling us yes. 
The communities are telling is that if we can equalize the 
gas pricing to some level—it does not even have to be 
exactly equal, but so that the differences are close—that 
would eliminate a fair amount of the day shopping. Mr 
Kwinter talked about the Toronto people going to Buffalo, 
Detroit, wherever. I do not believe it would eliminate those 
problems. People who go for the weekend from Toronto 
are not going only because the gas prices are lower. They 
are going because there are social elements and there are 
other things they wish to purchase. But the border commu- 
nity people, the day trippers, I believe the message we are 
getting from the local people is that that would in fact be 
reduced significantly. 


Mr Stockwell: And those are those people who will 
be shopping back in the communities? 


Mr Friedman: Yes. 


Mr Stockwell: Exactly those people they need to get 
back. They are not worried about the Torontonians. They 
are worried more about—thank you. 


Mr Kwinter: I just want to follow up with what Mr 
Stockwell was saying. I am old enough to remember 
when, as a teenager, a lot of Torontonians went to Buffalo 
for the weekend. They went there for very valid reasons. 
You could go to the movies on Sunday, which was totally 
unheard of in Ontario. It was something you never even 
thought you would ever be able to do. They had the oppor- 
tunity to buy products that were advertised extensively on 
television that were not available in Canada. They had the 
Opportunity to buy products that were cheaper and they 
had the opportunity to do things like go to nightclubs and 
see name entertainers, things of that kind. It was quite 
common for people who wanted to make a major purchase 
to go to Buffalo for the weekend. That was something that 
you would talk to everybody and say, “I’m going to Buffalo 
to do that.” 

Then of course, Toronto and the Golden Horseshoe 
started to expand. We have Toronto, which is a major 
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metropolitan area, and Buffalo went into a real decline 
a matter of fact, Buffalo was the butt of jokes. Pe 
talked about Buffalo being the armpit of America. Nol 
went to Buffalo. There was no reason to go to Buffalo; 
matter of fact, northern New Yorkers were comin 
southern Ontario. It was very common. They used to con 
Toronto and they loved it because of all the things we 
and because they could then get their entertainment, 
could buy quality goods, they could get the quality of 
that we enjoyed. They could share in it for the weeken 

In the last five or six years, the pendulum has sv 
and now it is going back the other way. It seems to me 
the key is strictly price. Even though these things are 
portant and people may have these perceptions, I dc 
think someone is going to go to Buffalo because they t 
the service is a little bit better in a restaurant. That to r 
not a motivation. That is a plus. It is a benefit if 
perceive that, but I cannot see someone travelling al 
way there when that is the only advantage. So it w 
seem to me that the advantage has got to be strictly pri 

And when you talk about your task force or your 
ommendations and you say, “We don’t really addres: 
costs or the pricing; we are talking about the marketin 
think you have to be a pretty good marketer to conv 
somebody, “You should be paying twice the price for g 
line in Ontario that you are paying in New York becau: 
all the great benefits that are going to accrue to everyb 
and we are going to show you that this is something 
cannot hurt, but I really do not think it is going to help. 

I do not think you are going to really convince pe 
so that they will not pursue their economic interest 
they can save money, particularly when times are to 
particularly when people are being laid off, where 
have to make their dollar extend as far as it can, the} 
going to be enticed—which is really the word—by al 
activity that the merchants in northern New York are 
seminating to the people in southern Ontario to at 
them there. I mean, they think they have literally died 
gone to heaven, because suddenly here is this bona 
here are these people coming over, lining up to get th 
filling up their cars with merchandise and then going | 
to Ontario. 

To suggest that we have to do a better public relat 
job—as I say, I do not think it hurts, but I cannot see 
it is going to really change it unless we get to the basic 
problem, and that is our competitiveness. It is not 
price. When you go into the States, there is merchandis 
there are products that just are not available here, the 
innovative marketing, there are all sorts of things. I lov 
go into hardware stores and things in the United States 
see some of the products they have that you just canno! 
in Canada. They are inexpensive, but more important, 
are really innovative. There are really interesting th 
that you just do not seem to see here, and the reasons f 
are many-fold. One, we have a very small market, an 
many cases it does not pay for a manufacturer to ship 
Canada or Ontario because there is not a large eno 
market for them. 

These are the problems we have to address. As I say, 
not in any way deny that public relations and a marke 
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in to try to extol the virtues or the benefits of doing 
ngs in Ontario are important, but I still think it gets to 
; bottom line. You can do all the marketing you want, 
tif a guy says—and I was talking to Mr Sterling. 

Why fill up my car in Ontario? It usually takes, if it is 
lly empty, about $40, give or take $3 or $4. It is about 
J to fill up my car. I was in Florida two weeks ago. I 
ve a large car and it was down low and I went into a 
vice station and I filled it up. It does not matter whether 
u are talking imperial gallons, US gallons, litres, the 
change on the dollar, you could fill up your car for $16. 
u can compute it any way you want, with exchange and 
srything else. All I know is there is a gas tank that has 

same capacity and it cost me $16 to fill it up there and 
) to fill it up in Canada. 

That is the issue. It is an issue where when you go 
oss the border you do not have to worry about it. They 

not going to come with a dip stick and say, “How much 
; have you got in your car?” You go in and you fill it up 
1 you come back and you can do that every single day 
whenever you need the gas. That is the main thrust why 
yple do it. There is an incredible saving, if it is not too 
onvenient to do. 

0 

There are other things like that where it is the eco- 
nic drive that is attracting those people there because, 
things being equal, and I am not trying to be a home- 
m supporter, I think you cannot compare the amenities, 
quality of life, the entertainment packages that we have 
[oronto vis-a-vis Buffalo. So it cannot be that. It cannot 
that people are saying, “Wow, Buffalo is just fabulous, 
1 know; we’re going to go down and watch some fires” 
something. It is just not going to happen. It has to be a 
ation where it makes sense to.go to Buffalo because we 
going to save some money. 


Mr Stockwell: Remember when these questions were 
ng to be short? 


Mr Kwinter: No, no. That was before. 


The Chair: Compared to what I have heard some of 
federal fellow Liberals doing in some of the other com- 
tees, this is really quite short yet. 


Mr Kwinter: Thank you, Mr Chairman. 
The Chair: There is a question in there somewhere. 


Mr Kwinter: The question is: Do you not think the 
ie is dollars and cents as opposed to marketing, public 
tions and projecting the right image? 

Mr Friedman: I guess it is price on gasoline. I do not 
eve it is price on everything. That is the point I am 
ng to make. I was trying to make that. We know, you 
tselves already said, there is interesting, innovative re- 
ng in the United States that is catching the attention of 
people, which we have only started to do here. Factory 
ets are a very big phenomenon around the border 
ns where we are going. People go to those places be- 
se there is a shop-till-you-drop concept of shopping— 
Mr Kwinter: Yes, but the bottom line is price. If you 
€ Gucci in there, and you could have all the fancy 
es you want, people will go and look but they will not 





buy. The bottom line is, there has to be an economic rea- 
son why they are going to shop. They are not going to just 
shop because it is there. 

Mr Friedman: Let me complete my answer. For in- 
stance, let me give you an example. Sporting Life in To- 
ronto, an innovative retailing operation, is not a low-price 
operation. You go to Sporting Life on Saturday and the 
place is mobbed. What I am saying to you is that when we 
begin doing innovative marketing with a combination of 
discounting, which is what the Americans are doing, with 
the concept of selection, which you yourself mentioned is 
important in going shopping, along with using the distribu- 
tion mechanisms that the Americans are using so our retailers 
can buy the products that their American competitors are 
buying, I think we will be able to counter on some products. 

I cannot argue with you that on certain products, com- 
modity products like gasoline, like milk and other things, 
you cannot dress it up. There is only so much you can do. 
But I do not believe that that is the sum total of the situa- 
tion. Our big worry is not so much on the milk and on the 
gas, a big volume item, and there is a difficult arena in 
dealing with price, but we are more concerned about 
higher-value goods: consumer electronics, household 
wood products, large appliances, which are being adver- 
tised by Americans in our arenas. We think we can fight 
against that concept by becoming innovative and by doing 
things differently. 

So my answer to you is that on certain products I cannot 
argue. How are you going to argue on commodity pricing 
on certain products? But I do not believe it is as simple as 
price only. We are trying to get our retailers and our com- 
munities to fight some of the elements now and deal with 
the prices by the distribution and other elements to try to 
reduce the prices as much as possible so they can compete 
with their American counterparts. 


Mr Phillips: I have four quick questions. I will give 
you all four of them but I would like your thought on this. 
A very ominous thing is that I think part of the solution, 
which you have kind of articulated because you are work- 
ing with retailers, is better sourcing of stuff to sell. You 
have used the term “the same distribution network as the 
US.” To me, that says buying more in the US. 

One of the things that in my judgement is going to 
happen very quickly because of the US border shopping is 
that retailers across Ontario, in order to survive, are going 
to increasingly look to sourcing their stuff out of the US. I 
think you are looking at that as a solution, but as I say, I 
think it is because you are heavily represented by retailers, 
and it will only be a period of time, I think, before the 
manufacturers will be to this committee saying, “The solution 
you are proposing is going to dramatically impact on us.” I 
believe that strongly. 

Let me give you my four questions: If that is the solu- 
tion you used, I am interested in whether you see any 
downside to it. 

The second thing: I would not mind you just telling me 
what might be in the price study, because I like to deal 
with the facts, and when the federal government comes out 
with its study, what will be in that to help us determine fact 
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from fiction? It should be very easy, by the way, to deter- 
mine all that stuff, I would think. 

The third point I have is that I think many of us think 
the Canadian dollar is going to drop versus the US—80 
cents or something like that—over time. But the other 
thing that is ticking away is the reduction of the tariffs, and 
to the extent that we are seeing this cross-border phenome- 
non now, with some tariffs still in place, 1 am wondering if 
we may not see the tariffs reducing the price of US goods 
almost as quickly as any forecast of the drop in the Cana- 
dian dollar? Can you can help me on that? I just do not 
understand the terms well enough. 

My fourth question is the one that was said earlier and 
that is: Do we have any evidence of what is a cross-border? I 
know that you have determined it on the basis of who 
came to you. But are there any facts about what are the 
cross-border cities or towns in Ontario in terms of surveys 
at the border of where you come from? I think it was Mr 
Hansen this morning who said that it looks like the border 
of cross-border is moving further from the border. It is 
going to be fairly important for us to determine what is a 
cross-border city and what is not. 

Those are my four questions. 


Mr Friedman: The answer to your first question: I 
think you are right. I guess our strategy is a short-term, 
long-term strategy. We are trying to combat the phenome- 
non in a relatively short term, while in the long-term our 
manufacturing competitiveness comes into line. 

I guess our view is that we are trying to change a 
consumer habit and we are trying to do that by any realistic 
short-term means possible, while the longer term competi- 
tiveness issue has to be dealt with. I do not argue with the 
fact that eventually our Canadian companies, our Ontario 
companies, will have to be competitive with their American 
and European and Japanese competitors, but I think that is 
a longer term situation. 

We are trying to dampen this cross-border shopper- 
consumer phenomenon in the short term as much as we 
can and then hope that the long-term situation will right 
itself, which I believe it will. I am confident that in the 
long term our manufacturers are going to be able to com- 
pete. They will have to. In the end, we will. It will take a 
while to do that because we are right now, I believe, in the 
transition period. 

Mr Phillips: Can I just complete the thought just so I 


make sure? The short term can compete by sourcing more 
of their goods from the US? 


Mr Friedman: The US or wherever the products 
come from. It does not have to be from the US. 


Mr Phillips: But outside of Ontario. 

Mr Friedman: Many of the products come from out- 
side: Europe, Japan, etc. They come from different 
sources, basically. 

Mr Phillips: But sourcing outside of Ontario, increas- 
ing— 

Mr Friedman: Well, wherever the cheapest or most 


effective mechanism is. I am sorry, I have forgotten all the 
questions. 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


1620 


The Chair: Can I just have a point of clarificatic 
a matter? Are you saying that if a Sony that is ma 
Japan can be put into a Canadian retail store more chi 
by using an American distributor, that is what we will 
to do? 


Mr Friedman: We will not have to do it; the re 
is going to have to do it if he is going to stay in busine 

The Chair: Okay, so that is what you are ta 
about when you are talking— 


Mr Friedman: Yes, that is what I am talking abc 
the distribution mechanisms. In the short term, that i 
of the ways that our retailers will be able to compete. 


Mr Phillips: The other three questions were: the 
study, what will it include? Will the tariff reductions « 
any benefits we get from the reduction if the Can 
dollar is reduced, and where does MITT feel the cross-b 
border might be? 


Mr Friedman: In terms of the study, it is tryi 
deal with the various aspects, all aspects of pricing, ar 
will be happy to provide you on 22 April with a co 
that, but it takes down the retail costs and the whol 
costs and the various elements of the thing as mu 
possible. 


Mr Phillips: Would that show a Heinz ketch 
Buffalo— 


Ms Blatt: It is not going to deal with food, be 
the Department of Agriculture is doing a separate stu 
food items, which will be coming out late April, early 
This study is being done by the Department of Industry 
ence and Technology, and they picked three areas to 
at: women’s sportswear, personal electronics and h 
hold linen. They picked those as items that come acro 
customs forms very often. So that is how they mad 
decision. What they are going to do is pick items in 
of those categories that are manufactured either in Ce 
and the United States or that are imported and then 
them from the point at which they leave either the ir 
point or the manufacturing point to see what happe 
them as they go through to the consumer. 


Mr Phillips: So maybe 300 items or somethin; 
can compare of Canada and the United States. 


Ms Blatt: I do not think there are going to be 
many. I think they are going to look at something like 
We did not have any input into this. They sat dowr 
decided this is what they were going to do, but it is a 
complicated thing to do, because they have to look a 
ferent mechanisms of distribution and different m 
nisms of sale, because you cannot compare women’s 
from a factory mall and from Holt Renfrew. You ha 
find comparable kinds of retail outlets as well and 
comparable systems along the way. 


Mr Friedman: As far as the tariffs are conce 
most of the tariffs are fairly low in the areas we are ta 
about, so I do not believe the tariffs will be a major f 
in this phenomenon. 


Mr Phillips: When you say low, just give me a hi 
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Mr Friedman: I think most of them are 5% or less, so 
o not think the tariff is going to be a big factor. 

Mr Phillips: That is why we are looking at reduction 
the dollar, though, about a 5% or 6% reduction in the 
ilar. 

Mr Friedman: Yes. I guess I can only tell you that I 
not believe that tariffs—the dollar, I think, will have an 
eresting effect, although in some areas not as large as 
ers. For instance, the gasoline pricing is a particular 
ymple: It is not going to be a particularly important 
tor. In some areas where the pricing is reasonably close, 
ink it will be a factor. 

As for the distance from the border, that is an area we 
just beginning to study. We cannot tell you. We only 
yw about the seven specific border points. How far and 
what per cent the phenomenon is reaching beyond St 
tharines and the Hamilton-Dundas and the Niagara area 
1 others, we are just beginning to take a look at. So I do 
have a good answer to tell you. 


‘Mr Phillips: When will you have an answer on that? 
Mr Friedman: Probably in three or four months. 


Mrs Sullivan: There are a couple of things that are 
t observations in the beginning. The issue has been 
ntified by retailers as being a problem in a recessionary 
iod as well, which may be a factor in some of the 
ficulties here, and I do not think we have talked about 
t very much. We have talked about the impact on the 
ullers themselves, the fear of going out of business. We 
re talked, to a certain extent, of the economic impact on 
community. But we have not at all talked about the 
ial impact on the community, and I would like to come 
k to that, because I think it is quite significant in some 
dur towns. 
When you talk about the distances that are affected, the 
a in my town and in the towns I represent tell me 
this is a factor, that is, Oakville, Burlington, Milton. 
that is some distance moved in. Mississauga people tell 
that it is affecting their retail operations as well. It 
fe to me that where people used to shop for specialized 
(chandise and were prepared to travel distances for that 
‘chandise, say, going out antiquing for an afternoon or 
1 model train store, whatever, you would be willing to 
el, say, from my community to Oshawa or to North 
/ or wherever as an outing, but within Ontario. Now 
it Iam seeing, even in Ontario shopping, is people 
ling to travel distances, say, to go to a price club— 
ch is an American concept and in fact ownership—to 
10 Cambridge for the specialized prices on men’s shoes, 
(0 to Acton for the leather and so on. And people know 
sisely where those places are located, where you can 
the bargains and are willing to travel the distance to do 
, ven within our own borders. 
When the travelling decisions are made, I think, to go 
American outlets, they are made for the same reasons. 
fact is that there are bargains, and people are finding 
Zains. You are suggesting that maybe pricing is not the 
reason. In my community, people make return visits 
ause they find there is an advantage—and they have 
€ all the analysis, I will tell you—just for the same 








reasons that they go back to the price club to buy their 
groceries instead of going to the local greengrocer or the 
local Loblaws which is down the street. 

In Quebec, the tax reduction in terms of the distance 
affects a very different community than it affects in On- 
tario. If you look at where the gas tax reduction is, it is 
basically through the eastern townships into a distance that 


is substantially away from the border towns where people 


are doing their shopping. Their analysis says that people in 
fact are moving far greater distances to go into the American 
towns for shopping than in fact we have identified so far in 
Ontario, and I would just like you to comment on that. 

I am interested in your comments about innovative 
marketing, because the innovative marketing ideas so far 
that appear to be to have been looked at tend to the factory 
outlet, the loaded-down operation and so on. I will tell 
you, the downtowns of our communities are going to be 
extraordinarily and negatively affected if that is the major 
kind of retailing operation that will suck the breath out of 
the downtown retailers. That is an economic factor that 
somehow has to be built into these discussions. Oakville is 
already suffering, for example; Burlington already suffering. 
We could go into the Oshawas and Whitbys. They have 
already identified a problem, and the cross-border shop- 
ping, the retailers there feel, is simply adding to it. I think 
the business improvement areas have probably identified 
that as a factor. The historical societies in fact are identifying 
it as well, because they are seeing downtowns destroyed 
because of the kind of retailing that tends to occur in the 
older downtowns. I do not know if you have factored that in. 


_I guess it is something else I wanted to throw in, relating to, 


once again, the distances that are affected and the various 
kinds of effects on communities that are involved in this 
problem. I guess that is it. 
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Mr Friedman: Let me begin with your first comment, 
which talks about the recession. I think that is a very inter- 
esting point. When we first started looking at this phenom- 
enon, there was not a recession, or at least people did not 
perceive there to be a recession. An interesting factor was that 
in many of the border communities that we have identified 
most people were not working on the problem because, in 
fact, retail sales in most of the communities were still up 
5%, 8%, because consumer spending in the fall of 1989 was 
very good. So they knew the phenomenon was happening, 
but no one was doing anything. 

Thunder Bay happened to be an unusual community, 
which was affected by it or interested and so on, but in 
most of the other communities we visited and talked with 
there was not a great panic about this issue in the fall of 
1989, not by the retailers, not by the municipal politicians, 
not by most of the economic development people in those 
communities. 

The panic, or at least the attention, if you want to call it 
that, started to develop as 1989 came and as the recession 
began to take hold and consumer spending began to dry 
up. Then people began to say, “Holy smokes, there are 
serious problems here.” Cross-border shopping is one of 
the things we could put our hands on to say, “Look, this is 
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something that is hurting.” To be honest with you, there 
are more things hurting than cross-border shopping. 

We already talked about the lack of innovative moves 
by many of our retailers. Some of the problems are that our 
downtown merchants have not been upgrading, updating. So 
it is a complex problem. It is easy to put your hand on 
cross-border shopping because it is visible. But the reality 
is that change is what we are talking about. Unfortunately 
many of our business people were not keeping up with 
change as quickly as they might have. 

Now we are using the cross-border shopping issue as a 
way of focusing the people to take a look at this rapid 
change. It is not only factory outlets. Factory outlets are 
the way the Americans started to do it a few years ago. We 
would like to look at the next wave—we should be looking 
not at the factory outlet wave—but what is the next wave 
that is coming in retail shopping, and let’s get on to that 
before the Americans get on to that. 

So that is really what we should be looking for, to be 
innovative and looking for what is coming down the pike 
next year and the year after, not only copying the Americans 
or the other people. And the other people are even ahead of 
the Americans in retail in many parts of the world. 

I guess what we are saying is that the important ele- 
ments are to be innovative, to keep ahead of the change, to 
understand what consumers want: price, convenience, 
quality, all those things; value, really. When we are able to 
do that, whether it be in the downtown cores or in the 
outlying cores, that will remain to be seen, I guess, and 
what are the new kinds of things one wants to do. 

The other important point, I think, which I did not talk 
about when Mr Phillips talked about the manufacturing, is 
that it really is not only a retailing phenomenon in the 
concept. It is really an integrated mechanism, where the 
retailers have to work with distributors, with the manufac- 
turers. The whole concept has to be innovative. Another 
example I could use is IKEA. IKEA is an innovative retailing 
_concept because it is an innovative manufacturing concept. 

It is those kinds of mechanisms we have to work to- 
wards to keep ahead of the game and be able to compete 
with our American cousins and anyone else. I do not know 
whether that answers your questions or not. 


Mrs Sullivan: When you talk about moving away 
from the factory concept—I was very interested in looking 
at the Sealy operation that went under at Steeles and 427. 
That company went under. It was bought out in a liquidation 
by another operation. Within two weeks of that company 
closing down—and it had been selling its merchandise basi- 
cally through the large department stores—it was doing $1 
million worth of business a day, and people were travelling 
hundreds of miles to make their purchases there. Now, 
some of that is management, some of it is distribution, but 
there have to be other factors as well. That is one situation 
that has occurred here, where the merchandise was not 
going out to the community; the people were coming in 
there. 


Mr Friedman: [| think you are right. Again, I go back 
to convenience, value. That involves delivery, it involves 
having good stock on hand, it involves a lot of factors that 


make consumers happy, and that is what we have | 
striving for. I guess my own view is that we have 
capacity and capability of doing that. It is a matter of t 
motivated, and I think we are not motivated. 


Mrs Sullivan: Just to my last point, are you look 
the effect of this phenomenon on the economic viabil! 
downtowns? 


Mr Friedman: We are certainly working with - 
to look at—the downtowns are being devastated 
much in those communities, There is no doubt abo 
Even Windsor. Certainly Sault Ste Marie is feeling i 
just because of the cross-border shopping but becau 
Algoma. The Niagara region certainly is feeling it 
Cornwall and Kingston. All of them are feeling it i 
downtown core, no doubt. 


Mr B. Ward: I recognize this is a very complex 
that has a number of factors all playing together one 
or the other, interacting. I would like to focus on the 
estate cost for a moment. I do not know for sure, tl 
just what I have heard, that land in Buffalo—and a 
manufacturer used it as an example—is dirt cheap 
pared to what it is in Ontario and Canada. Recogn 
that perhaps there is some economic devastation occv 
along our border towns in the core areas in the retail s 
if our land was more expensive in the past, shoul 
market forces have some play into the cost? If no ¢ 
willing to buy or lease space in Ontario border t 
obviously the cost should be coming down. At prese1 
you think the cost of real estate is playing a role i 
price of a product that you can purchase in the U 
States compared to Ontario? 


Mr Friedman: | think you make a very good | 
However, there are many people in existing sho 
malls paying huge prices on long leases. So I think yc 
right in new facilities or many facilities that are now 
developed. I think the prices in fact have come dow! 
matically, the real estate prices, but they are still f 
than they are in the United States. 

The interesting part, which we did not really ge 
very much on this issue, is that prior to 1989, the Ame 
really were not doing very much to promote this iss 
was happening, but they were not promoting. Since 
the Americans have gotten significantly more interes 
this, and two things have happened: 

One, major shopping malls have been position 
each border point, so now in Cornwall you will be al 
go to a very sophisticated shopping mall just acros 
border, where prior to that there was nothing; the. 
with Sarnia, and certainly in the Niagara region the 
improving their situations. 

Two, they are doing a significant amount of prom 
in Canadian newspapers, so they are wisening up 
their perspective and doing significant marketing t 
Canadian scene. 

These new malls are coming in and they are very 
malls, many of them, 800,000 square feet and so on. 
are not incidental little malls they are putting in; the 
very large. And because of that, they are providing 
elements. 
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In terms of real estate, I think the prices have come 
wn, but where people are on long-term leases it is a 
’blem. 


MrB. Ward: They are stuck with them. 


Mr Friedman: So it is improving, but by no means 
ized. 


Mr B. Ward: I have two other points I would like to 
on. The aspect that these super malls are locating in 
close proximity to the border points, does that more 
ess give you, in your opinion, the fact that some American 
ilers are no longer focusing on the American consumer 
are focusing on the Canadian consumer to a greater 
ee and, in fact, that is what they are relying on for 
rt business growth? 


Mr Friedman: Exactly. I think that is certainly true. 
many of these situations the Canadian side is bigger 

the American side. In Sarnia, in Cornwall, in Sault Ste 
ie, the Canadian side is larger than the American side. 
they definitely have a campaign to get the Canadian 

per to come, and what I am saying is that is a more 
emt phenomenon. It certainly happened to some extent 
at to 1988-89, but now it is sort of a conscious effort, 
ch is not helping our problem. | think that is certainly 
ing to our problem. 


Mr B. Ward: The third point I would like to get at is 
Canada has always been a safe society; we have al- 
: played it safe. We invest in Canada savings bonds, 
traditional banks, whereas the Americans invest in 
*ks and bonds, seem to be more risk-takers from a capi- 
tandpoint than Canadians, traditionally. The fact that 
Americans seem to be outhustling us when it comes to 
il along border points, innovations—they have already 
e through the phase of the discount factory malls, and 
we are kind of looking at that as an option, when you 
we should be looking to the future. Other than long- 
marketing, how do we instil the innovation that is 
ssary for our retailers to begin to look to the future 
say, “We can compete head to head’? It has to come 
1 inside, I think. We need risk-takers, people who are 
ing to take a chance, and how do we overcome the fact 
we are Canadian? 


Mr Friedman: That is one of the things that our mar- 
g strategy and community involvement are trying to do. 
are trying to get our retailers to begin, or continue, 
¢ of them, being innovative. With communities, 
ps of communities looking at the issue, I think we are 
mning to do that. I think some areas will be faster than 
rs, but I think what is happening, and the reason I said 
is that necessity is now forcing people to do this. 
epreneurs are entrepreneurs. They do not like to be out 
lusiness and they will become just as aggressive, just as 
ative as their American cousins are if they are re- 
ed to be that way. I think we are beginning to see that 
ome areas; we are starting to see that phenomenon 
ening more and more. I think it can be done. It is a 
er of how fast, and it certainly will not be across the 
d simultaneously. 
















Mr Hansen: I guess I do not have to give Mr Kwinter 
any history lessons. I think he has been there before I have 
been, but I know in the early 1960s, most young people 
went to the United States just to grab a beer because the 
age was 18. That was your shuffling off to Buffalo. 

At that time you did not dare bring anything back 
across the border with you because they would impound 
your car. There was that fear of coming back, if you were 
going to smuggle something in, and there was not the 
openness of saying that you could purchase this and you 
could purchase that, even right up until 1980. I took a look 
at the chart in here and my experience coming back from 
the Buffalo Zoo. One of my children bought a small item 
at the zoo. It cost $3. I wound up paying, I think, 78 cents 
duty on it. So it was a lot different in 1980 from what 
Started in 1987. In 1987 we hear the rumblings of free 
trade coming up. More people are starting to go over. In 
1989 they get the impression that free trade is here, that the 
consumer can walk over. At the borders now there are so 
many people they cannot stop me. Look at the lineup. 
They just push and push and push through. So nobody 
ever thinks about your car impounded now because there 
are SO many waiting behind. A lot of attitudes have 
changed. People do not fear that any more. 

The other thing I wanted to mention also is the service 
over there. We talked about service. Buy something in the 
United States, you know where you take it for service? 
Back to the United States. You cannot take it to your corner 
dealer. They cannot honour the warranty here in Canada be- 
cause it is a different division of a lot of the companies. 

The other thing I want to mention—and they are more 
comments to maybe take back—is that for years our busi- 
nesses have invested in our communities. The American 
businesses are not investing in Vineland, Fonthill, the 
small towns. This is what I brought up earlier. If we are 
going to have business investing, we have to patronize 
these businesses in our small communities. I think this is a 
point to tell people: that these businesses have supported 
ball teams, supported the hospitals, supported all these dif- 
ferent activities that we have in our small communities. If 
we Stop dealing with some of these businesses locally, just 
because we are talking about a dollar or two, we are going 
to lose out with what we have in our communities. It is not 
a question, but it is a point. Listening to all the questions 
here I think there were quite a few that came out. These are 
my feelings living in the Niagara area. 

We own a business there in Welland and we do have 
Americans come over to buy our central vacs, which are 
better quality than what they can buy in the United States: 
5% of our business; it is not all of our business. We depend 
95% on local people to purchase from us. 


Mr Jamison: I have two questions for you today. I 
would like to ask you for your information or background 
on the one vital area for small business, that of course 
being interest rates and how a small business carries its 
debt. I would like a comparison of what it would cost a 
small business in Buffalo or in any border community to 
carry the outstanding cost of doing business compared 
with the cost of a small business borrowing from the bank 
here in Canada, and what kind of impact that would have 
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on your ability to compete. That is my first question, and I 
have a second question after that. 


Mr Friedman: Certainly the interest rates are an im- 
portant factor. The interest rates vary between Canadian 
and American by four or five percentage points. So carrying 
costs on merchandise definitely are a vital component. It is 
very difficult for me to tell you what percentage that com- 
ponent is. That will be looked at in the pricing mechanism 
that we are looking at. But it certainly is an important 
factor, no doubt, because it involves more than just the 
working capital that you need to operate, it involves other 
kinds of capital costs that you have to borrow money for. 
So it is certainly an important factor, no doubt. 


Mr Jamison: Okay. You do not have any real infor- 
mation about the actual cost, but what you are saying is 
that you are going to develop that information. 


Mr Friedman: Yes. We know the differences are 
around 4% or 5% between the Canadian and American 
interest rates, but what factor that is on each product is not 
a simple thing to determine. On each product you have to 
analyse, and some of that analysis will be done when they 
look at these various products. 
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Mr Jamison: The second question: I have a perception 
that over the recent months there has been a tremendous 
increase in the number of people who are cross-border 
shopping, and I think it has proven out here from what has 
been said already. Myself, I really feel that once the GST 
was implemented, it was almost like a backlash, that people 
said: “Well, that’s it. I have had enough.” It is almost as if 
it were an automatic response to cause that quickening of 
the pace of cross-border shopping. Do you find in any of 
your studies that the introduction of the GST may have 
played a role in heightening the response of people to go 
across the border more readily? 


Mr Friedman: Rena has some data. I can only tell 
you that it is early in the game as far as the GST goes. It is 
a contributing factor and we may be able to tell you how 
much it is, but it is a continuing phenomenon. It certainly 
has not helped and has probably accelerated the situation, 
but it is a continuing curve that has been going on very 
heavily since 1989. It has certainly added to that phenomenon 
on certain products. 


Mr Jamison: Just so I am getting the message clearly 
across to you, I wonder if we could look at that from the 
time of implementation of the GST—because there was a 
standard date on implementation—to see if there is any 
increase. I know that is a lot of work; I know you are 
doing a lot of work, and you are doing, in my opinion, a 
very good job of trying to get a handle on this, but I think 
there was a reaction in the general public that basically 
~ said: “Hey, enough is enough. If I didn’t have a reason for 
going, now I do.” 


Mr Friedman: We will certainly be very happy to 
come back to you and get the January-February statistics 
as Soon as we can and let you know just what added effect 
that had on the issue. 


Mr Kwinter: I would like to talk briefly about 
issue that we really have not touched on. It was allude 
when we talked about Sony, but we really have not 
plored it, that is, how you overcome—and I am lookin; 
you, Peter, for some solutions—the economies of s 
and that fact that you have a 270-million-person marke 
the United States and you have a 27-million-person ma 
in Canada. A company like Pharmor, which is a comb 
tion of Consumer’s Distributing, K-Mart and all that si 
can go to Sony and say: “We will order from you 10, 
Sony Walkmans and use it as a promotional item. Whe 
your best deal?” In fact, they can buy it and, in most ca 
they can sell it cheaper than the Canadian retailer can 
it, and even at the promotion price make more money t 
the Canadian retailer can make on it. This happens all 
time. 

One of the Toronto papers—I do not remember wl 
one it was—had a comparison of branded merchanc 
not one with smaller engines but identical, saying, “If 
bought this in Buffalo, this is what it would cost yot 
you bought in Toronto—’” factoring in everything, facto 
in GST, factoring in the tax. Some of them were kin 
comparable, I think a couple of them were even cheap 
you bought it here, but by and large most of them v 
significantly cheaper in the United States than they were I 

That has nothing to do with marketing. It has notl 
to do with competitiveness. It is the power of being abl 
buy it, the clout that an American Sears or another Amer 
company would have with its vast customer base an 
ability to buy in the tens or hundreds of thousands, 
pending on the item, and negotiate that kind of price. 
do not have that consumer base here to do that. Hov 
you deal with that? 


Mr Friedman: I guess my answer is that, in cel 
areas, to deal with those giants is going to be diffict 
think it is a matter of marketing mechanisms. Quite ¢ 
those situations look for the lowest quality product 
quite often the low line of the area, and in that area 
probably will not be able to compete. But if you are ge 
up to the higher line areas, which is where perhaps we 
want to concentrate—but that is where the merchandi 
mix comes in and how you might look at it—we migl 
able to compete, because they are not going to be bu 
perhaps quite as large a number of those areas. 

In some areas, where you are competing against al 
volume in a huge situation, you probably will not be 
to compete: directly. But maybe people are not interest 
the lowest-priced consumer electronics. Maybe they 
interested in buying one that is better quality. For inst 
Bay Bloor Radio is in business; it is not selling proc 
that are at the lowest in the market and it is selling th 
very effectively. Again, it is through a merchandise 
product mix. We will not be able to compete in every 
but we might be able to compete in parts of the market 
have big retailers as well here. We have Eaton’s; we! 
Simpsons. Those people can buy fairly large volumes. 

As I say, in the short term, these people and the pe 
at the border communities are going to begin lookir 
those same distribution mechanisms and those same | 
of buying big volumes. We know products, for insté 
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t are sold in Canada in those fields cheaper than in the 
ited States, even electronic products. 

I guess my answer is that selectively, I think we can 
npete—not on everything, so we have to choose our 
ducts and educate our consumers that sometimes the 
yest-priced product is not always the best value. 


Mr Kwinter: Let me give you a case history of some- 
ig that happened to one of my constituents. He came in 
see me about it; he knew I used to be the minister of 
ustry and trade. He took some pride, and he is a profes- 
nal man, which was kind of interesting. He wanted to 
1 a Lifecycle, you know, one of these things you ride 
| it has all the computer printout and everything else. He 
nt to one of the major chains in Toronto and I think—I 
not remember the exact figure but it was in excess of 
000—$3,200, $3,300. He. had three of his friends who 
nted to buy it as well. These guys are very, very sharp, 
| they said, “This is ridiculous; that’s too much money.” 
they took a look at where it was manufactured. It was 
nufactured in the States, and they called the manufac- 
st located in the Midwest. He told them who he was; he 
1 them he is a doctor. He said: “I would like to get this 
1g and I have three colleagues who want them. Can you 
me where in northern New York you sell them?” They 
e him the address of a company in Buffalo. They called 
n Toronto and said: “We’ve talked to the manufacturer. 
gave us your number. Could we get four of these pieces 
quipment?” 
First of all, he called up and asked if they had it. He did 
say four; he asked them how much, and was told 
$1,500. He said, “Oh, great, do you have them in 
*k?” They said, “Oh, we have lots of them.” He said, 
hat about four?” They said: “Well, if you want four, I 
really give you a deal. I'll give them to you for 
200.” So he said: “Fine, we’ll take four. We’ll be there 
weekend to pick them up.” 
They got into a van, they drove to Buffalo, they paid 
$1,200. They came to the border, and the total with 
tything, the GST, the works—because they are not 
qufactured in Canada, I do not think there was any tariff 
them—cost them $70 plus the exchange. He came 
ae and said, fabulous, they love it. 
That is being duplicated every single day, where people 
taking a look at their economic opportunities and say- 
“A dollar in my pocket is as good as a dollar in some 
iler’s pocket and I am going to go where I can save 
self some money.” And they become very ingenious 
ut it and they really work at it. This is just a casual kind 
hing. They look at it and say: “You know, it pays us. 
can go down there and, collectively, do you know how 
+h money we are saving just by taking a trip to Buffalo?” 
tis the problem we have to address. 
) 
Mr Hansen: It was four people who went? 


Mr Kwinter: No, they just sent one guy down to 
g back the— 

Mr Hansen: Because they ask at the border: Is it for 
r own personal use? Normally, you would not bring 
thing in unless you were an importer. 





Mr Kwinter: Maybe the four of them did, I do not 
know. The four of them may have gone down and got them. 


Mr Friedman: I guess the only comment I can 
make—and that may not help—is I believe that our con- 
sumers are much more innovative today than our retailers. 
I think the name of the game is that when our retailers 
become as innovative as our consumers, then some of 
these opportunities are going to change. I understand what 
you are saying, but our consumers seem to be extremely 
innovative, and they are becoming more innovative by ne- 
cessity. Doctors do not necessarily have to be innovative. 
The reality is that they could have probably bought it for 
$3,000. But being innovative and looking for opportunities 
seems to be what many consumers are doing. 


Mr Kwinter: If I could just make one comment. The 
point is that the consumer has the option to take a look at 
the options that are out there. Unfortunately, a lot of our 
retailers do not have that option. They cannot be as inno- 
vative as the consumer because they do not have the op- 
tion. They cannot pick and choose where they are going to 
be selling or where they are going to be. They are stuck 
where they are and they have to deal with the people who 
walk in their door. The consumer can go anywhere he 
wants to where he thinks it suits economic advantage, and 
that is the problem. 


Mrs Sullivan: I wanted to provide a supplementary to 
Mr Ward’s comments relating to interest rates, because 
they are a factor in several ways, including cost of interest 
on land purchase or, if that happens to be a phenomenon, 


-cost of borrowing for inventory, and then the other side of 


it is the cost of credit. 

In fact, I just looked at a bill—the American credit 
laws require disclosure on monthly and annual basis of 
cost of credit to the consumer—that I had on an American 
credit card. The cost of credit there right now is running 
16.6%, yet if I look at a comparable store in Ontario the 
cost of credit is 24% to 26%. So it is clearly a factor both 
from the cost of the overhead and cost to the consumer. 
Just to say you are right; it is the first time I have agreed 
with the NDPs since they were elected. 


Mr Stockwell: I talk to some people occasionally and 
they talk about the retail business. Right now, I think you 
would have to have rocks in your head to go into the retail 
business. Clearly, the taxes, locally, provincially and feder- 
ally, are killers. 1 do not know whether you have investi- 
gated it or not, but in my humble opinion, if you look at 
these things, your tax rate as a small business person is 
absolutely ridiculous. You are paying taxes that you never 
paid before now and you have to pick up exceptionally 
high costs to operate a small business. I am not suggesting 
interest rates are not part of it and I am not suggesting 
there may be some build in for GST, but when you pile 
health tax—they are talking about worker protection tax 
on top of that tax—and your local tax, your business tax, 
your corporate tax, etc, and you compare it to your Ameri- 
can counterpart, I think you will find one of the largest 
discrepancies of all. 


Mr Friedman: I would like to answer that because 
that is one of the most interesting phenomena of all. One 
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of the things we are finding, interestingly enough, is that 
the rate of new business starts in Ontario is just as high as 
it is in the United States. Even in the present recession, we 
are getting 40,000 to 50,000 new businesses being started 
in Ontario. 

Mr Stockwell: How about closing? 


Mr Friedman: The closings are definitely up, but you 
are making the point that people perhaps would not or 
should not or are not starting businesses. The interesting 
part is that people are in fact starting businesses. 


Mr Stockwell: I am not disagreeing with you. I think 
they are starting the businesses; they are just not staying in 
business. 

Mr Sutherland: Is that retail or all businesses in gen- 
eral? 

Mr Friedman: No, no. All businesses are about that. 
About 70% are service, 6% are manufacturing and the rest 
are retail. So there is a fair number of retailers starting 
now, as there were last year, as there were the year before. 
I think that is another element, frankly, that is interesting, 
that will help our competitiveness: that there are a lot of 
people starting businesses. That is one of the reasons that I 
am optimistic about what may be happening in Ontario. 

Mr Stockwell: But that is the most misleading figure 
of all. I am in my mall, where I am. There are lots of 
people starting businesses and they are coming into business 
and they are going out far quicker than they ever were. 
They are opening and closing sometimes in months. I do 
not think that is indicative. If you are going to look at 
openings, look at closings as well. 

Mr Friedman: We are looking. We have looked at 
closings and they are up— 


Mr Stockwell: Dramatically. 


Mr Friedman: I do not know about dramatically. But 
from my perspective, as long as we have a lot of people 
starting businesses, it is a very healthy sign. The Ameri- 
cans, by the way, are also going out of business. Failure 
rates in the United States are almost as high as they are in 
Canada, so one of the interesting parts about the overall 
elements of small business is that we are not worse than 
the Americans. We are in the same basic situation. We have 
just as healthy a business startup situation. The failure rates 
are no higher in Canada and in Ontario, particularly, than 
they are in the United States, and that is the good sign. | 
mean, that is really what is exciting. People are still starting, 
and a percentage of them are going to grow and a percentage 
of them are not, so there are various people out there who 
are going to be innovative, are going to find new ways of 
doing things, and they will certainly not overcome all the 
barriers. 

Many of the things that you have said, and Mr Kwinter 
and others, are real barriers, and no one is going to say that 
some magic wand is going to eliminate them, but nor, on 
the other hand, are we doomed to failure and it is all over 
and everybody is going to go to the United States. I do not 
believe that either. So there is a sense of balance that 
seems to be, at the moment, tilted this way, which I think 
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we can neutralize some more, and that is really what 
point is all about. 

The Chair: Just in closing, I think it might be u: 
for the committee to have copies of your marketing strat 
Can we get that? I believe you said that in early | 
Agriculture Canada is bringing in a study that it has d 
Will you be getting copies of that, and can you fon 
that to us as well? And could you also forward to us stu 
about what you are talking about as being the next way 
terms of retail marketing? And any other studies that 
coming in, perhaps you could share them with this c 
mittee as they come in so we can be updated. Thank 
very much for coming. For the rest of the committee 
have one last item to do. 


Mr Kwinter: Peter, well done. 
Mr Phillips: Solve this problem. 


The Chair: That’s right; we have the answers tc 
questions. 

Miss Anderson has done some research for us and 
another item for us today that she would just like to s 
few words about. 


Miss Anderson: This morning people had as 
about different tariff rates coming into Canada, and 
about limitations, and I just happened to get this in 
mail today, this article, and from page 7 onwards, it ¢ 
you different tariff categories that are applicable to g 
coming across the border now; also on page 10, the lir 
tions that exist at the moment, that you can only brin 
kilos of meat in per person and certain other things like 
So I will continue to get the staging categories for you 
it gives you some initial information anyhow. 

Mr Phillips: J think that is almost all I need. WI 
looked at those, actually it seemed different than the 
pression the MITT person left with us, that it is a min 
4% or 5%. 


Mr Kwinter: If I could just explain: What you 
talking about is that it just happens that those items a1 
that level. As I said to you this morning, the tariff ra 
from as little as less than 1% to as high as 40% bu 
average, it is between 7% and 10%. Now, it just depe 
In these particular categories there, it is 18%, 16%, 
whatever it is, but overall, the average is between 7% 
10%. 

Mr Phillips: I am just saying the MITT. You are 
MITT. The MITT person said around 4% and, to me, 
eyeballed these things, just thinking about a typical 
coming across the border, it seemed higher than 4% or 

Mr Hansen: What they do is average it at the bc 
at 12%. So they do not break it down. You have a ca: 
beer, you have some groceries. They usually just say 
for the total purchase. 

Mr Phillips: I think judgementally that 12% is prot 
closer than 4%, and therefore my own feeling is tha 
hope that the dollar move from 86 cents to 80 cents is g 
to solve a lot of this stuff—I think the tariffs are goir 
go down faster than the dollar. That is all I am saying. 

The Chair: Yes, but just remember that from 86 
to 80 cents is somewhere in the area of 9 percentage pi 





28 MARCH 1991 F-563 
The Chair: Thank you. This committee is adjourned 

until next Thursday, 10 o’clock in the morning. 

Mr Phillips: Let’s say it is 7% or 8% and let’s say it is The committee adjourned at 1712. 

© of the tarrifs. I am just saying that that ain’t going to 

he solution. That is all. 








erms of exchange rate. It is calculated differently. It is 
a one-to-one relationship. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Thursday 4 April 1991 


The committee met at 1007 in committee room 1. 


CROSS-BORDER SHOPPING 


The Chair: We have a quorum now. I would like to 
‘come the Minister of Revenue this morning to the 
nding committee on finance and economic affairs. If we 
uld begin with your written presentation and then we 
ll move into the questions. If you would like to begin 
w, Minister. 

Hon Ms Wark-Martyn: I would like to thank you for 
: invitation this morning to come and speak with all of you. 
vould like to also thank you for taking on this issue and 
ognizing it as an important issue across this province 
d actually across the country. 

With me this morning is Roy Lawrie, assistant deputy 
nister for tax revenue; Burke Williams, director of the 
ail sales tax branch, and Ralph Robertson, senior manager 
legislation in the retail sales tax branch. 

The Ministry of Revenue has been doing some work 
cross-border sales. Being from a cross-border shopping 
mmunity, I also am very aware of the problems and 
me of the complaints and some of the avenues that were 
gested to solve the problem. 

Underlying reasons for cross-border shopping are many. 
e first one and the most obvious one to the consumers is 
it goods are cheaper in the United States, so it makes dollar 
se for them to go there and purchase what they are look- 
t for. The Canadian dollar is high, which also makes goods 
2°n more appealing in the US. The marketing practices: In 
: US the retailer is more likely to buy directly from a 
inufacturer, while in Canada the tendency is more to buy 
ough wholesalers or distributors. Economies of scale: 
ere is more demand in the US because of the larger popu- 
ion than what we have in Canada and Ontario. Business 
es are lower in the US and this is the result of different 
alth, social and educational services that are offered. And in 
nada, the provincial support is at a higher level. 

The free trade agreement created a perception among 
isumers that they could go to the US and get their articles 
2zaper and pay less tax or, in some cases, no tax. Also, 
: tariffs have affected that. The goods and services tax 
0, after it became law in January, increased the amount 
people cross-border shopping, and one of the reasons 
it they were giving was that because of the goods and 
vices tax it seemed to be cheaper for them—economic 
ise for consumers—to go there. 

I believe a very small reason is not enforcing the col- 
tion of the retail sales tax. Many consumers believe that 
en they cross the border, they have paid all the taxes 
y have to pay to the province and also the differences in 
at we would be charging tax on compared to what the 
leral government collects, the customs offices collect. 
there would be a minimal effect, I think, of collecting 





the retail sales tax at the border, and I think that has to be 
an educational experience where people are educated on that. 

The ministry has been lobbied by border area chambers 
of commerce, merchants in close proximity to the border 
who are losing business, border area city and town councils 
and, I assume, we will be lobbied in the very near future 
by the new committee that was set up by the area mayors 
who were in the city yesterday to meet. 

Many people have talked about collecting retail sales 
tax at the border. It is our understanding that in order to do 
that, the province must join the federal government’s GST 
before the federal government will consider collecting retail 
sales tax at the border for us. 

The least expected is a harmonized tax base. Our bases 
are different from the federal government’s. The training 
of customs staff would be very difficult and would have to 
be taken into account. The issue has been explored at the 
senior staff level with Revenue Canada, customs and excise, 
and also with other provinces. No other provinces have yet 
achieved it, not even Quebec and Saskatchewan, which did 
harmonize with the GST. The federal government is still 
not willing to collect retail sales tax for them at the border 
crossings. The difference in bases includes the following 
items exempt in Ontario but taxable under GST: children’s 
clothing, books, newspapers and shoes under $30. 

Canada has a returning-resident exemption which Ontario 
has not adopted. Difficulties for Revenue Canada caused 
by residents of other provinces crossing into Canada via 
Ontario: Something else that we would have to take into 
account is travellers who just end up coming through a 
border crossing, not because they are cross-border shopping, 
but just because of their travelling plans. 

Ministry of Revenue border collection has also been 
looked at. It would be a very costly project to begin. It 
would require at least five people at all border crossing 
points, and there are 14 US-Ontario border crossings. Con- 
sideration would also have to be given to establishing the 
same type of collection at provincial borders and at the 
international airports. 

Without a returning resident-exemption, the retail sales 
tax would be payable when the GST and duties are not. There 
could also be a constitutional argument, as Ontario may 
not have the right to check on international border points. 

Ontario could place employees in the Revenue Canada 
customs offices to collect retail sales tax. We would have 
to ask for permission to do that, and most of the border 
crossing offices are now too small for the staff who are in 
there. So the thought of bringing in more staff I do not 
think would be accepted by the staff who are presently 
there or the federal government. 

Recent federal action: the express lanes that were set 
up in Vancouver. Apparently there is going to be one set up in 
Ontario; I believe it is this summer at some point. We have 
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not been consulted on any of what the federal government 
is planning to do with that. 

The rule for the express lane is that it is a special lane 
at the border, set up for permit holders only. The users 
must be lawful residents of Canada or the US. They must 
be frequent travellers between the US and Canada. They 
must apply for a permit and pay a $10 annual fee. The permit 
is not transferable. The permit holder must report loss, 
theft or sale of the vehicle. Only family members listed on 
the application may be in the vehicle. No controlled or 
restricted items may be carried, no business materials, pro- 
fessional goods or goods for resale. All items must be for 
personal use and adults are entitled to 1.14 litres of alcohol. 
Canadian residents would use the traveller declaration system 
and pay tax with Visa or MasterCard. The 24- and 48-hour 
tourist exemptions may be claimed by qualifying travellers. 

So far the Ministry of Revenue has limited to vendor 
mailouts explaining the obligations of returning residents. 
An advertising campaign and education campaign was 
considered by the previous government, but it felt that it 
did not want to go ahead with that for its own reasons. The 
present newspaper articles on cross-border issues have 
also made the public more aware of cross-border shopping 
and the effects it is having on us as a province and the 
effects it is having on the municipalities directly affected. 

Co-operation with other jurisdictions has begun. Ex- 
change-of-information agreements have been signed with 
all provinces. An agreement has also been reached with the 
state of Ohio, and we are actively pursuing agreements 
with other states. This addresses, unfortunately, only the 
instances where the goods are shipped into Ontario and 
exemption is claimed in the sending jurisdiction, so the 
agreements will not address the Ontario residents shopping 
in the US and returning with their purchases. The branch is 
able to assess tax on the purchases made and shipped to 
Ontario from the data received from other jurisdictions. 

Sunday shopping also has a minimal effect, I feel, on 
cross-border shopping. In meeting with people through the 
whole time period before the ruling came down from the 
Supreme Court, the chamber of commerce people did not 
feel that having the stores open in their community was 
causing more people to stay in the city, in that municipality, 
to shop on that Sunday. People were still going cross-border 
shopping, so they did not feel that had an effect. 

The two main articles that are purchased when people 
go to the US have been gas and groceries, both of which 
we do not collect retail sales tax for. So collecting retail sales 
tax at the border would not mean that we would be collecting 
on those two articles, which are the largest purchases that 
people make when they go to the US. 

There have been explanatory talks at senior-official level 
with regard to the collection of retail sales tax by Canada 
Customs. The differences on the tax paid would create a lot 
of difficulty and therefore would make it almost impossible 
to do unless we were willing to have the same tax base as 
the federal government has. As I said, where the tax base 
has been adopted by other provinces, as in Quebec and 
Saskatchewan, the federal government will still not collect 
the tax for them. 


We are presently working on an agreement to go to 
Jelinek, the Minister of Revenue for Canada, to ask i 
would agree to collect the retail sales tax at the border 
order to do this, we have to be prepared to have a bargair 
tool to take with us. I am prepared, in consultation with 
Treasurer. and other ministers affected, to introduce 
amendment to extend the federal returning-resident exer 
tions to retail sales tax. All the indications we have 
from the federal government thus far have said q 
plainly that it will not collect our tax. Maybe by offerin; 
have the same exemptions as they do, we may be abk 
collect some. I do not know, and that is something that 
are presently working on. 

Mr Kwinter: I have several questions that I we 
like to pursue. One of the things that bothers me about: 
whole issue is that I do not think we really have a har 
on the magnitude of it. I think that all of the figures 
predicated on what happens with declared goods at 
border. I do not know what the proportion is, but it coulc 
one fifth, a tenth, a hundredth of what really comes act 
the border. 

Do you not think it would be valuable for the Mini: 
of Revenue to at least identify, as accurately as it could, 
magnitude of the problem? You can come across the bot 
and if you have gone over for the day and if you claim 1 
you have bought less than $20 worth of goods, you | 
say that and away you go. Again, without trying to imp 
any motives to people, I would be surprised if anyb 
goes over to Buffalo for the day and spends as little as $ 
but they come across and they say that they do. 

If we could get at least an idea of the size of the probl 
it might justify some measures that might seem to be terri 
expensive, given the problem as we see it on decla 
goods, but may be very, very small in comparison to 
actual dollar value that is flowing out of Ontario. 

I do not know if any of your officials or anyone has 
idea or has thought about trying to identify the size of 
problem. 
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Hon Ms Wark-Martyn: We have definitely thou 
about identifying the size of the problem and realized 1 
it is a very large problem. We do not have a handle 
probably how serious the problem is, because as you sa’ 
lot of people probably go through, they say what they hi 
purchased but have not said what they have not purchas 
or have acknowledged what they have not purchased. 

I think doing a study—we have talked about it in 
ministry and I have talked about it with the official: 
would be very hard to do. It would have to be a study 
get a magnitude from one particular area. I could ask F 
if he wants to comment any further. 


Mr Lawrie: I think that only Canada Customs is i 
reasonable position to size the problem, and I think it d 
have occasional surveys of people crossing the bor« 
where they are asked to fill out a detailed questionnaire 
what they purchased. From our perspective, it would 
nice to know exactly how much revenue that we are missi 
but we would require a further breakdown than the fede 
government would to determine which of the items wo 
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» taxable from the point of view of retail sales tax, which 
not the same base as GST, as you know. 

We have also examined the possibility of trying to esti- 
ate the loss over time through looking at our own tax 
le in the border areas, but there are problems with that, 
urticularly with chains, where most of their revenue, ac- 
yrding to the tax roll, is attributed to the head office of the 
ain. It is not on a retail outlet basis. That is not how our 
x roll is structured, basically because that is not the way 
e vendors want it. They want one account for the entire 
isiness. So there are difficulties in estimating it by way 
‘a drop corresponding to an increase in statistics out of 
anada Customs and also out of various studies that have 
en done by municipalities on increasing border shopping. 

So there is a problem. I agree with you; it would be 
ce to be able to quantify it, but Canada Customs is really 
e only people who are able to do it, and even then only by 
ay of a partial survey. As you know, you do not always 
ake a written declaration to customs, coming back over 
e border. 


Mr Kwinter: That is exactly my point. I would say that 
e bulk of the people who come across the border who 
ave been day shopping do not make a written declaration. 
hey just say, “I spent $20,” and away they go. 
Mr Lawrie: That is right. 


Mr Kwinter: It would seem to me that given the fact 
at we have pollsters and researchers who can supposedly 
stermine within three or four percentage points the accu- 
cy of anything that they want to poll— 

Mr Sterling: Except for Goldfarb. 


Mr Kwinter: Well, there are some notable exceptions. 

You would think that they would be able to do a survey. I 
n not as concerned, although I am concerned, about the loss 
"revenue as far as the Revenue ministry is concerned, 
out not getting its 8% retail sales tax. That is an issue, 
it I am far more concerned with the loss of economic 
tivity in Ontario that is going over to the United States. 
ne numbers would pale in comparison, like the loss of 
tail sales tax compared to the dollars that are being spent 
the United States and are not being spent in Ontario. 

So it would seem to me that some creative researchers 
yuld devise some method whereby they could actually 
mple people coming over, and as I say, if they did it 
‘operly, where they could assure them that they were not 

any way trying to catch them or fine them or do any- 
ing else but just to get a realistic evaluation of: “How 
uch did you spend and on what kind of objects? It’s not 
tributable; we’re not going to do anything about it other 
an just to try to get a handle on the issue.” 

It would seem to me, as I say, that there are companies 
at could creatively do that, because it seems that until we 
ally know the size of the problem, we are not going to be 
le to come up with a solution. 

If I could just go on to another area that follows on this, 
hich deals with the size of the problem, have there been 
ly studies by the Ministry of Revenue or any other minis- 
es in the government to determine the impact of cross- 
der shopping as it applies to municipalities that are not 
mally considered border communities? The minister 








announced that she, in fact, lived in a border community. 
We discussed this the last time this committee met. It 
would seem to me that if you have Thunder Bay, which I 
think is about 200 miles away from the border, considering 
itself a border community and considering itself impacted 
by cross-border shopping, virtually every municipality 
within 100 or 200 miles of an American border-crossing 
point would have the same impact. Has there been any 
research to determine the size of that particular problem? 

Mr Lawrie: Not as far as I know. There may have 
been by other ministries. 

Going back to your original question, I understand that 
the Ernst and Young study that was done in Sault Ste 
Marie was on the basis of detailed surveys done, asking 
people what they purchased when they were away. My 
understanding is that one result of that study was that 36% 
of total dollars spent were spent on gasoline and 27% of 
total dollars spent were on groceries. There is one study, I 
do not know how extensive it was and how statistically 
reliable the results were in predicting overall patterns, but 
it has been tried and there have been estimates of who is 
spending what. 

It is certainly clear, as Iam sure you know, that driving 
to the United States for a weekend, particularly to take 
advantage of $100 exemption, is now not an uncommon 
thing as far away from the border as Whitby or Oshawa, 
whereas it used to be. There has been a tremendous rise in 
the number of Ontarians going across in the last few years. 


Mr Kwinter: If I can just end by making two com- 
ments. One, the minister referred to the potential of an 
advertising campaign to educate Ontarians as to the eco- 
nomic effects of their shopping in the United States. I 
would suggest that could be a double-edged sword. By 
buying cheap goods in the United States and the benefits 
that are there, you are depriving Ontarians of a place to 
work, although I support it. You are also going to have the 
problem of bringing it to the attention of a lot of people 
who may not have been doing it, who may say: “This must 
be something that we should look at. I guess somehow or 
other we are not as bright as some of these other people. 
We should be going over to the United States and dealing 
with this.” 

The second comment is about the Sunday shopping. I 
think it is true that when you talk to the mayors they say 
that Sunday closing is not the reason people go across to 
the United States. But what I think is true is that up until 
recently, when Sunday shopping for the last nine months 
or SO was wide open, people were going because of the 
economic benefits. I think there is no question that that is 
the driving force. 

The fact that there is Sunday opening in Ontario or not is 
not going to deter those. But there are people who normally 
would be able to shop on Sunday. They would not go to 
the States, even when they could. But now that Sunday 
shopping is closed, they will go. So it will not impact on 
the people who are already going, and Sunday openings or 
closings are not going to change the number that is there. I 
have no proof of this, but it would seem to me that the 
people who were not going across to the United States, 
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more of them will be tempted to go if they cannot shop on 
Sunday here and they can shop there. 

Mr Stockwell: Other than some gut feeling, such as 
Sunday shopping has very little to do with the cross-border 
shopping, the GST and free trade that brought some kind 
of perception that shopping in the United States is better or 
cheaper or so on, you have very little data to offer us as far 
as lost revenues and rationale and reasoning. Would that be 
fair to say? 

Hon Ms Wark-Martyn: Yes, it is very hard to obtain 
data for lost revenues, because we are not at the border 
crossings right now. We do not know. Our tax bases are 
different from the federal government, so that makes it 
very hard to measure. 


Mr Stockwell: You have very little hope in the very 
near future, other than this meeting with Mr Jelinek where 
you are taking a chip to negotiate with, that we will have 
any glimmer of hope in the future as far as marrying some 
goods with the federal government so that we can collect 
tax in that way. 
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Hon Ms Wark-Martyn: We are doing what we feel 
we can. We feel increasing the tax base would only drive 
our consumers more so over the border. 


Mr Stockwell: Yes. I do not disagree with you. 
Interjection: Do not drive them any further. 


Mr Stockwell: No. The other question is, do you be- 
lieve that your ministry has any role in resolving this problem 
and, if so, what? 

Hon Ms Wark-Martyn: Our ministry does have a role 
in resolving this problem. I think there are many ministries 
and many people in municipalities that have a role. Busi- 
ness has a role; we all have a role in resolving this problem. 


Mr Stockwell: I am far more interested in your role 
and what you see it as. 


Hon Ms Wark-Martyn: Okay. I think we should edu- 
cate the people on the retail sales tax, that it is something 
that people should be paying, because most people whom 
you talk to after they have gone through the border crossing 
feel that they have paid all the tax they have to pay. Many 
people are not aware that there is also a retail sales tax that 
they should be voluntarily paying. Maybe people do not 
realize, and that would be where the education comes 
through, why they have to pay this retail sales tax, where 
this goes to. The dollars go to our social system, our health 
system, our education system, municipalities receive 
grants. We need this tax base to stay in our province so that 
we can stay as a province and be able to build economically. 


Mr Stockwell: Anything else? Because that is pretty 
hopeless. You can talk all you want and try to convince peo- 
ple to pay tax; they are going to say, “Buzz off, I already 
pay enough tax.” If they can get away with it, they are 
going to get away with it. 

Hon Ms Wark-Martyn: If it is done properly and 
effectively, and if there is more than just my ministry 
doing things to heighten people’s awareness, I think it will 
have an affect. 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Mr Stockwell: The other question is, if we wante 
get to the root of this problem and bring the proper min 
in to question what the heck your government is doit 
and I am not suggesting it is your problem or whose prob 
I do not know who is picking the ball up on this on 
your government—I would really like to talk to that pe: 
Who is it that we should be bringing in to ask very 
probing questions, exactly what is going on, how yot 
resolving the problem and trying to help these bo 
towns resolve the issue? Clearly it is not you.-Who is i 
you think? 

Hon Ms Wark-Martyn: I have a role to play in th 

Mr Stockwell: I know, yours is in education. 


Hon Ms Wark-Martyn: So do a lot of other minis 
But the real person you should be talking to, I really 
and I would feel you may have more of an impact on 
person than I do, is Michael Wilson. 


Mr Stockwell: He will not come, I am sure. He p 
ably will not come. We have a lot of trouble getting § 
like you down here. We would probably have a very § 
deal of difficulty getting Mr Wilson down here. 

Besides that, I know you suggest that and I keep hee 
that, but there must be some role your provincial gov 
ment could play. All Iam asking you specifically is, wl 
it that I have to request to come to this meeting who 
answer some questions? What are you doing? 


Hon Ms Wark-Martyn: You have to ask all the 1 
isters who are involved, border town community maj 
the mayors group. Those are all people who are invol 
All levels of government are involved in this issue. It is 
an issue that the Ontario government is going to picl 
and say, “We have this problem, we are responsible for 
problem, and we can solve this problem,” because we 
not do any of the above on our own; not one person in 
government, not one ministry in this government. 


Mr Sterling: I guess the only solid figure that 
have in terms of the problem is the actual decl. 
amounts that are being made. What are the decl 
amounts coming into Ontario in a year? 


Mr Lawrie: Our system is not set up to analyse 
source of retail sales tax paid voluntarily, but I think 
fair to say that we feel it is well under $1 million annu 
in terms of voluntary payments from people retun 
from cross-border shopping trips. 


Mr Sterling: Okay. I wanted to ask that question, 
appreciate the answer, and that was later. My question \ 
in terms of the people who do declare—and I think it i 
Mr Kwinter has said, a minority of the number of pe 
who do come across—how much is declared in a | 
across Ontario borders and at the airports under the fed 
government? Surely you have that figure. 


Mr Lawrie: We would have to get that informa 
from Canada Customs, but we will try and get it 1 
away if your are interested. 


Mr Sterling: You mentioned that there are differet 
on the tax base. I think you mentioned, Minister, tl 
were really only three differences, shoes or sometl 
under $30. What were the other ones? 
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Hon Ms Wark-Martyn: Those were the only ones 
at I mentioned. 

Mr Sterling: Children’s clothing? 

Hon Ms Wark-Martyn: Children’s clothing, books. 


Mr Sterling: So relatively speaking, you know we are 
king about a minority or a very small number of items 
at might have been brought across the border and de- 
ared. What I cannot understand for the life of me is that 
> have a serious problem here. I do not think there is one 
ember of this committee who would think that if you 
sre collecting retail sales tax at the border that would 
ve a very sobering affect on people going across to the 
1ited States and shopping there. Quite frankly, I am 
1azed you do not have the basics to start from. 

I am flabbergasted that you come into this committee 
d you do not know how much has been declared coming 
ross into Ontario by the federal government, because my 
ipirical analysis would be that I would say we collect a 
illion dollars from people voluntarily. There is so much 
ing brought in; multiply that times the provincial sales 
x and you have a rough figure, where your very low 
timate would be. I am just absolutely astounded that we 
» not have even that kind of concern on the part of the 
inister to provide this committee with anything that is of 
y value. 

-T hate to be so outspoken on that, but I would have 
ought that there would be—and I believe that the Ministry 
Revenue, when it goes to collect the tax, figures out 
nat are the possibilities of the revenue to the government, 
d then you calculate how much it is going to cost you to 
lect that. If there is not a good ratio there—in other 
ords, if it costs you more to collect than what you are 
sing to collect—then forget about collecting. It just does 
’t make any sense to do that, but I thought that would 
ive been the first step that you would have done. 

You have to have some kind of estimate as to what you 
e losing. You know the low estimate I am talking about. 
© you have any kind of estimate? Is it $1 million, is it 
0 million or is it $30 million? 

Hon Ms Wark-Martyn: The Ministry of Industry, 
ade and Technology did an estimate for eight border 
mmunities in Ontario and its estimate was $340 million 
$360 million per year. 

Mr Sterling: Okay. So let’s take $340 million. If you 
fered to the private sector a contract to collect or put out 
tender to the private sector to collect, do you think you 
ould get a tender under $340 million? It astounds me 
ain to hear your arguments and say that it is an impossi- 
lity to collect this $340 million. 

Mr Hansen: You are talking 8% of $346 million. 

Mr Sterling: Okay, so we are talking $26 million. 

Mr Lawrie: No, the $340 million is total retail sales. 
ot all of it would be taxable. In fact, most of it would not be. 

Mr Sterling: Okay, so you have no figure on what it 
Now, you say it would take five people at each border 
ossing. I find it hard to believe that in Prescott you are 
ying to need five people. I know you have to cover all the 
ifts, etc. I do not know whether that is an average that 
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you are using or whatever. There are how many, eight 
border crossings? 

Hon Ms Wark-Martyn: Fourteen. 
1040 


Mr Sterling: What kind of cost are we talking here? 
Have you done any cost analysis at all on what it would 
cost to collect it? 


Mr Lawrie: I believe our rough estimate of total costs 
would be in the $10-million range. That is ignoring the 
provincial borders, the borders with Quebec and Manitoba; 
only road crossings and international airports and providing 
a 24-hour service. 


Mr Sterling: What would it cost to do it with the 
federal government? 


Mr Lawrie: It would depend on how much they 
wanted to charge. 


Mr Sterling: Are you offering them money to collect 
the provincial sales tax? 


Mr Lawrie: We would expect, from our experience in 
other taxes, that they would want to recover at least their 
costs, and of course we would want to pay at least that. It 
is a question of how you prorate those costs. If you are 
collecting with federal and provincial tax, then some of the 
costs should be prorated. 


Mr Sterling: Oh, absolutely. If you go and talk to 
Otto Jelinek, I think you should be prepared to put some 
money on the table. We pay them for collecting income 
tax; I forget what it is, 1% or whatever it is of the tax 
collected. I do not see any reason why you cannot enter 
into a similar agreement on this end of it. 

I just do not understand why you are not being more 
aggressive in trying to strike a deal with them, even if you 
can break even on what is happening here. Because it is 
obvious from the deputations that we heard in the pre- 
budgetary consultations that cross-border shopping is hav- 
ing a very, very significant impact on border communities, 
particularly for members down in this area. 

I do not like putting taxes on shoes under $30 or on 
books or whatever, but it seems to me that those are pretty 
minor, insignificant changes to make, considering the 
overall effect of what is happening here in Ontario. Even if 
you have to alter your tax base on three items, it does not 
seem to me that is a significant situation. 

I am also concerned about the fact that you are talking 
about a great deal of training required for the collection of 
tax. We ask our private sector, of course, to make changes 
in collecting tax at the drop of a hat. I do not quite under- 
stand the significant amounts of training involved in doing 
this task. 

You can blame the feds, you can blame everybody else, 
but I am really upset that the provincial government is not 
aggressively going after finding the solution and putting 
some money on the table when it is talking with the feds, 
to say: “Look, we are going to benefit. Our revenues are 
going to be increased, our communities are going to be 
better off if in fact we collect provincial sales tax.” By 
Jeez, it is about time the Minister of Revenue and this 
government did something about it, because they have, in 


F-570 





my view, all the means to do it. Why do you not do some- 
thing, Minister, that is aggressive? 

Mr Williams: If I might say a few words on that, we 
are, of course, not the only province that is involved in the 
cross-border shopping issue. Some of the other provinces 
before us have in fact pursued it aggressively and the fed- 
eral government has refused to negotiate any agreement to 
collect the tax at the border. 

We suspect that unless they can get all provinces at the 
same time to join GST, then they will not go ahead with 
any agreement to collect tax for any one province, because 
if they collected it for one province, then that province 
would be at a disadvantage vis-a-vis any other province. If 
Ontario were having its tax collected at the border, then 
everybody would cross into Quebec and come back into 
Ontario that way, just to avoid paying the tax. 

In addition, you ask about the exemptions. You said 
there were— 


Mr Phillips: I will drive from Buffalo. 


Mr Stockwell: Yes, and we are going to go through 
Manitoba, that is for sure. 


Mr Williams: In the Brockville area, it would not be 
quite that far. But you mentioned the exemptions, of shoes 
of $30 and under and books, as being rather small. I think 
that you would find the issue of children’s clothing much 
larger. 

Mr Sterling: Maybe you have to train your people to 
make an exception under those circumstances. But not- 
withstanding that, which problem is bigger? I do not know. 
Maybe you do something in terms of giving people who 
have children some kind of rebate on their provincial income 
tax form to offset that if you want to continue to have it. 

I say doing nothing is—you are just watching the retail 
trade go down the tubes in Ontario and you are continuing 
to fob it off on the federal government as though it is its 
problem. 

Look, Quebec has said that it is in. If Ontario is into 
this thing, then it is done because you have probably 70% 
of the cross-border shopping done in those two provinces. 
I do not understand the reluctance of this government to be 
aggressive on the issue. 

Mr Williams: The three provinces identified as being 
the highest cross-border-sales issues are British Columbia, 
Ontario and New Brunswick. Quebec is not a big issue, 
apparently. 

Mr Sterling: What percentage are we? 

Mr Williams: The studies do not indicate. There is 
only one border crossing in British Columbia. 

Hon Ms Wark-Martyn: I am curious, do you really 
think that if the retail sales tax was collected at the border, 
people would not cross-border shop in these towns? 

Mr Sterling: I think it would have a very, very sobering 
effect on the practice. It depends on how stiff you make 
your collection procedures at the border, how many 
searches are done, all that kind of stuff. 

Mr Hansen: I cannot understand why the federal gov- 
ernment is allowing the amount of tax lost on gasoline, just 
the same thing as the provincial government is losing. 
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I have not got all the solutions to the problems. I 
been thinking about this for quite a while. It has been 
ongoing problem in our particular area for actually the 
couple of years. If the feds do not want to collect at 
border, it is too bad that we did not have an envelope | 
when they went in declared on GST that we had ac 
from the federal government of their payment of GST.” 
can turn around with just an envelope there that a per 
picks up to send the money in to Ontario. If the per 
fails to send it in, then we bill them for the service che 
for the money that they owe. It is just an idea. I am n 
professional finance person, but I am just coming up vy 
a few ideas. Could you comment on that, or have ) 
looked at that already? 


Hon Ms Wark-Martyn: Yes. The federal governm 
will not give us that information. We have already loo 
into that. 


Mr Hansen: The other thing is—and Mr Kwinte 
just sort of relating—we went through this discussion v 
other people and our own committee on the actual amo 
of money that is coming across the border. It is an area t 
we really do not know, because you can get four ladies i 
car and each person, say, with $35 worth of groceries, f 
fill the truck up. If there are four different families, t 
take a look at four different purchases. If you come act 
with your family, they look at it as a family purchase, o 
one, say $35. I am talking about street talk, what I h 
what goes on at the border. I am not very far. 

The other thing that someone brought to my attent 
this last weekend is an ad that appeared in the Wella 
Port Colborne Evening Tribune on, I believe it was, Satur 
The ad in the paper stated—and I was talking to somebc 
on this and as I say, this is street talk; I have not inve 
gated it at all—they are advertising pools in the Uni 
States, a 24-foot round for around $1700 delivered to y 
driveway in Ontario. In other words, it is going to’ 
dropped off. 
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I understand—and this may be an area we have 
investigate—that you purchase the pool in Buffalo, 3 
pay for it in Buffalo, and it is going through a distribu 
here in Ontario which is the very same company, but actué 
you pay New York state tax because it is cheaper tl 
paying Ontario sales tax. So I would like it if the ret 
sales tax branch would get back to us on exactly what 
happening. I think we have to be a little bit of a detect 
too, to find out where we are going wrong, not just sayi 
“What can we do?” But I think, as Mr Sterling is sayi 
we have to get into the problem and see what we can do 
solve it. 


Mr Williams: The issue that you are raising is wh 
the vendor outside of Ontario makes delivery into Onta 
of goods, and we would certainly obviously like to kn 
who those people are. We would even more like to kn 
who the customer was and therefore we could raise 
assessment. 

We have an agreement with each of the other province 
as the minister indicated earlier, where in fact we can get t 
information if it comes from Manitoba, if it comes fr 
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uebec, if it comes from Alberta, if it comes from Nova 
otia. It does not matter, we can get that information. So far, 
2 have only been able to get an agreement of that nature 
ith the state of Ohio. We have been actively pursuing it 
ith the state of New York and the state of Michigan. 
nfortunately, they have legislative problems in being able 
provide that information or to give us such an agreement, 
it they would like to do it and they are working on it. 

Under these agreements, they would list for us all sales 
hich they made exempt of their own tax because the 
ndor delivered it outside of their own state. They would 
ovide us with that information, they would provide us 
ith the name of the customer, and we would simply ask if 
e customer has paid the tax, and if not, “Here is your bill.” 


Mr Phillips: I think the presentation kind of high- 
shts the challenge we are going to have, and that is to get 
e data. My recollection of MITT was that it was going to 
ve us in two or three months where the cross-border 
oppers are coming from. I think they said that. That is 
1e thing. All of us have opinions but nobody has facts, 
yinion being that the cross-border cities or towns are 
oving closer and closer to Toronto or further and further 
om the border and past Toronto. 

The second thing is I am trying to list the facts we are 
ying to need in the end to deal with it. One is, where are 
ey coming from? The second is, what is the magnitude 
‘the problem? I think we have heard today you are not 
ire of it, no one seems to know. 

The third thing I am learning here is that this is a bit of 
tar baby and nobody wants to grab hold of it because the 
lutions are not obvious. So I realize it is convenient to 
y, “Well, go and see Mr Wilson,” and then it is Mr 
ilson who will say, “Well, you go somewhere else.” We 
e going to have, I think, a challenge with this one be- 
juse no one wants to get hold of it. I do not think that will 
» an acceptable answer for the people who are going to be 
ipacted by it. They are going to want this Legislature to 
) something. 

The other thing is, I think the study may in the end show 
; the prices, Canada versus US. When all is said and 
me, if in fact you can go over there and buy dramatically 
1eaper, legally, all the other stuff we try and do in the end 
ay just be fooling people. That does not say there is not a 
inch of things we have to do. I do think there is a bunch 
‘things we have to do over the next two to three years, 
it if, when MITT’s study or the federal government's 
udy lists all these items for us—and as I say, if there is a 
amatic difference legally, you can go and buy dramati- 
lly lower, we may be trying to push water uphill. 

Having said all that, one thing that I believe mayors 
ill be coming to us for is Sunday shopping, even though 
€ minister says that is not an issue. I think the city of 
findsor already has said it is an issue and has moved on 

So I have two questions really; that will be one of them. 
he second one is, I think they will be asking for some 
fferential in gasoline prices on taxes away from the border. 
other words, the tax will be, whatever it is, 5 cents a litre at 
e border and 10 cents a litre in Hamilton and 15 cents a 
te here, that sort of thing. 
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My questions to the minister: One is, apart from the 
opinion, do you have any evidence that would support 
your Sunday shopping belief that it really is not a particu- 
larly relevant issue in here? For example, what percentage 
of cross-border shopping is done on Sundays and what 
were the differences in cross-border shopping before and 
after the openings? Are you planning to track Windsor 
shopping before and after Sunday openings? Presumably, 
they have closed for a little while. 

My second one is, have you plans to have a tax differ- 
ential on petroleum products from the border or away from 
the border? 


Hon Ms Wark-Martyn: This is a challenge. It is a 
challenge for all of us and it is something that I think 
everybody who has been affected by it wants to get a 
handle on, but the only way we can get a handle on it is if 
we all decide that we want to work to resolve it. The 
problem that everybody is facing is with the federal govern- 
ment and the value of our dollar. That is a real problem in 
getting them to deal with it and to learn what it is doing to 
each of the provinces and the communities and getting 
them to want to help us resolve it. It has to be something 
that is very serious and is a very key issue in resolving the 
problem. It is not that no one wants to resolve it—people do 
want to resolve it—but everybody has to be in on the game 
to resolve it. We cannot resolve it on our own without the 
assistance of the federal government. No one can resolve it. 


Mr Phillips: Can I just comment on that, because we 
had the MITT and it said that the tariffs are, on average 
right now, 12%, I think it is. They are going to go down 
over the next eight years to zero. No one is predicting that 
the Canadian dollar is going to drop 12% versus the US 
dollar. So, if a lower Canadian dollar is your solution, you 
may be grabbing smoke there. 


Hon Ms Wark-Martyn: The other thing is, there 
were some studies done on Sunday shopping when the 
cross-border communities did have Sunday shopping. I 
know the Thunder Bay Chamber of Commerce did one. 
They see no difference in the shopping in the community 
on Sundays. People were still going to the US for the 
weekend, for a trip, to get away, and were doing their 
shopping in the US across the border. They were still not 
staying in the city to do their shopping. Fewer people were 
going out on Saturday and you had a few going out on 
Sunday, a Saturday decline in the workload in the stores in 
what they were bringing in. They were bringing in more 
on Sunday, but they did not see Sunday shopping, having 
the stores open on Sunday, bringing any more dollars into 
their stores. 

So there were some studies done. Sunday shopping and 
cross-border shopping I think are two very separate issues. 
People are grabbing at straws to say, “Well, if you let our 
stores be open on Sunday, then we will not have cross-border 
shopping.” You will have cross-border shopping because 
consumers feel it is cheaper to go across that border and 
pick up whatever it is they need and bring it back. 

Mr Phillips: Do you have any evidence of that? That is 
all I am saying, because I think Windsor, just last night or a 
couple of nights ago, did not think it was grasping at straws, 


F-572 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 





it thought it was doing something significant. I gather St 
Catharines or Niagara Falls is going to deal with it tonight, 
not thinking it is grasping at straws. But do you have any 
empirical evidence that would help them or us determine 
what impact Sunday shopping has? 

Hon Ms Wark-Martyn: I know the chambers of 
commerce have done studies. I have talked with them. 
Sunday shopping was an issue. I know when the north- 
western Ontario chamber of commerce was here, it did not 
link Sunday shopping and cross-border shopping as the 
same issue. They said that it was totally separate, and doing 
one will not resolve the other. They were two separate issues 
that they were looking at and did not see them as affecting 
their economy in such a way that they would stimulate a 
lot of economic growth by being open on Sundays. 


Mr Phillips: The gasoline tax? 


Hon Ms Wark-Martyn: The gasoline tax is under the 
jurisdiction of the Treasurer, as you are aware. If you put 
in the gasoline tax around border areas, you would have a 
domino effect within the province because, as you said, 
people from the middle of the province now are going out 
to cross-border shop. So I think that would be something 
that would have to be looked at very carefully. 

Mr Phillips: Has anyone looked at it? 

1100 

Hon Ms Wark-Martyn: Yes, we have talked about it. 
But it is under the jurisdiction of the Treasurer, so he will 
be making the final decision in bringing it to cabinet. But it 
has been something that has been discussed. 

Mr Phillips: Is the belief that it would positively help 
border communities? 

Hon Ms Wark-Martyn: There is some talk that it 
may; there is some talk that it may not. 


Mr Phillips: Well, that pretty well clears it up. 


Hon Ms Wark-Martyn: Yes. People go over to buy 
and they end up getting their gas there, but they probably 
end up getting other things while they are there. 


Mr Phillips: That is the point the cross-border people 
make, that they go for gas, then they are getting other 
things that, if they did not go for gas, they would not get. 

Hon Ms Wark-Martyn: It is something that we are 
discussing. I do not have a firm answer to give you on that 
right now. 


Mr Phillips: I am just trying to get the information. 
We are going to want recommendations, and if there is 
some evidence that would be helpful to the committee in 
terms of the impact of a gas differential—because I will 
repeat what I said earlier, I have a feeling that our solutions 
will have four or five things, none of which will solve it, 
but all of which will be mildly helpful. That is why I think 
Sunday shopping will not solve it, but it may be mildly 
helpful for a portion. 

Hon Ms Wark-Martyn: Okay. Do you have some 
stats? 

Mr Lawrie: Yes. Obviously, the province of Quebec 
has a differential gas tax rate the closer you get to the 
border with Ontario, as well as the border with the United 


States. Our information from there indicates that it dc 
not really achieve the intended objective, the reason bei 
that there is a drop in retail gas prices initially, but ve 
soon it disappears, within one to two years, because 
marketing practices inside the trade. There is also massi 
evasion. 


Mr Phillips: There is massive what? 


Mr Lawrie: Evasion. There is a built-in reason 
show that product is being sent to low-tax areas when 
fact it is not. Also, there is a built-in incentive to actual 
move product that is sent to a low-tax area to a higher t 
area to sell, and unless you put in a lot of complian 
resources, auditors in other words, inspectors, to track t 
flow, the volume of product, then you are going to ¢ 
massive evasion. 

So the three things that I think have been experienc 
in Quebec are that it did not achieve its original poli 
intent; it was very much more expensive in terms of lc 
revenue than you would otherwise think—treally, the ev 
sion problem—also, if you want to have it monitored 
any reasonable way at all, it is very expensive. 

I have some figures for Ontario with respect to th: 
because this is an issue that we have looked at. We ha 
looked at it before, not only with regard to the US bord 
but other specific areas within Ontario. Right now, 1990-! 
fiscal year, our total expected revenue in gas tax is $1 
billion, Our total cost of collection is $1.6 million, ever 
thing. So roughly speaking, it costs 0.1 cent for every $1( 
that we bring in. It is a very cheap tax to administer. I thir 
it is our cheapest. The basic reason for that is that it 
levied at the refinery wholesale level. There are only « 
collectors in the entire province. We do not need to tra 
where gasoline goes, as long as this rate is the same 
Ontario. All we need to track is gasoline coming into tl 
province and gasoline going out of the province. So you< 
not need an army of auditors. 

Basically, there are about 10,000 retailers of gasoline 
Ontario. There are about 3,000 of those within 48 miles « 
the US border. The present rate is, I think, 11.3 cents a lit: 
on unleaded. In other words, for each cent a litre, yc 
bring in about $120 million a year, and there are 10,0 
retailers. So for every thousand retailers, you bring in $1 
million a year. So if you were to drop the tax by thre 
cents, for example, for the 3,000 or so retailers close to tl 
US border, it would cost you $108 million in revenue in 
year initially. In order to prevent evasion and avoidanc 
mainly evasion, you would probably need to double tt 
existing costs of administration because you would need { 
carry out audits, you would need to track product and yc 
would also need to carry out audits at gas stations, readin 
of the meters, to make sure that the figures were not it 
flated and that you are not on a paper chase. So it is ver 
expensive. 


Mr Phillips: Yes. How much do you think we a! 
losing right now to the US? 


Mr Lawrie: We have not tried to estimate that. Perhar 
they have in Treasury in terms of day trips and gasolin 
bought outside the province. I have not got the figures 
my fingertips, sorry. 
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Mr Phillips: Presumably if we are losing in those 
eas 15% to the US, you could offset your 3 cents a litre 
ry quickly. 

Mr Lawrie: If the differential was enough. If you are 
oking at a differential gas tax rate, perhaps it should be 
ticipated in by other governments. Perhaps the federal 
yvernment should participate in it. Surely an incentive is 
ere for it too. At least that would be the policy rationale. 
haps the municipalities that think it is a big problem 
ight be able to share in it in some way and perhaps 
dustry might be able to share in it in some way too. It is 
yt a particular provincial tax problem. As a solution 
aybe it would work but it would need a lot of policing. It 
obviously done in Quebec now. I cannot possibly say 
at it is not possible to have such a differential rate; it is 
ssible. It is a question of how tight you want it to be. 


Mr Kwinter: I would like to talk about this gasoline 
x and the differential. I really think it is a mug’s game. 
hat they are really talking about is that the market would 
al with it. If you are in Quebec and you are near the 
ntario border, the gasoline wholesalers and retailers 
ould adjust their price to take care of what they perceive 
‘be the marketing differential, if they are losing market 
are. But for the government to get into it is just going to 
‘acerbate a problem that in the years that I have been 
‘re I hear of constantly, and that is people in the north 
mplaining that they are paying too much for their gas 
mpared to people in the south, people in the east com- 
aining that it is too much more than what they are paying 
the west. 

You would have a situation where, as I talked about 
tlier, people would be saying, “Well, I am in effect a 
der town.” whether they were or they were not. And 
yw do you define what is a border town? The other major 
sue is, even if you are, say, in Fort Erie or in Windsor, 
st everybody in Windsor who drives a car goes across to 
etroit to buy his gas. But by reducing the price, you 
ould get everybody who buys his gas at reduction and it 
ould probably more than offset any of the advantages 
at you would get. As I say, it really is a mug’s game to 
y mind. I would love to see someone come up with a 
heme that he thinks would work. 

I cannot see how it could possibly work, because the 
fferential at the present time is too great. To bring it 
ywn to a level that was going to make a difference would 
ve benefits to the general population in the area that 
ould more than offset it, plus get pressure from the areas 
at are too far to be classified as a border town saying, 
(ou are just exacerbating the situation,” as it is now. The 
ople in northern Ontario, it is going to be worse for 
em, so I do not see that as a solution. 

I also want to talk about the Sunday shopping. I think 
ere is a misunderstanding about the issue. I do not think 
one is suggesting that if you had open Sundays it 
duld solve the cross-border shopping. I agree that they 
2 not related in that way. The people who are going to 
2 United States to shop are going on Sunday whether it is 
en or it is not. We have been discussing this issue in this 
mmittee before the Supreme Court came down with this 











ruling and we were concerned about cross-border shopping. 
So it was not that we were concerned that if Sunday was to 
be shut down it would be a problem. It was a problem then. 

I think it is fairly logical that it is going to be exacer- 
bated. It is going to get worse because people who were 
able to shop on a Sunday will not be able to. The only 
alternative, if they want to do Sunday shopping and they 
live in a border town, is to go across to the United States, 
where they might not go if they could do it. I do not think 
it is going to lessen it. It is just going to increase it. To my 
mind, I think that is a very obvious conclusion. 


1110 


The other comment I want to make is on the discussion 
about whether or not effectively implementing the 8% retail 
sales tax would really be worth while and generate any 
revenue of a meaningful kind, seeing how much of the 
goods which are brought across are sales-tax-free anyway, 
or exempt. 

The concerns that I have are the concerns that Mr Hansen 
raised and some of the concerns that this committee has 
heard. It is not the normal, typical householder who goes 
across the border and buys her groceries and buys her milk 
and buys her gasoline and buys the odd little thing. The 
stories that we have heard are where people are going 
across with trucks and buying truckloads of siding, ply- 
wood and roofing materials and all of these things and 
bringing that back. 

Without the economies of scale and without the distri- 
bution advantages and without all of the other things, that 
8% in itself may be an incentive. The guy is having a large 
enough purchase and he feels that if he can go across to a 
US border community and save 8% on a $3,000, $4,000 or 
$5,000 purchase, where he will pay the federal duty, pay 
the GST, but save 8%, that in itself might be enough incen- 
tive. I think that is something we should be looking at. 


Mr Hansen: As Mr Kwinter just mentioned, we are 
talking about the simple things that are coming in. I have a 
block supply company in Beamsville and I met with the 
chamber. They were complaining about cement blocks 
coming over here te Canada, where just down the street 
there is a cement block plant. We are getting down, not just 
to the milk and the gasoline and those purchases of ciga- 
rettes etc, over there, but it is getting into some of our 
basic products that we produce in the Niagara Peninsula. 
So it is becoming quite competitive. 

I think it would be very interesting on the day that 
Tony Commisso—he was one who I had said should appear 
before this committee—not asking as a committee, but as 
an individual knowing Tony and involved with this. He has 
been very aggressive as a businessman in the Niagara area 
with his ads. I think he had four litres of milk for $1.99. 
You are not going to get it cheaper across the border by the 
time you exchange it. So I can see a lot of aggressiveness 
by the retail trade in our particular area. But they still get 
stepped on because we have advertising coming in from 
the United States advertising these loss leaders to attract 
customers across there. Here we are, trying to get it to 
work in our area and being stepped on, especially when it 
is printed in the USA, delivered across the border and 
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inserted in one of our local papers. Next week I think we 
will find out quite a bit. 

The other thing is that I live in Ontario, but I always 
thought I lived in Canada too. I am not trying to knock the 
federal party on that point, but I think I am a Canadian. If 
we get into looking after Canada, looking after Ontario 
and BC and the rest of them to follow, if we are going to 
cut the price of gasoline on taxes at the border, then the 
feds should be matching what we do at the border. This is 
a problem for Canada. It is a problem for Ontario, and I 
think that we should be talking to Mr Wilson to say, “This is 
a problem for both levels of government, not just the pro- 
vincial level.” I do not think we have to support everything 
here in Ontario just from the provincial level. We should 
be coming together as Canadians to fight this problem. 


Mr Stockwell: I think the last statement was very 
clear, it was very to the point. I agree with it. Somebody 
has to give up revenue somewhere. I.am not going to 
suggest for a moment that the province is the only one that 
needs give up the revenue; the feds need to give up some 
revenue as well. I agree, we are gouging them; at the gas 
pumps we are gouging them. If we were in the private 
sector, you would be charged with gouging for the amount 
of money you are generating in revenue off some of these 
things: the sin tax, the gas tax and so on down the line. 


Mr Kwinter: By the way, there is no such charge as 
gouging. 

Mr Stockwell: Yes. There is no charge of gouging. 
What do they call it? 

Mr Kwinter: In interest rates they call it usury. 


Mr Stockwell: Usury, that is it. Okay, let’s just leave 
it. I like “gouging” better, it is a better word. The difficulty 
is that somebody is going to have to give us some revenue. 
You can have all these tremendous plans, which is the $1,000 
free credit in the shopping, and you can have revenue— 
different taxes at different points in the province, which is 
totally unfair in my opinion, and you can go through all 
this theory and you can get all the information you want. 
Frankly, I am shocked you do not have it. I thought you 
would have had it, but it really doessnot matter. Even if 
you did have it, so what? We would still be losing it. We 
would just know exactly how badly we are being burned. 
Maybe it is better we do not, sometimes. 

The question is, though, that somebody has to give up 
some revenue and it is either the feds or the province. If 
you are going to become competitive again, as I said before, 
someone is going to have to come forward and cut a deal 
with the federal government to reduce the tax on some of 
these items that are crossing, because once you are even 
through all this, and Mr Kwinter made the point last meet- 
ing, Once you are through all these little programs and 
adjustments and so on, if it is still significantly cheaper, 
they are going to cross the border. Case closed, done. They 
are going to cross the border. So I would ask this minister 
to go see the Treasurer and make this point very clear to 
him, if he is not prepared to reduce some of the taxes on 
the hooks—and I classify the hooks as gas and alcohol, 
cigarettes and so on. I think those are the hooks that people 
go over the border for and then they happen to finish their 
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shopping, because there are significant changes. If it 
getting to the point where they are going over for ceme 
blocks, then we have some really serious problems in t] 
country—very, very serious problems—and this probk 
is going to be far bigger than any of us thought it would be. 

So I would ask this minister and this ministry to 
back and quantify the results of the amount of moneys \ 
are losing. But you had better examine the fact that we < 
gouging them, and until you deal with the gouging that 
taking place on taxes in this province, you are never goi 
to resolve this issue. Frankly, it is a waste of our time to 
around talking about this and talk about hokey smoke-an 
mirror inducements and thoughts of resolving this iss 
when no one seems to want to look at the real issue, a 
that is the tax issue, how much people are paying on tax 
this country and how much they are not paying across t 
border. Unless you are going to make it illegal to cross t 
border and come back with products, they are going 
continue to do it. 

You can laugh all you want. If you want to go doy 
and cross the border yourself and buy a product across t 
border—I know people who are going across the bor¢ 
and buying stereo systems, from Etobicoke, where I a 
from. They are driving all the way to Buffalo for an ho 
and a half or two hours and buying two or three ster 
systems because they are going down together in a gro 
and they are literally saving 50% or 60% of the cost of t 
stereo system. You cannot tell me that we are that u 
competitive because we are not as bright or we aren 
buying as well. There has to be something more to it a 
that includes the tax position. If you want to fob it off 
the federal government, go right ahead. I think they are 
much to blame as you are, and the Liberals were, but it 
not going to resolve the problem. 


Hon Ms Wark-Martyn: I would say to the memb 
if we were to cut all these taxes, which services were y 
planning to cut? 


Mr Stockwell: I have a list this long. 


Hon Ms Wark-Martyn: I am very sure that you a 
aware of the differences between Canada and the US 
our health system, in our social system, in our education 
system— 


Mr Stockwell: I am very aware of it. I have a list th 
long, if you want it. 


Hon Ms Wark-Martyn: —and our workforce diffe 
ences that we have between the countries which explain 
lot of the differences in the past. 


Mr Stockwell: I totally understood it, but if you a 
not competitive, it is not going to be different for ve 
long. 


Hon Ms Wark-Martyn: The other things that y 
mentioned here for solving the problem, you talked abo 
harmonizing with the GST, increasing the tax burden : 
that our people are paying more tax and the larger t 
bureaucracy, all three of which were different from wh 
you were campaigning on in the election, so I would real 
like to get it clear where you stand. You do not even star 
with your own federal party. 
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Mr Stockwell: No, that is true. I made that very clear 
00. 
Hon Ms Wark-Martyn: I think you have to go back 
nd do some insight into your thoughts and what you are 
alking about. The differences between Canada and the 
JSA are very phenomenal. The differences between On- 
ario and the USA are very phenomenal, and what they 
ave and what we have. There are many reasons why peo- 
le go cross-border shopping. People have to understand, 
nd people in Ontario, people in Canada, do not mind 
aying tax. It is when they pay tax and they do not know 
vhat they are getting for the taxes they are paying that 
hey start to mind. I do not hear people in Ontario saying: 
We don’t want a health care system. We don’t want an 
ducational system. We don’t want some of these social 
rograms.” 

Mr Stockwell: You might be right. 

Hon Ms Wark-Martyn: In that case, they do not 
nind paying the tax as long as we are able to tell them 
vhere their tax dollars are going. So I think that explains a 
ot of the differences between the two territories when you 
re talking about why people are going shopping and why 
hey are buying in the USA. 

The Chair: Okay, I get the last word in this, if there 
re no other questions. There is a way that we might be 
ble to get a handle on the amount of money that is being 
ost in cross-border shopping and it is not by looking at 
axes or looking at the amount of money or the number of 
eople who go back and forth. We may want to get some 
ery clear indications of the source, the origins, of the 








Current account deficit, how much Canadian money is 
being exchanged into Canada from various locales near the 
border, Buffalo, Lewiston and so on, so that we know how 
much Canadian money is actually being spent across the 
border. 

The second source of information that we may be able 
to correlate is to get an indication of how much American 
money is being exchanged in the peninsula area. 

Mr Hansen: We know that. 


The Chair: That will give us an idea of how much is 
then going to be spent across the border. If we looked at that 
in a year block, we may come up with a fairly close absolute 
dollar figure in the amount of money that is being spent. 

Mr Hansen: I might just add, I have not got it in front 
of me, but in Port Colborne alone at one bank there is 
US$150,000 a week exchanged, and you know the size of 
Port Colborne. That is not counting credit cards and other 
means. 

The Chair: So it may be more useful to take a look at 
the other end of the dollar and see where the dollars are 
going, and how much. 

If there are no other questions or comments, then I 
would thank the minister and her staff for coming, and if 
we have other further questions we will send them along. 

Hon Ms Wark-Martyn: Thank you. 


The Chair: Is there any other committee business? 
Okay, seeing no further committee business, this committee 
is adjourned until 3:30 this afternoon. 


The committee recessed at 1124. 
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AFTERNOON SITTING 


The committee resumed at 1536. 


The Chair: There is a quorum here, we have a mem- 
ber from every party, so I think we should begin this 
afternoon’s hearings with Mr Winter of John Winter Asso- 
ciates Ltd, if you would like to begin, please. 


JOHN WINTER ASSOCIATES LTD 


Mr Winter: Good afternoon. My name is John Winter 
and I run a small consulting company. In the past couple of 
years we have been commissioned by a number of munici- 
palities to look at this cross-border shopping issue, and so 
we have assembled, especially over the last year, a consid- 
erable amount of data about it. I have summarized it in a 
small handout that I brought with me today. I would just like 
to hit some of the highlights of the cross-border shopping 
data that we have and draw some issues and conclusions 
from them. 

The topics that I would just like to run over briefly are 
the consumption patterns, what patterns you find shopping 
from the border; why have we had such a very rapid, 
catastrophic, as it were, increase in border shopping over 
the last few months and why is it increasing exponentially; 
a few comments on why we cannot here in Ontario appar- 
ently sell for less than they are doing in the United States; 
look at one or two economic consequences of cross-border 
shopping, and conclude with a few issues and some sug- 
gestions from my perspective that I have on this issue. 

On page 2, I have a typical distance decay factor. Border 
shopping changes as you get away from the border. There 
is the convenience zone where it is a way of life. People do 
it because that is the way it has always been done in the 
border communities. The farther you get away, the less 
propensity there is for people to travel for gasoline or for 
beer or for everyday groceries and the greater propensity to 
shop for things like clothing and other larger-ticket items. 

One of the discouraging things we have seen in the last 
year has been people willing to travel from major cities 
like Toronto down to Detroit, picking up very low-cost 
electronics, for instance, and then shipping them back to 
Toronto and being able to do it at a price that is a fraction 
of what we can actually buy them for in the stores here. 

Then a year ago I defined a zone that was about 90 
minutes away, which was protected by distance. It was 
what I called the zone of happy retailers. Unfortunately, 
the way things have gone in the last year, there are very 
few of our cities in Ontario that are actually protected now 
by distance. People are willing to travel farther to go after 
these bargains, and that is part of the problem. Indeed, I 
summarize that at the bottom of page 3. The trend that we 
have seen in the last year, notably in the last six months, is 
that people are willing to spend more when they go across 
and they are also willing to travel farther, and that has 
changed the problem. 

We know how people are spending their money at 15 
minutes from the border, half an hour, one hour, an hour 
and a half, and because we know how many people there 
are in those zones, we can multiply through and get a 


reasonable estimate of how much money is leaking ou 
this province, escaping our retailers. 

I did the projection six months ago. Today it is alre 
out of date because of the changes that we have b 
seeing, the rapidity of these changes. And if we do noth 
as a province, I anticipate that we will be losing aro 
about $1 billion out of this province this year in retail s; 
in all types of retailing, including restaurant meals. 1 
need not happen of course if some policies are im 
mented, but it is not going to be easy, because there is 
one simple explanation of why this is happening, ther 
no one force behind it, and if that is so, then there is no 
simple solution to solve it. 

Let us look at a border community where I have 
latest data, and it is on page 4. I try to address the quest 
of why a very rapid recent increase in cross-border shopp 
It comes from Fort Frances, an isolated community towé 
the northwest of Ontario, and it has a sister city across 
border, one minute away, International Falls. They are b 
isolated by distance. The difference in price on one side of 
border is incredible compared to the other side of the bord 

The middle picture on page 4 shows the average n 
commercial—that is, residential, normal population—te 
nue collection that was actually declared at the border. T 
does not include smuggling, of course. You can see it. 
gone up rapidly and it has gone up exponentially. 

Now, there are a number of reasons why this may hi 
occurred, but there is no clear relationship. 

First, some people declare that it is due to free tra 
Well, if you have a look at the shape of that increase, wl 
free trade began, we did not see a sudden increase 
cross-border shopping; it took time. Indeed, one of 
factors coming out of some of our surveys is that peo 
were expecting lower prices. So we had a very divis 
federal election on free trade and they were expect 
lower prices in the stores. Those lower prices may comé 
10 years’ time, but they were expecting them now and tl 
are taking them now. They are taking them across the bor 
They appear to have been somewhat disappointed that tl 
did not see these price reductions. One of the great acco 
plishments of the free trade agreement to date may h: 
been the fact that the guilt has been removed from 
cross-border shopping issue. “Hey, we’ve got free tra 
Why can’t we just go across there and buy?” Inde 
where are our economic nationalists at the moment, wl 
we really need them in this province? 

Another reason that is put forward is the appreciat 
of the Canadian dollar. At the bottom of page 4 you « 
see the pattern. It has increased in value over that peri 
but again there has been a lag effect. It has not sudde 
caused a great increase in shopping. 

One of the factors is that the appreciation of the dol 
has given a sort of discount coupon to everybody w 
goes across; they get a discount. The higher the value 
the dollar, the less it is going to cost across the border. C 
of the discouraging things from the surveys is that wh 
you get an 87-cent, 86-cent dollar, people are doing mu 
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ewer calculations than they did when they had a 75-cent 
lollar. They did all the calculations in their head. They seem 
9 be perceiving an 87-cent dollar as much closer to parity 
han with the 75-cent dollar that we had very recently. 

Another reason that is put forward of course is the 
ecession. As we have sunk into recession, and there are 
ome of these border communities that have been very 
ard hit with the loss of jobs, it is only natural that people 
tart thinking about the price that they are paying in the 
tores. There are massive structural changes going on in 
ur economy at the moment, and there is a great deal of 
nxiety out there. Indeed, there is a great deal of anxiety with 
he retailers. We never hear about the anxiety of the retailers. 
Ve hear about consumer anxiety, but, my goodness, those 
etailers in these border communities are really hurting. So 
his recession has spurred the trend to the lower prices. 

_ And of course people feel foolish. Nobody likes to pay 
nore than he really should for a commodity. You talk to 
our friends and they say, “Oh, I bought that for half the 
rice.” You feel like a real dummy and nobody likes feeling 
ike a dummy, especially for things that are essential for 
our way Of life. 

_ There are three additional forces which I highlight on 
yage 6: first, the goods and services tax imposition. We 
‘ave already seen there has been a jump of about 15% 
lationally at the border crossings in January. When we 
sked the question, “Will the GST encourage you to do 
nore shopping in the United States?” we got a consider- 
ble number of people who said yes, it would. So there has 
yeen in the first month and the second month of this year 
in absolute disaster in retail sales, and one of the reasons 
vhy, I think, is that more consumers are going across the 
yorder. The GST had a really negative effect on border 
-ommunities. 

I would like to bring your attention to the fact that 
vhen we last looked at the Sunday shopping issue on a 
very comprehensive basis, in the Ontario Law Reform 
Sommission report in 1970, the New York stores were not 
ypen because of the blue laws. They are open on Sundays 
iow. I show in my documentation on page 5, in the middle 
liagram, that the major new regional mall out in 
Theektowaga, Walden Galleria, advertises in our markets: 
‘Hey, you guys are closed. Come over and shop with us,” 
ind there are some new attractions going into the Buffalo 
ea. One of the most attractive stores in the Windsor area, 
he Pace Warehouse, is coming into the Niagara area. Wal- 
Mart, which is the most aggressive retailer in the United 
states, is also arriving, and there are plans for a casino in 
Sheektowaga that will again attract some of our consumers 
way. One of the attractions of going from Thunder Bay to 
Juluth is that the Indians run a gambling casino right 
cross from the major malls, so there are a number of other 
hings pulling people across, and it looks as if the attraction 
f the Buffalo area, which has absolutely nothing but some 
lumped merchandise and good chicken wings, is going to 
€ increasing. 

I think there is a very important question that we have to 
isk in all this: Why cannot Ontario sell for less? There are 
| number of points that I would like to bring up about this 
vhole matter. First is the gasoline issue. Of course, as you 
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know, it is provincial taxes. Second, there is the whole 
marketing board issue. It is quite remarkable if you com- 
pare and contrast prices on both sides of the border. In 
Canada you can get this little turkey. Let’s say you are a 
family and you want to put some food on the table, have a 
great Thanksgiving dinner. You can have a little turkey or 
you can go to the United States and get a humongous 
turkey and it is the same price, and people being who they 
are, they would like to be good providers at Thanksgiving 
and at other times. Those issues are already well known. 

I would like to focus on a few costs of doing business, 
because those too are important. First, it has to be pointed 
out that the Niagara area closest to us is one of the great 
dumping zones in North America. If you are a manufac- 
turer, if you are a retailer, you are not going to dump in 
New York City or in Los Angeles or near Chicago; you are 
going to get rid of that merchandise, if you have to get rid 
of it, if you have seconds and ends of lines and things, in 
border communities like Niagara Falls. So this is one of 
the great dumping zones in North America. A lot of our 
consumers, of course, are attracted over for the prices of 
the seconds. 

Rents, for instance, are much lower in the United 
States. They do not have an Ontario Municipal Board to 
restrain the enthusiasm of developers. In Fort Frances- 
International Falls, for instance, about a third of Interna- 
tional Falls is currently vacant, and of course you know 
what that would do to rents. Indeed if you were to set up a 
retail store in Fort Frances, you would probably be paying 
50% more than your competitor across the border before 
you even open the door. 


1550 

One of the interesting points, I think, is on page 9, 
municipal taxes, because our municipal taxes are consider- 
ably higher than those in the United States. I have a com- 
parison of what supermarkets pay in International Falls 
and Fort Frances. You can see the tax burden is certainly 
onerous on Safeway compared to its competitors. No wonder 
its competitors can their ketchup for somewhat less than 
Safeway. 

When you have a look at the net municipal operating 
costs, a resident in Fort Frances of course pays considerably 
more than in International Falls, but what is never pointed 
out in some of the commentaries is that our residents get 
considerably better services than in the United States. If 
you have a look at Fort Frances and International Falls, we 
have a professional fire force; they have a volunteer fire 
force, with all the attendant costs that raises. We have a 
larger police force. Although they have a much smaller 
one, they have more cruisers, typically, being American. 
You have a look at the roads, you have a look at the street 
lamps, and the standard of municipal services is much higher. 
But then of course the taxes are much higher, and those taxes 
somehow ultimately get on to the cost of doing business. 

I think the point at the very bottom of 9 is extraordinar- 
ily important. We have great strengths as a province, but 
those strengths are not exportable. We have higher municipal 
standards, we have health insurance. Why are OHIP cards 
bootlegged in US border cities? Because they want to come 
over and get some free OHIP services. So our strengths are 
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not exportable; their strengths are exportable. They have 
lower costs and they can export their ketchup and their 
goods, and our consumers take advantage of this. 

In tough times, when you are worried about your job, 
you want to feed your family, it looks very attractive to go 
over and getting those humongous turkeys rather than a 
tiny one at the Safeway store, and we tend to forget how 
good our police force is or our fire force or our drains at 
times like that. 

There are a number of other reasons. We have higher 
taxes, we have higher regulations, indeed at times we have 
higher labour rates. With all those higher costs, if you look 
at the middle diagram on page 10, it is not really surprising 
that there is not just a small gap but an enormous gap 
between a basket of goods sold in International Falls and a 
basket of goods sold in northwestern Ontario. 

One of the things that I want to draw your attention to 
is that the costs of goods in Canada appear to be much 
higher in many cases than they should be or they might be. 
Quite often we are finding the wholesale price in Canada 
is much higher than the retail price in the United States. 
This is a phenomenon; I do not totally understand it myself. I 
do not understand why, for a vast range of products, we 
cannot buy even close to what the Unites States retailers 
can buy for. 

If you think of retailing, the major cost is your inven- 
tory cost. It may be two thirds, it may be four fifths of your 
total operating costs. If your retailer starts out paying double 
what a comparable United States retailer will pay, it is 
obvious that the guy is not going to be able to shave any- 
thing off the prices, and so your prices are going to be higher 
and his are lower. I give some examples of televisions, 
watches. I give another example in the footnote here of 
Pepsi, comparing International Falls and Fort Frances. A 
case of Pepsi costs $6 to $7 in the United States. In Fort 
Frances the normal retail price is $17. What is this? Con- 
sumers say to this, “Hey, we’re being ripped off,” so they go 
across the border and they buy their Pepsi across the border. 

There is a small Xerox here from the Fort Frances 
Times of 20 March. We have an enterprising retailer in Emo, 
which is just to the west of Fort Frances. He goes across 
the border, buys the Pepsi at a normal retail price and tries 
to put it on sale in Canada, but of course he cannot do that 
because he does not have any French labelling on the cans. 
The Ministry of Consumer and Corporate Affairs comes 
along and tells him that he cannot sell it any more. So he 
goes back to selling the pop at the inflated prices. 

Now, what does the consumer see? The consumer sees 
Outrageous prices for Pepsi in the store, but it is not the 
retailer. One of the things I want to get through in this 
presentation is that it really is not the retailer taking the 
abnormal profits here. The retailer is paying, off the truck, 
about $16 for a case of Pepsi. He puts it on sale for $17 
and, my goodness—oh, I thought you had a question. 


Mr Jamison: | will wait till you are finished. 

Mr Winter: Oh, thank you. So again, the consumer 
says: “Ah-ha. We’re being ripped off by the Canadian re- 
tailer,” so he goes across the border to shop. But it is not 
the retailer in the vast majority of cases doing these inflated 


markups. It is somewhere back in the system. I do 
understand totally how back in the system this is worl 
but time after time, for necessities as well as for 1 
luxurious goods, we are paying more than the U! 
States. Indeed, it is not just fractionally more. On pag 
I have a price comparison of some 250 brand names « 
pared to Fort Frances and International Falls, and you 
see that there are enormous differences in price. We h 
lot about unleaded gasoline, but look at the differenc 
price of Pepsi and other commodities. 

So these consumers who are going across the bc 
certainly are not wrong. There is a major differenc 
price. 

Mr Phillips: I am sorry. How do you read this « 
again? 

Mr Winter: The one on page 11? 

Mr Phillips: Yes. 


Mr Winter: We were comparing Fort Frances pt 
and International Falls prices, the per cent difference ir 
price, and International Falls usually, when the lin 
above zero, that indicates the per cent of Fort Frai 
prices that are higher than International Falls. So unle: 
gasoline may be 60% higher, Pepsi may be 150% hig 
Those are just a few brand name commodities we \ 
able to find in Fort Frances that were somewhat n 
affordable across the border. 


Mr Phillips: I see. So that 250 is along the bottom 


Mr Winters: The 250, yes. They have been rar 
from the lowest to the highest, so it is indicating that it is 
just a nickel-and-dime issue here. There are enormous di 
ences in prices, and this is what is attracting the consumer 


Mr Phillips: It looks, on average, of those 250, 
there would be an average 50% higher. 


Mr Winter: Oh, at least, and you would need a mas 
change in the Canadian dollar if you were going to try 
wipe that difference out just by the dollar. It is not ju 
little change that is needed; it is an enormous one. At 
can only see one hopeful sign in all this. 

Mr Phillips: Where is it? 

Mr Winters: You never hear a comparison betw 
Eaton’s prices and, let’s say, a comparable store to Eato 
like Hudson’s in Detroit. You always hear the compari 
between Eaton’s or a full-line retailer and a super | 
counter or a warehouse store. Finally, in the Toronto < 
we are getting the warehouse outlets. I believe there are’ 
outlets of Price Club here already. Cosco from the vy 
coast is coming in. In those warehouse clubs, we are star 
to get prices that are comparable to those in the wareho 
clubs in the United States, and I have a comparison, 
instance, on page 12. At an Ontario supermarket for He 
ketchup, you might get seven fluid ounces for one Canac 
dollar, whereas if you went across the border to a nor 
supermarket you might get 13 ounces, almost double 
volume. But if you went to a warehouse club and bou 
your Heinz, then you would get almost three times 
volume for the same dollar. We are starting to get this 
Ontario, but we are 10 years behind the United Sta 
almost, in the warehouse sector. 
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Now, my question is, by the time we catch up, are we 
ill going to have a reasonable retailing sector left in the 
yrder communities? Unfortunately, these price clubs, 
ese warehouse clubs, are not going to do anything for 
ythern Ontario, because they need a certain threshold of 
ynsumers to support them. 


00 

Economic consequences of cross-border shopping in- 
‘lve a loss of sales taxes, loss of jobs, and then jobs of 
tail spiral backwards throughout the economy, so you 
se something at wholesaling or in farming or in manu- 
cturing elsewhere in the province, so it is a vicious circle. 
the retail store, once you see your consumers dropping 
f, you cannot afford to have the same amount of inventory. 
yur attractiveness falls and that too goes into a vicious 
iral and you lose more sales. So the implication of this 
ponential increase is that we are going to lose more 
tailers in border communities, and if you talk to the mayors 
‘let’s say Bill Smeaton of Niagara Falls, the man is 
ying out of his mind. There are terrible economic condi- 
ms down there at the moment, and you can understand 
hy, because in a recession you want to get the absolute 
sst value. I say, do not shoot the retailer in all this. It is 
ot his fault, largely. It is the inefficient economic distribu- 
m supply system behind the retailer that is causing many 
‘our problems. 

You see, it is poised to get much worse. On page 13 on 
y second diagram, the leakage out of the Toronto market 
about $200 million a year, but that survey was done 
ree months ago, four months ago, so it is probably quite 
siderably out of date. All you need are two people to 
iop every quarter, and bang goes half a billion out of our 
tail system, to the detriment of Ontario retailers. 

That summarizes my review of the data that we have at 
ind and the trends and some of the information that 
ymes from these trends. Todd asked me to run through a 
w issues, as I see them, so I would just like to highlight a 
w of those issues. 

There is no panacea for these problems. There is no 
iick fix. It is not going to get better soon and it is not 
ying to be easy to stop the flood. Everything seems to be 
ing in the favour of the US retailer and there are many 
urriers with the Canadian retailer. Of course, as you go 
wn Interstate 75 out of Windsor, down to the suburban 
lopping centres, you do not see some of the problems in 
e black ghettos of Detroit, where without a government 
surance plan they have an infant mortality rate that is as 
gh as Haiti’s. So you could argue that they should have 
gher prices, but they do not. It seems to me that the 
ntario retailer and the Ontario government is getting the 
orst of both worlds. You can escape these higher prices 
‘Ontario very easily. 

I do not think, for the second point, that time is on our 
de, because in these things the pendulum swings one way 
id it swings the other way, but at this very moment it has 
me viciously against the Ontario consumer and the On- 
rio retailer. I think it is going to take time, and what level 
* damage to our communities of Windsor and Niagara 
alls and Chatham is acceptable? Are we going to say, 
ell, 20% vacancy in our stores is acceptable? Is it 30%, 





40% vacancy? What level of vacancy for the small Ontario 
retailer, who is the backbone of Ontario communities? 
What level of damage is going to be acceptable if we let 
some of these trends continue? 

I think there is no alternative but to clamp down at the 
border more than we have been doing. I think it is ridicu- 
lous to speed up Canadian consumers so that they can buy 
more easily in the United States. I think the border com- 
munities are a very strange amalgam because they have 
economic and social links both sides of the border, but I 
think that for the remainder of our major markets, London 
and Toronto and other markets, we have to protect those 
retailers, and also move towards lower prices in our stores. 
One of the big issues in my mind is, why are suppliers 
charging more to Canadian retailers than to United States 
retailers? Why does MacMillan Bloedel charge consider- 
ably more for wood in Thunder Bay than when it sells to 
Menards in Duluth. Indeed, you are getting remarkable 
movements of the lumber up there, and sometimes the 
lumber does not even go out of Ontario but gets sold at US 
prices to special people. 

I think it is remarkable that retailing has become such 
an international service. But those retailers in Buffalo and 
near Chatham and in Duluth really are not serving our 
communities well. We too often see retailers taking money 
into their tills, but Ontario retailers give a lot back to the 
community in many ways, if only just in subsidizing the 
little leaguers and sending the hockey teams out and all the 
rest of it. You do not get anything back from those New 
York retailers. They have other agendas. 

I think also there is an issue for the retailers both in 
Ottawa and closer to the Manitoba border, because you are 
getting a lot of flow out into Quebec and/or into Manitoba 
because you can beat the provincial sales taxes by buying 
in another province and then getting a rebate of taxes back. 
I would suggest that you also, in this whole issue, look at 
that phenomenon. 

Todd also asked me for some ideas towards an amelio- 
ration of this issue, and I think it goes without saying that you 
cannot do anything alone as a province. It is going to need 
some type of co-operation with the federal government. I 
think that one of the great things that would stop the daily 
or frequent shopping trips across the border for milk and 
cigarettes and just to fill up your car would be a levy on 
the passenger cars at the border. It seems to me that you 
pay a levy if you go by plane. It seems to me that if you 
are driving a commercial truck you have to pay a levy, and 
I do not see why the consumers and their cars should not 
have to pay for the service of going through customs. Indeed, 
that would help to cut down the frequent trips from the 
border communities. That would be one of the great things 
that could be done. 

I also think there should be some co-operation with the 
federal government so that they impose provincial sales 
taxes. I do not see why this province should lose the sales 
tax potential at the border, if only because it is bound to 
come back on to me as a consumer somewhere else. If you 
do not get it at the border, if it is going off to New York 
state, then you will put provincial taxes up somewhere 
else. It would be very easy for the federal government, as 
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it does its little calculations—“Oh, that is 10% duty, and 
we are going to add the 7% GST’—just to add another 
factor of 8% on to the bill and remit that to the Ontario 
government, because that too would help slightly to balance 
the equation. 

I think there needs to be better vigilance at the border 
and I think that one of the key things is that retailers in this 
province have to be able to buy at more competitive rates. 
I am not sure what that is going to take, but I cannot 
understand why consumer good necessities cost so much 
more here in Ontario than they do in the United States. 


Mr Kwinter: I have some questions and some com- 
ments. First of all, I want to thank you, John. It is kind of 
nice to see some of the figures. I cannot attest to how 
accurate they are, and I am not questioning whether they 
are accurate because I am just taking your word for it. You 
have done some work, and someone may come up and say 
these are not the right figures, or another figure, but at 
least— 


Mr Winter: They are probably higher today. 


Mr Kwinter: Yes. Well, what I am saying, at least 
there are figures and at least there are some of the things that 
we have been concerned about that have been addressed. 
For example, what is a protected distance? I am pleased to 
see that effectively there is no such thing any more in 
Ontario. Given the differences, 90 minutes from the border 
is just as attractive as 15 minutes, not on a daily basis but 
certainly on a weekly basis. 


1610 


Mr Winter: Or on a frequent basis, yes. There are 
very few locations that are really protected any more in 
Ontario. Perhaps Peterborough might be one of the last 
ones. If you think of Canada, there are very few cities, 
Chicoutimi, there is Newfoundland, of course, and there is 
Edmonton, and I cannot think of many others that are 
protected by distance. Our perception of distance has 
changed quite radically, I think, in the last year. 


Mr Kwinter: I think there is another point that you 
brought home that I had not really focused on, and that is 
that we seem to think about cross-border shopping as just 
going to the United States. That is where the greatest benefits 
are, but there are certainly whole areas of Ontario where 
cross-border shopping is a way of life into other provinces. 

I have travelled extensively into Kenora, Thunder Bay, 
Rainy River, Fort Frances, and I was stunned the very first 
time I went there that their total orientation is to Winnipeg. 
When they said, “We’re going to the city,” I just assumed 
they were going to Toronto, given the fact that I am a 
Torontonian. J figured that if they said they were going to the 
city, that is where they were going. They said: “Toronto, 
are you kidding? No, we’re going to Winnipeg.” 

The daily paper is the Winnipeg Free Press. You cannot 
get the CBC, even before it shut down the stations. In Rainy 
River the only Canadian channel you get is channel 11, for 
some reason, Hamilton. I could never figure out why, but 
whenever I go up there and turn on the TV set, it is all 
American or Manitoba, with the exception of channel 11. 
Even before the GST and the escalation of the Canadian 
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dollar, because of the sales tax and because of the prox 
ity, people were going to Winnipeg to get their things, 

As a matter of fact, we had a situation in Ontario wh 
a few years ago we had an ice floe wipe out the com 
nity which is now called Peawanuck up on Hudson Ba 
wiped out the whole community, which was only 
houses, and they were replaced by a Winnipeg comp 
because it was much closer than any Ontario compan 
get there. So those are some of the problems. 

The other thing that concerns me, and I do not kr 
how you tackle it, is that when you talk about the streng 
that we have in Canada or Ontario not being exporta 
whereas the strengths that the Americans have are | 
their weaknesses are not, that is precisely why we h 
this problem. You hear the old cliché, “It’s a nice plac 
visit but I wouldn’t want to live there,” and that is wha 
happening. People are paying their taxes in Ontario ; 
getting the quality of life that they want, but they are try 
to then sort of offset that by buying cheaper things in 
United States, which means that where they live they | 
their taxes, but they want to minimize the impact of that 
then going to the United States, taking advantage of 
cheaper products so that the impact is not as great. I do 
know how you deal with that. Do you have any ideas? 


Mr Winter: I think you have to emphasize that qua 
of life is partially dependent on the price of the goods. 
are paying Ontario taxes, we are paying GST. That is 1 
there that is helping to pay for the social services that 
all like, and that is part of living here in Canada. | 
obviously you can escape it, individually you can esc: 
it. You do not have that collective attitude, “Well, we m 
spend our money here.” It is wonderful when you do th 
surveys and you start talking to perhaps 5% of the peo 
who say: “Oh no, I would never go across there. I live h 
in Ontario. I must spend my money here.” 


Mr Kwinter: As a researcher, as a sampler of put 
opinion, do you really believe that is saleable? It wo 
seem to me that if you did a survey and asked peo 
“Why do you go to the United States?” their answer wo! 
be virtually unanimous. The other things are fringe 
would say, “Because I can save money.” 

Mr Winter: That is right, and that is why I believe 
have to clamp down as much as we can at the borc 
because it is going to get worse. Why should we pay th: 
times the price for Oshkosh children’s clothing? Inde 
why are we paying three times the price for Oshkc 
children’s clothing? 

Mr Kwinter: Can I ask you another question, becaus 
concems me. The one solution that you see is the prolife 
tion of Price Clubs and Cosco as being a possible soluti 
in the more populated areas, but not in the north becaus 
does not warrant it. 

Mr Winter: That is right. 


Mr Kwinter: Okay. I just wanted to make sure t 
my premise is right. I see that as trading one devil : 
another. I will give you an example. 

I have a place in Florida. When I was down there 
Christmas a company—it is not like a Price Club of 
Cosco. It is supposedly a drug store, but it sells everythi 
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om chicken soup to furniture. It is called Phar-Mor. They 
ive stores that are 100,000 square feet in size and, to 
‘scribe it only one way, they are mind-boggling when 
yu walk into them. When they announced they were con- 
ructing one in the neighbourhood I live in, the local mer- 
iants got a petition to try to stop them. They said: “There 
yes our business. If Phar-Mor locates, we’re done.” 

I think one of the problems we have is that if you feel 
e only solution is to have the Price Clubs and the Coscos, 
en what you may really be doing is shifting some of the 
isiness away from the United States to these American 
ores that are now located in Ontario or anywhere else in 
anada, but you are not in any way addressing, and probably 
ympounding, the problems of the small retailer. Those 
ho have a conscience or whoever you have been able to 
Il this story, “Hey, every time you go to the United States 
yu’re doing your neighbour out of a job or you’re doing 
surself out the quality of life,” will now be able to do the 
me thing in their backyards or in their neighbourhoods to 
e detriment of the small, independent store. How do you 
val with that? 


_ Mr Winter: I believe you are quite right. Probably a 
umber of the very small, independent retailers’ days are 
imbered. We have far fewer today than we had 30 years 
30 when I came to Canada. 

- Second, I think the solution for northern Ontario is to 
yurce out of neighbouring states and not out of Toronto, 
scause the cost of actually bringing or hauling merchandise 
to Toronto and then shipping it up by CN to Thunder Bay 
- points north of that is so enormous that people should 
2 able to reorient their buying patterns and buy out of 
Hix-apolis or Duluth or other US cities. But that pattern 
f trade has not established itself yet. When you talk to the 
nall retailers, one of the problems is that if they are not in 
buying group, they cannot buy in sufficient volume from 
ie US wholesalers and warehouses to make it worth their 
hile to put French labels on and get the CSA approval and 
| the rest of that stuff to bring it into northern Ontario. So it 
I gets funnelled down here through Toronto and then way 
o there, with all the attendant costs that are associated 
ith that. 


Mr Sutherland: I just want to ask you a couple of 
uestions. First of all, I thought your presentation was very 
od and very thorough in outlining the issues we have to 
y to deal with. You mentioned the recession and spoke 
out older consumers and unemployed Ontarians being 
nsiderably more attentive to prices paid in the stores. 
me of the surveys we had indicated, though, that the 
igher the income you had, the more likely you were to be 
‘oss-border shopping. I am just wondering if you can 
concile that with your statement here. 


Mr Winter: Yes. If you are from the Toronto area, 
ou are probably more likely to travel and pay the gasoline 
ad make those big purchases all at the same time. When I 
as writing that, I guess I was thinking about the union 
uys in Fort Frances who have been laid off whom I have 
ilked to, and people in Welland, the economy of which 
as just been devastated. Those people are concerned 
dout the price of necessities. There was a bank manager I 








talked to in St Catharines. A couple of years ago he used to 
change $10,000 of US currency a month and he is now up 
over $250,000. So what are the people doing? They are going 
and they are taking their paycheques, cashing them, getting 
US dollars and off they go to buy their basic necessities of 
life because they cannot get those types of prices in Ontario. 

Mr Sutherland: Do we have a sense then that it is not 
only the people who are laid off? It may be some of those 
people who are working in some of the vulnerable areas 
right now, manufacturing, who are still employed but are 
still concerned. So they are also going across the border, 
even though they are still employed. 


Mr Winter: I think there is a deep-seated anxiety at 
the moment about where our economy is going. That is 
very prevalent in some of these border communities that 
have been hit, Windsor for instance, with a loss of jobs and 
things like that. 


Mr Sutherland: Mr Kwinter mentioned the advertising 
campaign. I was wondering if you could comment on how 
effective—I mean, all of us being politicians and watching 
some of this stuff and realizing what goes on in elections 
and seeing what went on in—you know, when you watch 
some of the commercials for American elections how 
hard-hitting they are. I am wondering, with that type of ad 
campaign, whether you think that will have any impact. 

Mr Winter: Well, no, because consumers are not stupid. 
They are not dumb, they know that prices are considerably 
lower there, so what are you going to say, “Shop here, 
please”? They will just continue shopping over there. I think 
you have to put some barriers in their way. I think you 
have to put the provincial taxes on as they come back over 
the border. Perhaps that will slow up everybody at the 
border another 15 minutes. That would be good too. Until 
we can change the retail system here in the province, it is 
going to take time. I do not think you have the time. We 
have talked to the small retailers in the border communities 
and they are weeks, if not days, away from bankruptcy. So 
what do you do? 


Mr Sutherland: I know you have made some com- 
ments about the Sunday shopping issue and how it affects 
border communities. This may be outside your parameters; 
it may be the sociologists who need to comment on this. 
But I find it intriguing, in a lot of the surveys about Sunday 
shopping, about shopping being a family activity. I worked 
in a grocery store for seven years and packed many 
peoples’ groceries, a regular occasion, and I want to tell 
you, I was never left with the impression that it was a great 
family activity to go shopping. 

Mr Kwinter: Not to a grocery store, but to a mall it is. 
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Mr Sutherland: I guess my comment is, if that is the 
extent of what we consider a great family activity in this day 
and age, then I think we have some larger-scale problems 
as well. 

Mr Winter: First, I do not want any one-upmanship 
here, but I worked 10 years in my uncle’s grocery store and 
put myself through college doing that. I will agree with you, 
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for the food, the drop-in convenience items, men do that 
more frequently than ladies. 

Second, I have a bias here because I am the vice-chair- 
man of my local business improvement area in the Beach. 
It is very serious down on the Beach if we are closed on 
Sundays because a quarter of our sales are done on Sundays, 
so I have a bias towards that. Third, I have seen the surveys 
that have been done relatively recently by International 
Council of Shopping Centers, ICSC, the shopping centre 
people in New York, and it does appear that people shop 
together. It is something you do in the big malls with family 
and friends. 


Mr Sutherland: The other issue you talked about, the 
Price Club and Cosco, I think four to five years ago we 
also had some Price Clubs. I believe Titan was one of 
them. That was around. They came on to the market but 
seemed to disappear very quickly. I do not know whether 
you are familiar with them and what happened to them, 
whether it was just strictly bad management. But if you 
look at that, the track record of that type of warehousing 
does not seem to be that great, or is it just that things have 
changed that much now that you figure their prospects are 
better? 


Mr Winter: I think they are run better. In retailing, we 
always have to look at management, because it is a tre- 
mendous management feat to actually run a retail store, 
especially one of that size. I think they have better capital- 
ization. They are now run by the Price Club out of the 
United States. The point I would like to make is that they 
are not really retailing; they are investment banking. They 
turn their product so fast that in 20 days they get 90 days’ 
credit and they are making points at the bank. That is why 
they can make it so cheap in the store. 


Mr Sutherland: Just one final question. You talked 
about where all the economic nationalists are and I guess 
my basic concern is, do you not feel there is a way we can 
get the message out to people that you cannot have your 
cake and eat it too, in terms of all the benefits you receive 
of living here and the quality of life and lower crime rate 
and some of the things you mentioned about better health 
care, lower infant mortality? 


Mr Sterling: Wake up and smell the coffee cake. 


Mr Sutherland: That cannot be sold to people in terms 
of any type of aggressive advertising campaign in selected 
border communities or throughout the province? I mean, 
we have the Madison Avenue whizzes who are making all 
these people go out and buy it and appeal to people to go 
across the border with their effective marketing campaigns. 
Are there not the effective marketing campaigns to keep 
them here? 


Mr Kwinter: Yes, the bottom line is price. If it was 
higher you could not do it. You have to use a marketing 
campaign to try to convince people to spend more money 
than they have to spend somewhere else. You do not need 
a marketing campaign to get people to go and pay less. 


Mrs Sullivan: If you can buy a $40 shirt for $7.99, 
the same quality, same merchandise, 15 minutes from your 
home, how are you going to counteract that? 
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The Chair: We have a long list here. 


Mr Stockwell: Did you want to answer that, by 
chance? 


Mr Winter: I do not know. 


Mr Kwinter: Let’s try everything. The sales thi 
going like that, the leakage is going up exponentially, 
try everything. 

Mr Jamison: I have a number of questions for yor 
if you will bear with me, I would like to walk you thr 
them. The first one, for the committee’s purposes, re: 
am asking you to expand further on the list of 250 proc 
if you can give us more information on the particular 
that showed the two examples, gasoline and so on. 

I am concerned also as a representative retailer 
retailing sector. You are not aware of where these 
differences developed and seem to be thoroughly conf 
about the large differences on some very basic iter 
think it is important that this committee consider that 
take a look at why those price differences exist. Th 
why I asked you to give us as many examples as you c 
that we can really look at. 

Of course we realize there are a number of fa 
contributing to the problem we are experiencing, bi 
your presentation you mentioned the GST and you 
equated a 15% jump in the volume of cross-border tre 
really. How did you arrive at that? How were you ab 
arrive at that particular equation? 


Mr Winter: Canada Customs counts the number 
Statistics Canada puts it together and published about 
week ago the increase in trade from the previous Jam 
So it jumped quite significantly in January. People \ 
very, very angry about this tax. 

Mr Jamison: Do you find that people are continuir 
show animosity towards that particular tax in that mani 


Mr Winter: I think the federal government got off 
hook very nicely because there was a war, and that 
verted consumers’ attention. By the time the war was c 
we were two or three months down the road and the fc 
got off the GST. 


Mr Jamison: This was just more or less another ki 
Mr Winter: Puts up prices, yes. 


Mr Jamison: I would like to turn my attention basic 
to interest rates, and I would like to ask you a question 
really reflects the cost of doing business in that fashion- 


The Chair: I am having a little trouble hearing. 


Mr Jamison: —that asks you to point out the differe 
in cost, if you can, of doing business with an interest 
that is lower in Buffalo, as far as a retailer is concert 
compared to one that would be in Niagara Falls, for exam 
What effect would the spread have right now? 


Mr Winter: Well, the effect has the spread, if you 
building space, that it is going to cost you more beca 
your mortgage rates from the bank are going to be con: 
erably higher. And then a retailer always has to carry 
ventory, so he gets a loan from the bank at our rates ral 
than their rates and of course that puts up the prices 
well. There is nothing magical about this. It is very simy 


You have your costs, you have your small markup to 
over your risk and make a profit and at the bottom fall 
rour prices of your goods—higher costs, higher prices. 
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Mr Jamison: In your presentation there was a discus- 


| 
‘ion about whether it is saleable to start programs that 
vould promote “shop Ontario” or “shop Canadian.” In my 
perience, and it is limited as far as shopping cross-border, I 
aware there is an ongoing campaign in the United States 
ut buying made in the USA. That campaign, when I have 
ad the opportunity to talk to people we are connected to 
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bout that, is seen over there as being successful, is seen as 
ipping a switch in people’s minds. We have neither a 
deral campaign to really speak to that issue nor a cam- 
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bout that? 


_ Mr Winter: As I said, I do not think there is any one 
plution and I think we should try everything, but it still 
vill not address the fundamental issue that things cost less 
jere. I think we have to address that issue and move to- 
yards solutions of why suppliers seem to charge more in 
Janada than in the United States, not just more, but con- 
iderably more, in certain areas. The other thing is that I 
m not a representative of the retailers so I am not— 


Mr Jamison: Well, I am not saying that. 


_ Mr Winter: I think you will have Mr McKichan next 
reek to talk to. He is the retailer. 


| Mr Jamison: Yes. Okay. Again, all of us have cer- 
-hinly had this concern on our minds for a period of time. I 
bund, when I talked to people and really went through the 
yhole conversation about why you would cross-border 
hop, that the obvious reasons were there but there were 
Iso some underlying reasons. I have had a number of 
eople really talk to me about customer service and customer 
atisfaction. Some people have said, “Listen, I not only go 
iver there and shop and buy what I want for less, but I 
2em to be appreciated over there more than I am in my 
wn home town.” 


) Mr Sterling: That’s only since you were elected. 


Mr Jamison: Having been rudely interrupted, I find 
jat to be a concern to me because maybe people are really 
_andling that end of business differently. I know there is a 
song drive on to have cross-border shopping continue as far 
's Buffalo and those relative communities are concerned. 
) Vhat do you feel about that? 
| Mr Winter: Again, Thunder Bay is making a very 
ncerted effort to improve customer service in the stores. 
e chamber of commerce has a big program at the mo- 
ent to encourage better service. I know when I checked 
1 the small town of Fort Frances I was quite astonished by 
ow good the customer service was. The retailers knew 
erybody by name, they greeted them, they were attentive, 
1ey complimented them on their purchases. I do not see 
ow in some of the smaller communities you could get 
uch better. 
Of course retailing is not just price, but I think the 
otive of driving people across is first price and then se- 
ction and then there are all these other reasons. One of 
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them that turns up, but not as frequently as selection and 

price, is service. Yes, we have to improve. We are in a 

competitive environment and the more we can do to improve 

ae service, as well as other aspects of retailing, the 
etter. 


Mr Jamison: Just a final comment. I found your com- 
ment on the value of the Canadian dollar as opposed to the 
dollar in the US interesting. What I found interesting was 
your opinion that people now do not even stop to do the 
calculation in their minds; they know it is close enough to 
being equal to them that there is not really an assessment; 
it is taken for granted that there is a saving. In some cases 
there may be and there may not be, but again, it is some- 
thing that is in their minds. Having said that, those are my 
questions. 

Mr Phillips: May I just ask three or four questions for 
clarification and then a fairly large one. On page 3, the $1 
billion, what percentage of retail sales would that be in 
Ontario? 

Mr Winter: Well, last year Canada did about $180 
billion in total. Ontario is 43% of Canada, so whatever 
43% of $180 billion would be—somewhere about $70 billion 
or $80 billion. 

Mr Phillips: It is around 1.5% or something like that. 

Mr Winter: That is right, but where is it concen- 
trated? 

Mr Phillips: Right. On that share lost to International 
Falls, the knife, fork and stuff, is that grocery sales? 


Mr Winter: I am sorry, that is restaurants. The groceries 
are— 

Mr Phillips: The 12.5%. 

Mr Winter: The 12.5%. 

Mr Phillips: Right. The price comparisons, the 250-item 
thing, were you comparing Canadian prices to a Cosco, 
Price Club type of thing? 

Mr Winter: One of the problems with International 
Falls is that there are a number of aggressive discounters 
there such as K-Mart, which is certainly far more aggres- 
sive in the United States that it is here, so there is an 
enormous K-Mart crossing. But there were also comparisons 
in the supermarkets of brand names, Campbell’s Soup there, 
Campbell’s Soup here, brought back on to the same volume 
basis, because sometimes their cans are a little bit different. 


Mr Phillips: I take away from that a 50% higher price 
in Canada than in the US on the 250 items. 

Mr Winter: About, yes. 

Mr Phillips: On page 12, on the Nintendo and the 
prices and what not, are those Canadian organizations 
sourcing that product in Canada, do you think? Or in the US? 

Mr Winter: I believe that they would be sourcing the 
Nintendo from overseas, because it certainly has a French 
label on the box. So they are probably sourcing it from 
somewhere else. Very few retailers in Canada source from 
the same place. For example, Sears Canada does not 
source from the same place as Sears USA, unfortunately, 
because if it did, we might be able to get some of their 
volume-buying discounts. 
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Mr Phillips: My big question is one that I think the 
Ministry of Industry, Trade and Technology also was rec- 
ommending when it was in here, and that is a concern 
about kind of one of your solutions. And by the way, I 
thought this was a very thoughtful presentation and very 
helpful to us, and really in an understandable form. I really 
appreciate it. 

My concer is that I sense a growing feeling that 
maybe a fast way to help the retailers out is by perhaps 
increasing the sourcing from the US somehow or other. I 
am quite concerned about that, because I think we will 
find, as a committee—and one of your recommendations 
is to talk to suppliers—if we got Pepsi in here, it would be 
able to go item by item all the way down and show why it 
costs that much more for it to make its product here in 
Canada than in the US. Indeed, I dare say that a huge part 
of our food processing business, if it had its druthers, if it 
could without any muss or fuss bring the product in from 
the US, would be bringing it in. I am personally concerned 
that we have to be careful in tackling this immediate prob- 
lem of retailers and cross-border shopping that we do not 
look to a solution which moves a lot of our manufacturing 
out of here to the US. We source for their Canadian retailers 
out of the US and then we find, lo and behold, it has 
impacted tremendously on our manufacturing sector. 

Similarly, I would think another group we would have 
in here would be the farm community. It would say that 
the reason it costs that much for a turkey in Canada versus 
the US is these things. So I guess my question to you is, I 
know that right now the thing that is driving us is concern 
about retailers and cross-border shopping. Is there any risk 
that your solution 6 would lead to, yes, we could help 
solve the retailers’ problems, but we would emasculate our 
manufacturing sector? 
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Mr Winter: Well, of course. There are things you 
may not know, like Canadian Club is no longer made with 
Canadian grain. It is too expensive. They are buying it on 
the world market and bringing it in from Australia because 
our grain is too expensive. Campbell Soup Co Ltd is 
bringing in chicken through some little loophole because it 
cannot buy it cheap enough from the marketing boards. So 
the chicken you get in Campbell’s chicken soup here is not 
Canadian chicken. 

The Pepsi example: They can make Pepsi and sell it in 
other markets for what you and I would consider a reasonable 
price, and there seems to be some internal reason why it 
costs twice as much to transport it to a border community 
like Fort Frances. It is transported from Kenora to Fort 
Frances, which is a reasonable distance, whereas from In- 
ternational Falls it is brought in three or four times the 
distance at a fractionally lower price. I would like to see 
you bring in Pepsi and ask this bottler, “Why are your 
prices so astronomically high?” 

I think you are right about the sourcing problem. Who 
knows if Heinz or the ketchup bottlers are going to stay in 
Ontario? It would seem to me that they can bring in 
ketchup from Paris, Texas to International Falls, which is 
an enormous distance, and sell it much cheaper than they 


can by bringing it in from Leamington up to Fort Fran 
It is a very big issue in our economy today whether m:; 
of these manufacturers will not move down to the Te 
border, or even do as Green Giant has just done. TI 
moved out of southern California at $7 an hour so that t] 
can pay $4 a day to the Mexicans. What are they do 
down there? It is frozen something or other. 

We cannot stop that. Those are decisions that are be 
made by other people, and our economy is changing y 
rapidly now that we have this free trade agreement. I th 
we have to concentrate on some of the bottlenecks that 
affecting our retailers and ask those questions, “Why is 
wholesale price in Canada higher than retail in the Uni 
States?” and get some answers on that. 


Mr Phillips: I speculate the answer will be the sa 
reason you outlined for the retailers. It is everything. I 
just the cost of doing business in Canada. 


Mr Winter: But that does not explain why Oshkos! 
three times more expensive in Toronto, which is the fif 
largest market in North America. You have New Yo 
Chicago, Los Angeles, Detroit-Ann Arbor, and then y 
have Toronto. 


Mr Stockwell: Different governments. 
Interjections. 


Mr Phillips: I appreciate it, John. I am just sayin; 
think I know the food processing industry quite well, 2 
there is a substantial risk that it will all leave here. 


The Chair: I guess one of those recommendations ' 
have to figure out is how to keep it here. 


Mr Phillips: Well, that is right. 
Mr Kwinter: Could I just make a comment on this? 
The Chair: Quick. 


Mr Kwinter: During the free trade debate, I chair 
the cabinet subcommittee that travelled around. We ha 
leading executive of one of the major food companies 
the world, the Weston group, and he said that in his opini 
if the free trade agreement goes through, as far as the fo 
processing industry is concerned, anything that has a lon; 
shelf life than two weeks will no longer be made in Cana 
The example he used is that the Oreo cookie factory 
Chicago would run for a couple of extra hours on a Frid 
afternoon to make all the cookies it would need to servi 
the Canadian market. That is the problem—the economi 
of scale and the volumes. 


Mr Sterling: When you go to the solutions or towar 
amelioration, I guess my focus on trying to ameliorate t 
situation is to allow people in our country to compete—t 
overused cliché—on an even playing field. I am not int 
ested in saying to our consumers, “We are going to give 
unfair advantage to one side or the other.” If our peor 
cannot compete, then they should not be in it and som 
body else should be providing that service. 

Now, I think that we can compete if we make sor 
changes. Part of those changes, as my colleague me 
tioned, is that our taxation structure is far too burdensome ' 
our small business people. I think the health tax levy whi 
was introduced by the past government was extremely ha 
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the small business people in this province. But I am 
king for other parts of the solution. 

I was at an urban planning conference in late October 
last year and I heard Michael McCracken of Informetrica, 
o actually made a presentation to this committee in our 
-budgetary consultation. One of his comments, I 
ught, was interesting—I do not know if anybody has 
ntioned it yet in this committee—and that was that our 
nicipal governments had made no attempt to plan or 
1e for what you would call second-class or third-class 
ailing. They have attempted to do all of their zoning for 
ailing as first-class retailing. Therefore he saw as part of 
- problem in competitiveness in the retailing business 
t we were far overstocked or oversupplied with retailing 
ice which was “first-class” and we were far understocked 
h retailing space which was second- or third-class or 
atever you want to call it. I think that is perhaps some- 
ng positive which some of the municipalities can partic- 
te in, providing some remedy in keeping the business 
e. Because if you have to pay $54 a square foot at the 
inulife Centre, then Creeds can no longer exist, or no- 
dy could buy Creeds at $54 a square foot. 

If Manulife would not move off $54 a square foot, then 
space is empty, as it is now. I think that part of the 
yblem is not only on the basis of our fixed costs or our 
sing costs being too high, but maybe it can be traced 
*k somewhat to a planning problem as well. 


‘Mr Winter: Well, we have far less retail space than 
United States and partially that is because the Ontario 
inicipal Board keeps a restriction on the amount of 
mmercial space that you can build. In the province of 
tario you have to go and say to the municipality, “There 
14 market for what I want to do,” or it will not let you do 
and then you have to fight it out at the Ontario Municipal 
ard. You do not have that restriction in the United 
ites. You can go and build whatever you want and you 
1 go broke if you want. So, yes, we certainly do seem to 
with Cadillac standards. 

If you compare a supermarket on the Ontario side and 
the Minnesota side, the cleanliness, the presentation, 
_ quality, are far better with Safeway in Fort Frances 
n they are across the border. However, we are paying 
‘that and that ultimately gets on to the price of the butter 
1 the margarine and all the rest of the necessities. We are 
-d to high standards and we pay for them. 


Mr Sterling: I just do not think we are competitive in 
‘ retail space and I think that a lot of the small business 
yple who are going out of business along Yonge Street 
1 Bloor Street and areas that I see here in Toronto are 
: as a result of—well, it is partially as a result of, you 
dw, a dramatic plunge in sales, but I also feel they are 
ng gouged. And they are being gouged, I think, because 
te is a system where there is not that adequate supply of 
er kinds of retail space which they can rent at a reasonable 
st. So I think we should actually look at the planning 
ue and say to municipalities, “You have to be willing to 
wide an adequate number of spots for this kind of second- 
ss retailing to go on.” 
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The Chair: I am just going to comment on that. I am 
sorry if I am interjecting, but when I was looking for office 
space for my constituency office, there were at least eight 
or nine empty facilities within 50 yards of where I finally 
chose. I asked each one how much per square foot because 
I was looking for the best price that I could get, like the 
good socialist that I am, right? I said, “Well, I’ve got a 
quote from this person over here.” I figure supply and 
demand in the marketplace is going to give me some kind 
of relationship, some kind of bidding war because there 
are eight or nine of them that are empty, and more coming. 
I could not get anybody to move. “No, leave it empty.” 
Eventually I went with the best deal that I could get, but 
within the whole area where I was looking there was 
hardly any variation and there was very little movement in 
terms of what you would expect in a supply-and-demand 
situation. 
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Mr Sterling: I guess what I am looking for are ways 
that we can make the system so that retailers can be more 
competitive. I think we have a real problem with taxation 
on small businesses but I think there is also a problem in 
terms of lease costs in this area which just makes it almost 
impossible for retailers to exist. 


Mrs Sullivan: There are a couple of things that I was 
interested in. First of all, following up, I wanted to know a 
little bit more about your methodology in terms of the 
work that you did in Fort Frances and International Falls, 
because you have emphasized Fort Frances more in your 
paper than the other communities where you have done 
household surveys. What other work did you do besides 
household surveys? Were you visiting in the supplier com- 
munity, in the warehousing? What were you doing? 


Mr Winter: Yes. I talked to probably all the retailers, 
because retailing is very person-oriented so you have to 
talk to the consumers and the retailers, talk to their suppliers 
as well, talk to the US suppliers to try to get a handle on 
what they are charging. One of the most difficult things in 
retailing is to get what people have actually bought their 
product for. It is a great challenge. It is one of the little 
secrets. It is really eye-opening to sit down with a mer- 
chant and have him show you his invoices. There was one 
guy who was selling some type of skidoo. I do not know 
which Canadian make it was. He was showing me the 
invoices he got from a competitor across the border. His 
prices from the Canadian company were considerably 
higher than what it was selling in the United States. This is 
the type of work that I was doing there. 


Mrs Sullivan: Was the Canadian manufacturer shipping 
across the border? 

Mr Winter: Yes, he was shipping across the border 
and the price that was asked was considerably lower. It is 
just like MacMillan Bloedel in Thunder Bay. The price for 
Thunder Bay is considerably higher than Duluth. Why is 
this? Partially it is because the retailers have not com- 
plained. They have not got together. I believe some of the 
retailers in Thunder Bay have started to kick up a fuss and 
asked these questions and they have been getting lower 
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prices. But still, Menard’s down in Duluth is getting much 
better deals. 

I was only quoting Fort Frances more often than some 
of the other studies because it is the most up to date. I feel 
that the work I did in Windsor almost a year ago is no 
longer up to date, because you can see the trend in the 
Toronto area over the last few months and it has gone up 
just in the people who are curiosity seekers. They go off 
and then they tell their friends and they go off and it comes 
into a vicious circle. 


Mrs Sullivan: I was interested in that, because when I 
look at the communities that you have looked at, Fort 
Frances and International Falls as a community are almost 
like one town and certainly this issue has been one that has 
been a part of life in that area for as long as people remember, 
from the time they were children. There were certain shops 
that you went to to buy certain things on one side and the 
Americans would come back to buy certain things on the 
Canadian side. Perhaps one of the things that has deterio- 
rated there is that there are fewer Americans coming across 
now, but once again that could be a price situation. 

When you were doing your work, were you looking at 
the kind of retail co-operatives that would enable an in- 
creased volume of purchases, an increased retail inventory, 
from a supplier? 


Mr Winter: Yes, but one of the recommendations to 
the retailers was that they had better get together with 
compatible retailers elsewhere and form buying groups so 
that they could buy at a greater volume. There was one 
guy, for instance, who was selling Maytag dishwashers. 
Now, he could get a really good deal if he ordered 54, but 
it is a small community and he is never going to get sales 
of 54. But if he was able to join together, Maytag would 
actually send it up there without any charges and he would 
be competitive. But he can only get that deal with such a 
size. So certainly there is a need to join buying groups and 
have more buying power, but you run up against the problem 
of smaller, independent, family businesses that believe that 
one of their strengths is their independence and the service 
that they give. That is the way they see it, and they do not 
want the same type of merchandise as the competitor 
down the road has got. So it is not easy. 


Mrs Sullivan: I was interested in your comments 
about the wholesale cost to retail merchants, and I think it 
might be worth while for the committee to have a future 
look at those areas. I tend to agree with Gerry Phillips that on 
Canadian manufactured products, the various items you have 
identified as making our retail sector less cost-competitive 
are also going to be reflected in the manufacturing sector and 
probably in the distribution sector as well. That is something 
we might want to look at. 

Were you able to identify any new trends in retailing that 
appear to be a move away from existing retail operations 
that in fact may break some of the consumer habits as they 
exist now? You have identified, for instance, the Price 
Clubs, the warehouse operations, as being very attractive. 
There are other alternatives that are used, for instance, in 
Europe and we have seen some of them come to Canada, 
such as Ikea, with the integrated manufacture and retail 
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operation, providing extraordinarily good quality—Habit: 
another one—with low prices. Do you see any other tre 
along that line that retailers perhaps are not grabbing o1 
adequately or could develop? 


Mr Winter: I think the whole discount sector in 
United States, the whole off-price sector, we have very | 
off-price warehouse-retail outlets. There are a few q 
brilliant retailers in Toronto who will sell seconds. T 
are not in the malls, so many people do not know wh 
they are. I think that has been restricted because of 
concentration in Canadian retailing with the big departr 
stores and the big Canadian Tires and so on. They do 
like to see the same products being merchandised 10, 
miles away at a dramatically different price. There are so 
opportunities. There is one just in northern Kitchener wh 
the Mennonite market is. They have a chance of setting 
an off-price discount mall that may rival Niagara Fa 
They certainly have the known location and the draw 
other reasons. 

So I think it is going to come very gradually, but I 
not think we have the time to wait for some of that an 
do not think our small retailers are expendable. I do 
think we should just shrug our shoulders and say: “W 
those guys are not competitive. Too bad.” I think we h: 
to do something. 


Mrs Sullivan: You see, every alternative that j 
have suggested as an approach relates to moving into 
cut-rate, lower-priced opportunity. Now, Bi-Way was 
that operation, a beautifully managed, highly profitable 
eration for years and years. Abe Fish did a wonderful 
with that company and it is in virtually every commun 
or region of the province. 

The cut-rate opportunity has been available in Onta 
for a long time, but it seems to me that if the downto 
retail merchant is going to be competitive, something of! 


than a cut-rate warehouse operation is going to be vi 


and I just do not hear how the downtown merchant it 
community is ever going to be competitive, particular] 
the new retailing trends are immediately to the low-pric 
seconds operation. 
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Mr Winter: We are having a dichotomy in retailii 
We either go for low price or we go for some type of va 
added and extra service. You pays your money and y 
takes your choice. 

A lot of people, because of the recession and ol 
reasons, are taking their choice for lower prices. I thi 
there is room for both, but probably we have too much 
one and not enough of the other. 


Mr Stockwell: Some comments maybe and they v 
maybe arrive at a question. First, I represented municipa 
an area known as Long Branch, New Toronto, Mimico, t 
Lakeshore. I am sure you know about it, being from t 
Beach in East Toronto. 

Twenty-five or 30 years ago, they wailed and scream 
when Sherway Gardens opened. Sherway Gardens was 
the shopping mall bonanza that took place some 20, 
years ago, and in Toronto there were a number of them 
Yorkdale, Sherway, Cloverdale, some others that opené 


4 APRIL 1991 


F-587 





ey are still living in that era. Even if you walk down the 
eet today, they would still complain about our allowing 
erway to open. 

Now you find Sherway store owners complaining 
out the Price Club opening and the Price Club stealing 
siness from them, etc. It seems to me that if we are 
ing to be in a free market system, these things are going 
happen. Although it may be difficult to say and difficult 
accept, but to try and protect certain segments of our 
siness community such as the small strip shopping area 
ch as the Beach—vwell, the Beach is different, but let’s 
y Mimico, New Toronto and Long Branch, because the 
ach is a little more specialty, high-end, artsy kind of 
opping area—but if you did try and protect the New 
ronto-Long Branch-Mimico area, are you just wasting 
ur time? Is it really something that can be done to 
hieve a viable return to those days when they were a 
ing concern? 

Mr Winter: I do not think I am talking about going 
ckwards. I am talking about negative changes that are 
ppening in our society and what implications—if we do 
tt do something, a few years down the road we are going 
have enormous vacancies. 


Mr Stockwell: But you are calling them negative 
anges. 

Mr Winter: Certainly. 

Mr Stockwell: You are suggesting they are negative. 

Mr Winter: The dollars are going across the border to 
her things. 

Mr Stockwell: I agree with that. 


Mr Winter: I remember when Sherway opened and 
ixie was just clobbered. It took them, what, 10, 15 years 
get back to some type of reasonable— 


Mr Stockwell: Dixie mall. 


Mr Winter: Yes, Dixie mall. Cloverdale had problems 
ta few years. 


Mr Stockwell: Yes, but what happened to Dixie Value 
all is they found a new niche in the market. 


Mr Winter: It took them a little while. 


Mr Stockwell: But they found it. Now they are busier 
an Sherway. 


Mr Winter: But I do not think you are going to find 
iother niche in the market in Windsor or Niagara Falls 
ice the little guys go out of business. 


Mr Stockwell: Okay. The other question is, I have 
ry great difficulty with some of your recommendations: 
f we cannot compete, if we are not going to be able to 
smpete, then let’s charge somebody to go across the bor- 
.” That seems totally counterproductive. We are not re- 
ving the issue. We are just saying: “Okay, yes, we 
large you a lot in taxes and real estate is high and so on 
id so forth, so what are we going to do to solve the 
‘oblem? We’ll slap a new charge on you if you decide to 
) over the border.” It seems totally counterproductive to me. 


Mr Winter: We happen to be paying for some of our 
cial services by these taxes that people can escape by 








shopping across the border. Those taxes, indeed, make 
some of our retailers uncompetitive. 


Mr Stockwell: A $5 charge, you feel, will stop the 
cross-border shopping for the gas and milk and such 
things. 

Mr Winter: It will certainly cut it down a considerable 
amount, I feel. 


_ Mr Stockwell: Let’s move on to the bigger ticket 
items. Five bucks is not stopping somebody. I heard of a 
friend of mine who is planning on going down to get a car. 
Tell me something: What are we going to do about that? A 
$5 charge is not going to make one whit of difference to 
that person. 


Mr Winter: I get different stories about cars. I be- 
lieved from one source that we now had restrictions on car 
purchase and that you cannot buy a Canadian model in the 
United States, and a Canadian model is a very simple 
change. You have to have a baby restraint system and you 
have to have lights on all the time, something that you 
could go to Canadian Tire and within five minutes they 
could change the US car and make it a Canadian car. I 
believe you cannot do that. There is a restraint, how we 
protect our automobile market. I do not see why we cannot 
introduce some other protection against the people who 
have built our border communities. 


Mr Stockwell: The other point you make is on buying 
power. You have suggested if we had better buying power, 
we could if you listened to what Mr Phillips said about 
Pepsi walking in and itemizing it, why would not the same 
problems that a retailer faces be faced by a manufacturer, a 
wholesaler or a middle man? For instance, he still has the 
health tax, workers compensation, unemployment insurance, 
business, realty, municipal, all these taxes folded into his 
operation. Why is it so astounding that his prices are 
higher also than the middle man’s in the United States? 


Mr Winter: I believe his prices are higher, but what 
we are talking about is not just 10% or 20%; we are talking 
about Pepsi at three times the price. 

Mr Stockwell: I know, but I ask you, how much of 
that is made up in just the simple, non-competitive position 
that our country is in right now? 

Mr Winter: I believe the Pepsi manufacturer that we 
were talking about has a monopoly. He can charge what he 
likes. 

Mr Stockwell: So you think there is gouging involved 
as well. 

Mr Winter: For that example there appears to be, when 
you have a look at what he is selling at in other markets. 

Mr Stockwell: Okay, so gouging is taking place. 

Mr Winter: But who is doing the gouging? I do not 
think it is the retailer. 

Mr Stockwell: It is academic, because if there is 
gouging taking place and people decide to cross-border 
shop, somebody is going to cut his prices because he is 
obviously losing sales. Be it the retailer, be it the wholesaler, 
be it the manufacturer, somebody is going to feel the pinch. 
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No, he is not making as much money. If he cuts his prices, 
he realizes his profits are going to go up. 


Mr Winter: But they go across the border and buy the 
Pepsi there. 


Mr Stockwell: The point I am trying to make to you 
is, so they cross the border in droves; eventually somebody 
comes to the realization, “Let’s drop my price, because I 
am losing all that business to the United States.” I mean, if 
it was that simple, it would be that simple to resolve. The 
free market system would level the playing field. 


Mrs Sullivan: He cannot price it at $10 below his cost. 


Mr Stockwell: I guess the point I am trying to make is, 
there must be more to it than somebody simply gouging. 
There has to be something more to the equation than 
somebody gouging, because if he was losing a tremendous 
amount of business to cross-border shopping, any idiot 
would say: “Well, I’m losing so much business, I had better 
drop my prices. I’ve got a 100% or 200% markup in this. 
Let’s take 40% or 50%.” 


Mr Winter: I do not understand. 


Mr Stockwell: You do not understand the question or 
you do not understand why they do not drop their prices? 


Mr Winter: Part b. 


Mr Stockwell: Well, frankly, I do not agree with you. 
I do not think there is that much gouging taking place. I 
think there is more to it than simply he is overcharging and 
that is why he is not dropping his prices. 


Mrs Sullivan: He would be wise to buy it at the Price 
Club and have it shipped in. 


Mr Stockwell: Yes. Well, it is true. The sad commen- 
tary is, the Price Club’s retail price is less than the 
wholesaler’s price to the retailer. It is obscene that that in 
fact takes place. 

You talk about the savings by crossing the border. One 
of the points during your conversation was the Sunday 
Shopping issue. Open Sunday shopping was adopted in 
this province for the previous eight months. Did you notice 
any major difference between cross-border trips because 
we were open Sundays or not? 


Mr Winter: We had done some work in Niagara Falls 
and there was a significant proportion—and I can get it for 
you—who said, “Well, we would shop for our conve- 
nience items here, but the stores are closed, so we are 
going across the border.” That was before the legislation 
was struck down. I did not have the opportunity to survey 
in Niagara Falls because it is all driven by what the client 
wants and where the client is located. I have been very 
fortunate to be able to have worked in certain communities 
at more or less the right time, but I did not have the oppor- 
tunity to run that survey when everybody was open to see 
how those patterns have changed, so I am afraid I cannot 
help you with that. 


Mr Stockwell: All right. The last question is, from the 
percentage of shoppers that do cross-border shop, what is 
the percentage that responded to you that price was the 
number one reason for shopping? 
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Mr Winter: That is usually the highest. I can ge 
that for Windsor and— 


Mr Stockwell: Give me an idea: 60%, 70%, 80% 


Mr Winter: Yes, it is up like that. Then the next re 
probably 10%, 15%, in that range, is selection and— 


Mr Stockwell: Service. 


Mr Winter: And then service comes down, and 
going to see their family and friends and all the rest 
are reasons in border areas. 


Mr Stockwell: Do you believe that if these 
adopted the problem would be resolved? 


Mr Winter: I do not think we are ever going t 
solve the problem; I think we can ameliorate it. I thin 
have to do some radical things now or else the conditi 
the border communities, in Windsor, in Niagara Falls a 
Chatham, where it is really hurting, will get dramat 
worse. 


Mr Stockwell: You say “now.” Like in the next c 
of weeks? I heard you say that people are declaring t 
ruptcy today, tomorrow, a week or so down the road. 


Mr Winter: I do not know how fast you guys wo: 
Mrs Sullivan: Slow, slow. 
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Mr Stockwell: It depends. Well, tell me now. 
think in the next couple of weeks that we are going t 
some more major bankruptcies along the border towns 


Mr Winter: Certainly, and we are going to see s 
more retail bankruptcies too. 


Mr Stockwell: You are not overstating the prob 
We are looking at some huge numbers. 


Mr Winter: In January, some of the retailers I k 
even in Toronto—there was small retailer who is a jew 
and there were days when nobody came into his stor 
people came into his store and just bought a watch bat 
$6 total sales all day. It is really serious out there int 
right now and the figures are showing it. It takes s 
people a little while to realize how serious it is in retai 
It is even worse in the border communities and that is 
some of the mayors are jumping up and down and say 
“Hey, let’s do something.” 


Mr Stockwell: So we do not really have a lot of : 
to consult. 


Mr Winter: I do not think we have the luxury of 
to spin this out for years while we come up with a solut 


Mr Stockwell: Months, months. I am trying to 
you down. My problem with this government is it consul 
reviews, it discusses, it answers its questions in the full 
of time. Really, what I would like you to give to me i 
impression of what we are looking at here, your time 1 
that you think something needs to be done. 

Mr Winter: I would like to see in the next bu 
some means by which you apply provincial sales ta) 
cross-border shopping. 


Mr Stockwell: And then also charge for people 
cross-border shop? 
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Mr Winter: I do not believe that it is your jurisdic- 
). I think you have to say to the federal government, 
yok, guys, you’re going dramatically the wrong way.” 
Mr Stockwell: Last, how did you get involved? You 
e a management consultant business. Do you have a 
il business? 


Mr Winter: No. I used to work in retailing, but I have 
1anagement consultant business and we have been hired 
a number of municipalities to help them come up with a 
itegy to face this issue. I also have had the luxury, be- 
ise we do other types of survey, to sneak in questions 
t | am interested in when we do other types of surveys. 
st survey firms do this, but I have a wide database on 
; issue, along with a number of other issues, I may add too. 


Mr Stockwell: My last question is, if you could leave 
with one thought, it is that speed is very important when 
omes to this issue. We do not have time to hang around, 
yate and discuss, consult and review it and all those 
ds of lovely words. 


Mr Winter: It certainly is a good summary. 
Mr Stockwell: Thank you. I can use that. 


‘Mr Hansen: I just wanted to clarify; maybe Mr 
yckwell was not here earlier when I handed this out. 
te it says, “Price in US dollars.” This is an advertise- 
nt that was in the Tribune. There is a 7% GST, there is 
8.3% duty, no provincial sales tax, and one thing I 
got to add, no state taxes also in New York state. This 
il be delivered to your driveway. This is the one I was 
king about and this to me is very aggressive. There is an 
fit in Ridgeway, I believe, that is into pool sales on a 
olesale basis. It is not very competitive for him when 
s comes in and there is no sales tax. That is an 8% 
ference right there. 

Iam sorry, Mr Stockwell. I know you have asked a few 
1es about when we are going to get going. In this com- 
ttee we have tried to get going as soon as we can. I think 
 Kwinter will say that we discussed, before we even 
d pre-budget, that we get going on this right away. So 
: are doing the best we can. We do have to consult a little 
, but the thing is that I can see that this whole issue has 
llooned since January because when the GST did come 
there were people writing letters to the.paper to say: “It 
a revolt. Refuse to pay the GST.” Even if they paid 4% 
New York state, they were looking at the revolt that they 
re getting even. 

Mr Winter: This is the Canadian equivalent to propo- 
ion 13: “We’re not going to take it any more, so we’re 
ing to go across the border.” 

Mr Hansen: Yes. So it is something that we have 
en looking at. I know you say you are not on the govern- 
st side, Mr Stockwell, but you are part of the govern- 
ent and your participation and your ideas are welcomed 
this side, within reason. 

Mr Stockwell: That is not true. You know that. 

Mr Hansen: To help the retailers out there, I think it 
very important that we all work together. The one thing I 
sntioned this morning, since you were not here, and 
me of us have repeated ourselves to give you the idea of 





where we are coming from, I think the biggest thing we 
have to take a look at and pound a little bit harder is 
co-operation with the federal government at the border to 
wind up to see some means of collecting the 8% to keep it 
even there. I think this is about your line. 

I have to really say that this—and you do not have to 
blush—is the best report I have seen condensed, very 
short, so far. It seems to be right up to date. It is hard to 
keep on top of this because it changes. In the period of 
time that it carries on, if it goes on much longer, this report 
will be obsolete in another two months. 

It gives us a little bit more insight into the amount of 
money that is flowing across the border and the effects that 
it is having. Being a representative of the Niagara area, I 
can see it quite clearly. Maybe Mr Stockwell there, being 
farther away, does not see the effects as much as living 
right in there. As I say, I could walk up the street and on a 
clear day I could see New York state, so that is how close I 
am to the border. 

I just wanted to comment that it is a good report and, 
living in the area, I see there is a lot of truth there. I have to 
take a look at some of the figures and I have to believe a 
lot that is in there. 


Mr Christopherson: Mr Winter, I would like to echo 
the comments of Mr Hansen and compliment you on an 
excellent brief and thank you for taking the time and lending 
your expertise. A few of us here are pleasantly surprised at 
the number of business people, consultants and others, 
who are prepared to come forward and literally put their 
time and money forward in the interest of public service. It 
is appreciated very much. 

Just a couple of points, because I think we have cov- 
ered most of the ground. At the time the recession lifts, 
how much of an issue do you think this will be to the 
municipalities that are hurting, the retailers in those munic- 
ipalities and the drain on the provincial economy overall? 


Mr Winter: It is difficult to separate one reason from 
another for the cross-border. I think what you see in retailing 
is a pattern developing and it is difficult to change a pattern 
once it is solidly established. What we have been seeing in 
the last six months are so many people going across just 
because they hear about it in the media or they have heard 
about it from their friends. They might not have known, 
going out from the Toronto area, that there are such bargains 
to be had. I think it is going to be difficult to reverse a trend 
such as this if it gets on a consistent and repeated basis and 
people get used to it. I think it is going to be difficult. 

It probably may not be as driven by the people who 
travel two hours to buy something for their children; they 
might buy it more at home when we do not have a reces- 
sion, but they will certainly know that opportunity is there. 
It seems to me that the opportunities are getting better on 
the Buffalo side with Wal-Mart coming into that market 
first and with Pace Warehouse coming and some of the 
other attractions, so I think it is difficult to reverse. 


Mr Christopherson: Your recommendation regarding 
clamping down: I have also had suggestions about, why 
does the government not lean more on the issue of the 
smuggling aspect, quite frankly, of goods that are not 
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being declared as another way of, to use your words, 
clamping down?. How would you separate slowing down or 
removing some of the ease of going across and shopping, 
and in many cases not declaring, as a way of offsetting this 
from those individuals who you want to have good, easy 
access by virtue of the business they do, whether that is 
truckers, which is an obvious one, you can have a trucking 
lane, individuals who are going across to do business; people 
who perhaps work in one city and live in another? How 
would you see on a practical level those separations taking 
place? 

1720 


Mr Winter: In some of the border communities you 
do not have enough lanes across. The Windsor tunnel, for 
instance, is constricted, but the Ambassador Bridge is not. 
I think a lot of it at the border is a scheduling problem. I 
think the federal government should ask a supermarket 
operator how to operate checkouts. The key thing would 
be to have enough people on when the demand is highest. 
They know when the demand is highest and they could 
quite easily schedule more people to work at those high, 
peak times. Have you ever come into Pearson when three 
or four jumbos are coming down and they know they are 
coming down and there are only a couple of people checking 
people through? What is this? If a supermarket operator 
did that, he would be out of business very quickly. It is a 
scheduling problem. 

You could quite easily take some part-time people, put 
a funny hat on them, let them sit at the border and say, 
“Please, open up the trunk of the car.” Those guys do not 
even get out of their little cabins. “Have you anything to 
declare? Where do you live? Welcome back to Canada. 
Have a nice day.” I do not call that work. They have the 
option of not charging duties and not charging GST, 
whereas our retailers have to charge GST on minuscule 
amounts. Those guys, if they do not feel like it, if there are 
a lot of people there, can just wave them through. What is 
this? Meanwhile our Ontario retailers are going down the 
toilet because these guys are not doing their job properly. 
They should be collecting those taxes. They should be 
taking every dollar of taxes that they should be doing. 

Perhaps we need to go back to the system that we had 
in Canada 200 years ago where the customs guys got a 
percentage of what they collected. If you linked their pay 
to productivity— 

Mr Kwinter: They found out that the guys were making 
more money than the government, so they cut it out. 


Mr Winter: If you had some type of bonuses for 
those guys, linked to the amount of money that they col- 
lected, would you see them opening up the trunks of more 
cars? “Would you please open up your trunk, sir? I want to 
look in.” Sure they would. 

I think it is a scheduling problem. You just look and see 
how many checkouts they have open. I would ask whoever 
runs Loblaw to give some advice to the federal govern- 
ment on how to run a checkout, because he runs them 
pretty good on Saturday mornings when I want to get 
through. 


Mr Hansen: If I can just interject, one thing that} 
pens is that those bridges built in Fort Erie and Nias 
Falls were built for tourist trade; they were not built 
shopping trade. I think that is the big problem right th 
They were not designed for the amount of traffic gc 
across. 


Mr Winter: On some bridges, like Rainy River, tt 
is no charge whatsoever, so there is absolutely no restrict 
You do not have to pay your $1 or 60 cents; you just di 
across. 


Mr Hansen: The other thing too is the long lineup: 
gets so backed up I think that the people who are doing 
inspecting are getting telephone calls saying, “They’re f 
miles back from the bridge causing traffic jams,” so t 
wind up, “Next” and going through. I know it is wrong, 

Mr Winter: Put more checkouts open on a holi 
Sunday night because, yes, there are problems at the ot 
end of the Windsor bridge. It is on Jefferson Avenue 
Detroit. Sure it backs up in Detroit, but if you put m 
people on when you know that there are going to be p 
periods, then you would be able to process them faster ; 
you would also be able to ask them whether they h 
something in the back. 


Mr Christopherson: Another question: Does a 
thing come to mind as an obvious answer if the tax on 
or anything else were slashed, whereby the price that : 
Americans are paying in terms of their cities and th 
quality of life would not happen here without having to p 
on those taxes somewhere else? I realize it is an econon 
question, and a political one, but it is kind of the other si 
of another question that was asked by someone else. 


Mr Winter: One of my solutions, one that I thi 
works with the market, is to try a test market where a 
border point you permit a gas station to sell gasoline at I 
levels, so if you are going to drive to the border and if y 
are going to go across, you may as well buy your gas 
that border point. You have driven there anyway. You ¥ 
buy it in Canada. Now, you as a province are going to ge 
lot of taxes, because those taxes are going across the bord 
There are state and federal taxes in the United States th 
are considerably lower than in Canada, but it would 
interesting to see, and that would be a test that would 
quite easy to do. You set up an intervening opportuni 
where you can buy the gas. 

In a small community like Fort Frances it might be th 
you would not be able to build a gas station at the bord 
but you could rotate it among the gas stations in the cor 
munity. If you are going to drive across, then you can get 
And that process of driving across for your gas engende 
a whole lot of purchases, because you may just as well st 
there and pick up your cigarettes or pick up a nice, humon 
ous turkey for Christmas or for Sunday dinner, and so on. 


Mr Christopherson: I follow your logic. The on 
thing I have had trouble getting over on this issue, qui 
frankly, is that I still see us just moving the border in tern 
of the cost of gas. In other words, no matter where ¥ 
lower it and where we put it, there is going to be som 
body on the periphery of that line who is going to sa 
“You've drained my business.” The communities are goif 
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aim it; certainly the gas station operators will. I know 
the zoning idea has been suggested, and there is a 
bec experience. I do not think we have seen anything 
nitive, and maybe that does work, where you feather it 
But that is always my concern about that; no matter 
re we put it, if we just isolate it in one place and say, 
re, you can have the same benefit as there is across the 
ler,” you are just moving the problem somewhere else 
someone in another community is going to feel that he 
ing wronged by it. 

Mr Winter: I believe if you are going to drive to the 
ler, you may as well be able to buy it on the Canadian 
rather than the US side. I think that is worth a try. It 
not cost you anything. Indeed, it will be revenue-positive 
juse you will get more taxes. Let’s see how it works on 
iin locations. It is a reasonable idea. It sure works for 
narket. 

[| know the Quebec experience is they lower the taxes 
ou get closer to the border, but I do not think that is 
ig, to be dramatic enough. Okay, you are going to spend 
ents instead of 54 cents, but they have got it over the 
r side at 26 cents, so you will still drive if you are 
rmined to fill up your gas tank at half the price. 


Mr Christopherson: I appreciate very much your 
: and your answers and thoughts. 


Ms M. Ward: I think most of the things that I had in 
d have been discussed and answered. One of the things 
I was going to ask you has been touched on slightly. 
were saying in here that the GST had an effect but it is 
ainly not a major explaining effect in terms of price. 
have identified a lot of causes and some possible solu- 
s, but what I was wondering about was really asking 
to delve into people’s minds, and I think your surveys 
‘be do some of that. How much does people’s percep- 
about taxes, in the sense that if they feel taxes are 
ir, then they give up their national sense of responsi- 
y—you were saying, “Where are all the nationalists 
‘” I guess I am a nationalist, because Mrs Sullivan 
“giving the example of something $7.99 and some 
“r tremendous price. I would go for the higher price if it 
e Canadian. I do not understand why there are not 
e of those. 
But what I was getting at about the taxes, if people feel 
‘taxes are unfair, does that make them just decide to 
up their national sense of responsibility to buy Canadian, 
you think? Like the anger over the GST, I can see that 
‘ading to increases in municipal taxes also, just a sense 
taxation is unfair. 
) 
Mr Winter: I think it is like the free trade debate. We 
a very divisive debate on the GST, which unfortunately 
not work. Hey, retail sales shut off like a faucet in 
lary. It was just a disaster. It might have been better if 
‘had introduced it in the middle of the summer when we 
e all feeling better, but in the depths of winter, in the 
dle of a recession—anyway, we are told that we want 
Yecome one big market, so why are those advantages 
in our stores rather than in their stores? 











What I have seen is that people have been sold a bill of 
goods on the GST. They expected things that it would not 
produce, and unfortunately they were led to believe there 
were going to be some changes that they would see. They 
have not seen the changes and they are taking them. That 
is one force here. Now, how important that is in the total 
scheme of things, I could not say. 


Ms M. Ward: Yes, it is maybe not very large. I think 
you mentioned something about 5% of people would buy 
Canadian no matter what. 

Mr Winter: In the surveys they come through. Now, 
those may be the wives of retailers in the town, for all I 
know. 


Ms M. Ward: There should be other reasons, but is 
there any chance of expanding that? 


Interjection: The kids. 


Ms M. Ward: I am not a retailer’s wife. 

Most of the other things I was wondering about have 
been discussed. One other thing: The Fort Frances and 
International Falls situation here that is covered in your 
paper, I am not familiar with International Falls. What is 
the size of that, relative to Fort Frances? Are they both the 
same size? 

Mr Kwinter: Very small communities. 

Ms M. Ward: So it is not an attraction of a bigger— 


Mr Winter: There are 10,000 people in the hinterland 
around it on each side, so it is 35,000 total, both sides. But 
it is nice because it is isolated and they are equal distance 
from a large city. The trouble when you have price compari- 
sons in Windsor versus Detroit is that Detroit-Ann Arbor is 
four million or five million people and Windsor is only 
about 250,000. The advantage of this area was that they 
were both relatively isolated but relatively the same dis- 
tance from major urban areas. 


Ms M. Ward: The other thing I was going to com- 
ment on, and I think Mrs Sullivan discussed this also, or 
maybe Mr Phillips, was the effect on other businesses, such 
as production. You were speaking about the manufacturers. 
It must also have an effect on small producers. You know, 
your supermarkets do buy from the small farmers and so 
on in the surrounding areas. You can imagine other groups 
being affected, such as people involved in crafts and so on. 
Is that a factor also? 

Mr Winter: Of course. There is a negative spiral all 
the way down through the economy. You see the retailer’s 
problems first. It is difficult to put a finger on, let’s say 
here in the Toronto area, if you are selling bedding or 
linens, why your market is so poor at the moment. Look, 
we are losing out of Toronto 9% of our linens and bedding 
market to the Buffalo stores. There are a number of rea- 
sons for that, but that is high. 

What level is acceptable? If you are in that market 
now, you may not realize how much is going across, be- 
cause it is such a large and diffuse market, so you cannot 
put your finger on the fact that somebody in handicrafts 
has suddenly got his market cut off or reduced signifi- 
cantly because people are going across the border. Some of 
these things are difficult to nail down, but you can see the 
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processes involved and they appear to be negative for the 
economy in general. 


Ms M. Ward: One last thing just occurred to me. Is 
there any chance that this is cyclical? I can remember 
years ago people used to talk about going to Buffalo. It 
was a big thing. I was only a kid at the time, believe it or 
not. Is this something that ebbs and flows and so on? Do 
you think it may die down again? 


Mr Winter: Yes, I think there is a pendulum. I think it 
does go from positive to negative. I think it is very signifi- 
cantly negative at the moment. I remember 12, 13 years 
ago our gas prices were actually lower than in the US and 
in some border communities there was a flood over to our 
side, for the gasoline only, not for these other things. 


Mr Kwinter: That was a supply problem. 


Mr Winter: Always the supply, because it is remark- 
able to see in Fort Frances that the truck goes through Fort 
Frances and the gasoline halves in price. It is all Canadian 
gasoline being sold on the other side. It is all the govern- 
ment taxes. 

But, yes, it swings. I think it is significantly negative at 
the moment. If our economy continues to be weak, it will 
continue to be solidly negative against us for the short- 
term future. 


Ms M. Ward: It is not just prices, though, and eco- 
nomics. It is also attractiveness, is it not, of the area that 
you are visiting? Buffalo for a number of years was not an 
attractive place at all. 


Mr Winter: That is right. Buffalo has come a long way. 
Ms M. Ward: I would not go there, so I do not know. 


Mr Winter: I do not really know why you would go 
there, besides the Knox-Albright gallery and the chicken 
wings. 

Ms M. Ward: Thank you. I appreciate your report also. 


Mr Phillips: Again, just a comment, because I feel 
rather strongly about it and I think it is important for us as 
a committee to keep focusing on this. I personally think 
that the cross-border issue is the first of a growing issue, 
and I think how we treat it is extremely important. 

Mr Winter, I repeat, has done a fabulous job here. I just 
have a fundamental concern about one of your recommen- 
dations, because I think that what we are seeing with this 
cross-border shopping is a kind of a focus and a highlight 
of the difference in the cost structures, Canada-US, and the 
retailers are looking for a solution. 

If we grease the skids that make it easier for products 
to come from the US to Canada to solve this, I think we 
are going to accelerate the problems for our manufacturing 
sector. Maybe there is no solution to it, but I think I know 
some of the industry well. I do not believe the food proces- 
sors are gouging. I think the profit margins Canada-US are 
about the same, and many of them, frankly, because they 
are US-owned, would welcome greasing the skids and 
would say: “Your problems are over. We’ll manufacture. 
We’ll keep our plant in Rochester moving a little faster and 
we can sell Pepsi here in Canada for $6 a case. Don’t 
worry about it.” 
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I am just saying I think we as a committee ha 
really watch that we do not buy that solution, only to fir 
have undermined our manufacturing and our food proce 
sector—our food producers, our agricultural communi 


Mr Winter: I think we are having some change 
tario for a long time could not get enough chicken m 
share, for some reason, and the prices were just d 
high. My understanding is that we are addressing 
problem and Ontario will get its reasonable share o 
chicken quota. But I think that is going to take time 
how long have we got? 


Mr Phillips: Believe me, I appreciate your re 
mendations. You are here just to help us and I an 
trying to be critical. I am just saying I think we ha 
watch that one as a solution. 

There may be some tax things we can do, I de 
know. I have not really thought a lot about this, but the 
is that if you are crass, you would say, “Income tax ca’ 
everybody who resides in Canada, but there is a grot 
people who are avoiding sales tax and that sort of stu 
do not know whether we should be trying to think 
atively about the tax structure. Maybe it will not work 
there is, in a sense, an opportunity to inadvertently e 
normal taxes here in Canada and maybe we should | 
creatively about that. 

You have suggested one solution, which is an intere 
one, of sort of the gasoline duty-free shop. It would be 
esting. I imagine a bunch of people would sort of ga 
and drive to the end of the bridge and turn around 
come right back again, or maybe they would just bac 
from the thing, but I think that was a creative solution 
you have given us. 

I do not know whether you have ever consid 
whether you have any recommendations generally ot 
tax structure that may be of assistance. 


Mr Winter: I believe you are talking to the R 
Council of Canada next week. They continue to say 
you should be looking at the taxes that are on the retai 
I would agree with them that the taxes are high, but v 
you look at the total scheme of things and how much t 
are aS a percentage of your normal operating costs, 
are pretty low. But anything that will improve the com 
tiveness of the Canadian retailer is good. But again, 
long is it going to take? 

Mr Kwinter: I just want to make two comments. 
of the things about the taxes, we are saying the GST is 
necessarily a factor and the retail sales tax may not ne 
sarily be a factor. When you look at it, for those items 
do not have to be declared, where they would be subje 
the GST, the total is 15%. That 15% really represents 
difference between the value of the Canadian dollar 
the value of the American dollar almost exactly. So « 
you go over to the United States, and as long as you 
buying something you do not have to declare, it is at 
You are really buying it at par. I mean, you do not hav 
calculate, it is exactly at par, because you are not pa! 
15% extra as you bring it back that you would have to 
if you bought it in Canada. So what you do is, you loo 
the bargain and you do not even have to calculate; it 
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bargain. Whatever you pay for it, that is the cost in 
adian dollars because you are saving that 15%. I think 
is a significant number, a significant factor. 

The other thing that I want to caution everybody 
nst in any recommendations is that we are now into a 
trade agreement and there are certain obligations on 
lf of the contracting parties and you cannot erect non- 
f barriers. You cannot suddenly put a charge on people 
ing back into Canada and not have it going the other 
, because that will be seen as a non-tariff barrier. It 
Id be a disincentive to trade, and anything you do of 
kind, you have to be very careful that it can stand up 
1e test of the free trade agreement and also stand up to 
challenge by any interest group in the United States. 
hat is just something that we have to really be aware 
You just cannot unilaterally do things that may contra- 
> the free trade agreement. 


Mr Winter: But I believe the US has a test location 
re is is trying the $5 service charge. You know, it is 
-pay—you use those services, you pay for them—and 
lieve they have started one or two where they are 
ng it at the border. I think that is going to be the 
send, because if they put a $5 charge on, we could put 
) charge on, and suddenly it does not pay you to go 
ss and fill up your gas tank. 


Mr Sutherland: Sorry, if I could just interject, this 
charge experiment, is that $5 per person or $5 per car? 
t makes a difference as well. 


Mr Kwinter: I do not know any of the details of it. 





Mr Winter: I do not know, I think it is $5 per car. It is 
certainly $5 if you go across on a commercial vehicle, I 
believe. 

The Chair: Are there any other questions from the 
committee? Then I would like to thank Mr Winter for 
coming. It has been a very informative afternoon. Thank you. 

Mr Kwinter: It was really very good. 

Mr Stockwell: The best we have had, no question 
about it. 

The Chair: If you find out any information or any- 
thing that you feel: you would like to share with this com- 
mittee on an ongoing basis, we would appreciate any 
information that you could send along to us. 

Mr Winter: We have just done something in Brant- 
ford, but we have not processed it, so we might know what 
the Brantford share is. Somebody is on the committee 
from Brantford, I believe? 

The Chair: Brad Ward. 

Mr Sutherland: I just wanted to bring up one other 
item of business before we adjourn. I wanted to discuss 
whether we were going to extend an invitation to this 
group of mayors that has kind of got together. I would ask 
either them or a representative from them to come and 
appear before the committee and I just wanted to see 
whether they thought that would be a good idea as well. 

Mr Stockwell: Sure. 


The Chair: The committee is adjourned until Thursday 
the 11th at 10 o’clock. 


The committee adjourned at 1744. 


F-594 STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 





CONTENTS 


Thursday 4 April 1991 


Cross-border Shopping 0.005: dyeiti seach leat) atte. » « cacabnadhdthretnek teak aber soc dte bell eee 
Afternoon. Sitting «9060.50! bay tadburrsentad> ate ad baaukdt . eoowarrtonidiuas fire shad of eviinepemib a ae 
John Winter Associates. Ltd u... steanetvepiet simsunn auc wert Sanytedes » »fiscbere arent di tome. teteears ureter ol os oareel eee | 
AGjOUrMMeNt 5 eviews ereyicg ss) aapdhfer wernedeie eeehuererae: » «abhage. hapie. cule he weseeeeues shes nadh.cae bere | 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Chair: Wiseman, Jim (Durham West NDP) 
Vice-Chair: Hansen, Ron (Lincoln NDP) 
Christopherson, David (Hamilton Centre NDP) 
Jamison, Norm (Norfolk NDP) 

Kwinter, Monte (Wilson Heights L) 
Phillips, Gerry (Scarborough-Agincourt L) 
Sterling, Norman W. (Carleton PC) 
Stockwell, Chris (Etobicoke West PC) 
Sullivan, Barbara (Halton Centre L) 
Sutherland, Kimble (Oxford NDP) 

Ward, Brad (Brantford NDP) 

Ward, Margery (Don Mills NDP) 


Substitution: Murdock, Sharon (Sudbury NDP) for Ms Ward 
Clerk: Decker, Todd 
Staff: 


Anderson, Anne, Research Officer, Legislative Research Service 
Rampersad, David, Research Officer, Legislative Research Service 


L\ex 








y Government 
k 5 i Publications 

6 1991 arent Be a 
ISSN 1180-4386 

sgislative Assembly Assemblée legislative 

‘Ontario de |’Ontario 


st Session, 35th Parliament Premiere session, 35° législature 





fficial Report Journal 
f Debates des débats 





jJansard) (Hansard) 

ursday 11 April 1991 Le jeudi 11 avril 1991 

anding committee on Comité permanent des affaires 
lance and economic affairs économiques et financieres 
oss-border shopping Magasinage outre-frontiere 

air: Jim Wiseman Président : Jim Wiseman 

rk: Todd Decker Greffier : Todd Decker 





lished by the Legislative Assembly of Ontario &) Publié par Assemblée législative de l'Ontario 
tor of Debates: Don Cameron Editeur des débats : Don Cameron 


Table of Contents 


Table of Contents for proceedings reported in this issue 
appears at the back, together with a list of committee 
members and other members taking part. 

Reference to a cumulative index of previous issues may 
be obtained by calling the Hansard Reporting Service in- 
dexing staff at (416) 325-7400. 


Languages in Hansard 


Hansard reports all debates in English or French as 
spoken by the participants. It does not translate remarks 
made in either language. Headings and tables of contents 
reflect language use. 


Subscriptions 


Subscription information may be obtained from: Ses- 
sional Subscription Service, Publications Ontario, Ministry 
of Government Services, 5th Floor, 880 Bay Street, To- 
ronto, Ontario, M7A 1N8. Phone (416) 326-5310, 326- 
5311 or toll-free 1 (800) 668-9938. 


Table des matiéres 


La table des matiéres des séances rapportées dan; 
numéro se trouve a l’arriére de ce fascicule, ainsi qu’ 
liste des membres du comité et des autres députés a 
participé. 

Il existe un index cumulatif des numéros précédents. 
renseignements qu’il contient sont 4 votre disposition 
téléphone auprés des employés de |’index du Journal 
débats au (416) 325-7400. 


Langues paraissant dans le Journal des débats 


Le Journal des débats rapporte en anglais ou en fran 
les débats, selon la langue utilisée par les participants. 
remarques faites en l’une ou |’autre langue ne sont 
traduites. La langue des en-tétes et de la table des mati 
refléte la langue utilisée. 


Abonnements 


Pour les abonnements, veuillez prendre contact ave 
Service d’abonnement parlementaire, Publications Onta 
ministére des Services gouvernementaux, 5° étage, 880, 
Bay, Toronto (Ontario) M7A 1N8. Par téléphone : (4 
326-5310, 326-5311 ou, sans frais : 1 (800) 668-9938. 


Hansard Reporting Service, 481 Legislative Building, Toronto, Ontario. M7A 1A2. Phone: (416) 325-7400 Fax: (416) 325-74 


LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


Thursday 11 April 1991 


The committee met at 1009 in committee room 1. 


CROSS-BORDER SHOPPING 


The Vice-Chair: I welcome you to the standing com- 
fee on finance and economic affairs and our task force, 
‘sense on the cross-border shopping issue. 


ONTARIO MILK MARKETING BOARD 


The Vice-Chair: I would like to welcome the Ontario 
k Marketing Board, and I would appreciate it if you 
ld introduce yourselves for the rest of the committee 


> 
we 


Mr Core: Thank you, Mr Chairman; it is a pleasure to 
here today. I am John Core, chairman of the Ontario 
k Marketing Board, and to my right is Peter Gould, an 
nomist who works for us; Claude Chartrand, who is a 
nber of the board representing northern Ontario and its 
‘icular interest in this subject; and our general manager, 
1 Smith. 
I would like to begin this morning by thanking the 
mittee for the opportunity to make a presentation. This 
ot the normal mandatory opening expression of thanks. 
1 cannot turn on a radio or even open a newspaper these 
s without finding something on cross-border shopping. 
; the current issue. It is the most obvious manifestation 
ome very fundamental problems in this country. How- 
r, the dairy industry started raising alarm bells at least 
at back as 1986. While it is some solace to see the issue 
1g given its due, we have seen continuous and and 
gressive erosion of our industry over that five-year period. 
it same erosion is now affecting many other products 
commodities. The impact is felt most directly in border 
immunities, but that is the tip of the iceberg in our view. 
gone sales mean lost jobs anywhere in the country 
sre manufactured goods or food products are produced. 
In a general context, cross-border shopping is a very 
icult problem to address. Border controls and duty col- 
ion are federal jurisdictions, but obviously there are 
vincial areas of responsibility that impact on the inci- 
ce of cross-border activity. 
Perhaps what might be as difficult as anything is to 
nge consumer attitudes. For reasons that are haunting 
already, we have allowed and even encouraged Cana- 
1 consumers to take shopping excursions to the United 
es as a right. Who among us is going to challenge that 
stituency? 
As you are all too well aware, another dimension to the 
olem is the erosion of the tax base. Do those taxes just 
shifted or do we forgo services? Once either of those 
urs, we enter a spiral that is difficult to stop. Canadians, 
everyone else, complain about their taxes but some- 
sre along the line public finances have to be explained. 





The problems faced by the dairy industry and dairy 
farmers are just a microcosm of a much larger problem. 
However, because of our system of national supply man- 
agement, the dairy industry has a special need for effective 
border controls. That does not mean, though, that the im- 
pact on other industries or sectors is any less severe. 

Furthermore, there is a direct relationship. As the inci- 
dence of cross-border shopping increases, the effect on the 
dairy industry worsens. The dairy industry has been seek- 
ing a solution to cross-border shopping for five years with- 
Out success. Perhaps now that the issue is much more 
broadly based and being addressed in forums such as 
today’s, there is a better chance that something meaningful 
can be accomplished. 

In this presentation I want to do two things: provide 
some background on the issue from a dairy perspective 
and quantify the impact, and discuss our assessment of the 
problem and some potential solutions. 

From the dairy industry perspective on supply manage- 
ment: To understand our concerns, I thought it might help 
to provide a little background on national dairy policy. 

It is safe to say that supply management, as practised in 
Canada, has been at the forefront of the public policy de- 
bate for most of the last decade. It started in 1981 with the 
Economic Council of Canada’s review of regulatory re- 
form. That was followed in turn by intensive debates dur- 
ing the Canada-US trade negotiations, the GATT 
negotiations and most recently the National Dairy Task 
Force review. 

Over that period we have been forced to synthesize and 
define what exactly are the key elements of national dairy 
policy and supply management. It boils down to three ele- 
ments: border controls, production discipline and compen- 
satory pricing. 

The system only works with all three elements working 
effectively. Producers collectively limit their production by 
means of a quota system. The government carries no surplus 
removal responsibilities in Canada. This is not the case in 
virtually every other major dairy-producing nation. If sur- 
pluses are produced, they are exported at Canadian 
producers’—farmers’—expense. In exchange for limiting 
production, producers expect fair returns for their labour, 
management and investment capital. That is the compensa- 
tory pricing we were talking about. Finally, to prevent sur- 
pluses and maintain prices, effective border controls are 
essential. 

Traditionally, supply management has been viewed by 
many as a program designed for farmers and by farmers. 
As the GATT process untangles, it is becoming more clear 
that our system evolved as the only viable means of sus- 
taining a Canadian dairy industry from the onslaught of the 
grotesquely unfair but somehow legitimate trade practices 
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of other major dairy-producing regions, notably the Euro- 
pean Economic Community and the United States. 

Just as a side comment, you might be interested in 
knowing that the surplus dairy production in the United 
States at the peak of their surplus exceeded the total Cana- 
dian milk production. Their surplus, about two years ago, 
exceeded our total production. 

Too many of our critics view border controls as a 
means of sustaining supply management when quite the 
Opposite is true. We discipline production because of 
Canada’s use of article XI to put border controls in place, 
and in that regard we are virtually unique around the 
world. Just a footnote: Article XI is that section of the 
General Agreement on Tariffs and Trade which gives the 
authority to countries to implement quantitative restrictions 
on imports for products whose production is limited to 
domestic requirements. So that is the authority from which 
we use border controls. 

To put it simply and succinctly, without effective bor- 
der controls over the past 20 years it is doubtful whether 
there would be a dairy industry of any consequence today. 
We limit production to meet our GATT obligations. Canada 
uses article XI as the only means available to defend 
against other countries’ predatory and unfair trade practices. 

Import control measures: There are three main ways by 
which imports are managed. These are: the use of the import 
control list, the Canadian Dairy Commission Act and tariffs. 

The import control list identifies certain products for 
which imports are currently prohibited. Examples are but- 
ter and skim milk powder. Other products are permitted 
but are regulated through quotas. The best example is 
cheese. Canada has an annual global import quota of 20 
million kilograms. That is about 7% of the Canadian do- 
mestic requirements for cheese. Issues relating to prohibi- 
tions and fixed quotas are part of the ongoing GATT 
negotiations. 

Under the Canadian Dairy Commission Act, the com- 
mission has the authority to restrict the importation of 
blends or further processed products containing more than 
50% dairy ingredients. 

Finally, tariffs exist on a range of dairy products. One 
problem with tariffs is that they are being phased out under 
the Canada-US trade agreement. This led to dairy farmers 
asking for and having yoghurt and ice cream added to the 
import control list in 1988. That in turn led to the United 
States GATT challenge of Canada’s authority to add yoghurt 
and ice cream to the import control list. 

Blends have also been an issue in recent years with 
products customized—and I use that term loosely—solely 
to circumvent the 50% dairy ingredient provision. The most 
blatant example here is skim milk powder mixed with rock 
salt to circumvent the regulations and, more recently, 
cream and sugar mixtures. 

The bottom line is that the industry cannot tolerate 
leakage in any form. Unplanned imports undermine the 
viability of the entire system and national dairy policy. 
Controlling imports is a federal responsibility. Their attitude 
is not always supportive, especially at a time when they 
want to project a more free trade-oriented image. 


It is in this context that cross-border shoppin 
fects the dairy industry. Whether a milk product or co 
nent is imported in an illegal blend or as a cons 
purchase made south of the border, the impact is the s. 

There is a sideline to the yoghurt and ice cream 1 
Canada has established, as a result of the agreement 
the United States, an import quota of about 300 to 
both yoghurt and ice cream into Canada. You mig 
interested in knowing how much yoghurt and ice c 
can be imported into the United States under this a 
ment. You can export no yoghurt into the United § 
because they have particular regulations saying that 
USDA inspectors must inspect farms from which m 
used to make cultured dairy products. So there can t 
access to the yoghurt market in the US. I believe that 
ice cream quota is in the neighbourhood of about 100 
most of it allocated, I understand, to countries that d 
traditionally export ice cream. So even though they 
lenge Canada on our right to establish quantitative in 
restrictions on yoghurt and ice cream, they in fact ha\ 
even tighter restriction, but they have a waiver from G 
that was established back in the 1950s that is not able 
challenged. I just wanted to make that side point to yo 

The impact of cross-border shopping: As noted 
industry is always concerned about border leakage. I 
mid-1980s, producers in British Columbia began notic. 
sizeable effect on their markets as more and more consut 
particularly from Vancouver, made the short trip te 
United States. No different than today, milk and « 
products were not the main or only reason for makin 
trips, but they certainly were a frequent purchase. Pre 
nary studies sponsored by BC producers produced al 
ing results. 

Finally in 1988, Dairy Farmers of Canada persu. 
the federal government that the issue was serious en 
to warrant attention. Through Agriculture Canada, det 
studies were commissioned for BC, Ontario and | 
Brunswick. After lengthy delays, the results for BC 
New Brunswick have been released. The study estim 
that 7.6% of fresh milk and 4.5% of cheese consumy 
was being brought into BC by same-day Canadian trz 
lers. Comparable figures for New Brunswick were 4 
and 0.5% respectively. Those studies are almost two y 
old now and we know by the volume of traffic that 
increase has been substantial since then. 


1020 

No figures for Ontario have ever been released. 
can draw one’s own conclusions. The original Ont 
study only included Sault Ste Marie in 1988. A year | 
it was deemed that the study had to be redone. When c 
pleted, another year later, it was deemed that Sault 
Marie was not representative of Ontario and that s 
southern Ontario border points had to be examined. | 
week, we learned from the minister’s assistant that 
Ontario study has been submitted to him—that is | 
Mazankowski—but findings will not be released in 
vance of a “solution,” which rather disappoints us. 

What we do know is that cross-border traffic by sa 
day Canadian travellers increased by 36% between 1 
and 1990 and is likely still on the rise. We also know 
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ween 1985 and 1990 marketings of milk to the fluid 
it in Sault Ste Marie have dropped by 30%. The figure 
ay could be as high as 40%. Last fall, that plant went 
n operating four days a week to three. In the near future it 
Id be two, and at that point the viability of maintaining 
plant in operation is highly suspect. 
Finally, we know that the national market sharing 
ta has been reduced by 6% since February 1990 and 
ly will go down 2% or 3% again next August. We look 
all sorts of reasons to explain these cuts but have not put 
ugh emphasis on the impact of cross-border shopping 
hat regard. 
Because we have a national system for industrial milk 
ducts, lost sales not only affect the province where 
se losses occur. Similarly, we should not for a moment 
r that cross-border shopping is not a problem in Quebec 
ther provinces just because Agriculture Canada did not 
duct a study there. 
To put the costs in perspective, each 1% loss of national 
Q ultimately translates into 200 fewer farms in this 
ntry, with lost farm-gate revenues of nearly $23 million 
ually. 
We cannot quantify how much of these losses are asso- 
ed with cross-border sales. We are simply making the 
it that they are contributing to them. 
The dairy farm loss is only one dimension. Parallel 
es occur for the processing sector, leading to plant clo- 
*s, and for milk transporters, veterinarians, equipment 
lers and feed suppliers. Losing dairy farms has a pro- 
ad impact on the rural community. 
As noted above, leakage under a supply management 
em is simply unacceptable. A solution must be found. 
Why are prices lower in the United States? There is no 
juting that prices, after adjusting for unit size and ex- 
nge rates, are lower on virtually everything south of the 
Jer. In the cases of beer, alcohol, cigarettes and gaso- 
, the explanation is fairly straightforward: Most of the 
erences are due to taxes. 
For milk and dairy products, the explanation is not as 
ightforward. To be as brief as possible, I will outline 
‘contributing factors. 
Made-in-Canada costs: Simply put, doing business, 
y or other, costs more in Canada. The same fuel that 
'S consumers less when they travel across the border is 
igher input cost in producing milk. Interest rates on 
‘owed money have been consistently 4% to 5% higher 
anada. Labour costs and most other purchased inputs 
ply cost more. What critics superficially allege as being 
ficiency is not accurate. 
Policy differences: In many respects, dairy policies in 
ada and the United States have a lot of similar objectives. 
vever, how those objectives are achieved makes com- 
ng the two systems like comparing apples and oranges. 
: of the most fundamental differences is that whereas 
adians operate with production disciplines, the US op- 
es an open-ended support price system. There are no 
ts on milk production regardless of market conditions. 
government buys all surplus production. Second, the 
of surplus disposal is borne by taxpayers, not producers, 
1e United States. Both these policies belie the true cost 





of producing milk but result in lower farm-gate prices. An 
obvious outcome of US dairy policy is a very costly surplus 
removal program. Rather than limit production, the approach 
until now at least has been to lower support prices. Since 
1985, producers in the United States have arguably re- 
sponded to lower prices by maintaining or increasing pro- 
duction as a means of survival, and they are again heading 
towards a major surplus situation in the United States. 

The previous section alluded to higher interest rates in 
Canada. Beyond that, US agriculture policy provides access 
to below-market rates for farm credit. Another significant 
factor is their deficiency payment program which subsidizes 
both purchased feeds and homegrown feeds. The net effect, 
again, is to lower farm-gate requirements and mask the real 
cost of producing milk. 

Market structure: There are two levels of comparison 
to be made; one at the farm gate, the other at the retail 
level. Price Waterhouse recently completed a study for the 
National Dairy Task Force. It found that on a cash cost 
basis, costs were fairly comparable between Canada and 
dairy farmers in border states. The one big difference was 
that if a 10% return on equity was factored in, however, 
most US farmers had a negative return for labour and man- 
agement while Canadian prices allow for positive returns 
to labour. 

The US dairy farmers involved in this study are living 
on their equity; the equity is bleeding down. In an attempt 
to try to stay ahead they are milking more and more cows, 
trying to do more and more work, which is leading to a 
surplus situation again in the United States. So they are in 
a vicious spiral now with the fact that their prices are 
moving down; they are trying to compensate by keeping 
their farm cash receipts up by producing more milk, which 
further compounds the problem. 

You might be interested in knowing that the current US 
farm bill calls for the United States to consider putting in 
place standby supply management programs if their pur- 
chases reach a certain level of overproduction. That is the 
first time we have ever heard of the US government talking 
about something like a standby supply management program. 

Perhaps more significantly, the study found that one of 
the biggest factors in price differences between the two 
countries is processor margins. Processors in the United 
States have much higher capacity utilization—it is not un- 
related to open-ended support prices—and they also have 
lower margins. 

We should also not lose sight of the fact that in unregu- 
lated markets retail prices do not necessarily bear any rela- 
tionship to farm-gate prices. There is no reason to think 
that retailers in US border areas are not using milk as a 
loss-leader to build traffic. 

Exchange rates: As mentioned above, retail and farm-gate 
prices are not necessarily related. In Ontario, our authority, 
the board’s authority, for pricing only extends to the farm 
gate. In carrying out our responsibilities, the objective is to 
establish prices that provide fair returns for producers’ labour, 
management and capital. Wholesale and retail prices are 
totally unregulated in Ontario. 

If one looks back a few years to when the Canadian 
dollar was valued at 72 cents to 73 cents, US farm-gate 
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prices for milk were virtually comparable to Canada. At 
those exchange rates, milk selling for US$12 per cwt, or 
hundredweight, equated to $37.85 per hectolitre Canadian— 
less than 4% below our class 5 price, and that is the price 
for milk being used to make butter and skim milk powder. 
The same US$12 per cwt translates to $31.67 per 
hectolitre at today’s exchange rates. Relative to today’s 
class 5 price, which has increased modestly, the difference 
is 25%. Long-term policies cannot react to short-term fluc- 
tuations in exchange rates. Exchange rates are crucial to the 
whole issue of cross-border shopping and exert tremendous 
pressure on the entire Canadian economy. 

International competitiveness: Ever since Canada entered 
discussions with the US on so-called free trade, Canadians 
have been beleaguered with rhetoric about globalization 
and becoming internationally competitive. Global trade is 
a zero-sum game, meaning total imports globally equals 
total exports. If you have a positive trade balance, you are 
on the winning side; it means that some other country must 
have a negative trade balance. 


Canada was internationally competitive. In 1985, Canada 
had a total merchandise trade surplus of more than $20 
billion. Our surplus with the US alone was of the same 
magnitude. Between 1985 and 1989, the surplus has 
dropped to under $12 billion and the surplus with the US 
has declined in lockstep. Exports to the US have increased 
by 24%, roughly in line with inflation, while imports have 
increased by 42%. 
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Canada’s monetary policy has meant that instead of 
exporting goods and products we are now exporting jobs 
and job opportunities. There is a tendency to look at details 
like tax structure, health care, subsidies and labour costs to 
rationalize differences. In theory, and usually in practice, 
exchange rates account for all of those factors. 

If exchange rates are allowed to find their proper level, 
normal trade and structural adjustments will occur. De- 
pending on the state of an industry, some goods will be 
less expensive in one country and others will be less ex- 
pensive in the other. When a situation develops, or indeed 
is fostered, where all goods appear to be less expensive in 
one country, the other country, unfortunately Canada in 
this case, has serious problems. Consumers are not stupid; 
they will gravitate towards the lower prices. Not only do 
we lose Canadian purchases, we also lose a substantial 
American tourism that used to flow in our direction. What 
is happening at the consumer level is also happening at the 
industry level, and that ultimately is a much bigger problem. 

Why exchange rates have drifted upwards is hard to 
rationalize. From a US perspective, it certainly has helped 
reduce their trade deficit. Is it the unwritten portion of the 
Canadian-US trade deal? One explanation has been that 
we need high interest rates to attract foreign capital. High 
interest rates appeal to currency investors and speculators. 
This country needs to attract investment in productive re- 
sources and that is not likely in an environment of 
decapitalization. 

Canada’s economic health depends on our ability to 
export. Until exchange rates fall back to where they belong, 
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living and working in Canada is going to be a less hay 
experience. 

Taxes are set and collected to pay for the services 
all enjoy as citizens of this country, from transportatior 
education, to health care, to garbage collection and pul 
security. When Canadians go to the US to buy grocer 
gasoline, electronic equipment or whatever, they ay 
paying their share of the bill. Only two things can hap 
as a result of that; one is that the tax burden is shift 
Governments can increase existing taxes which they. 
loath to do, or charge the taxes in areas which are harde: 
avoid, such as property taxes. The second possibility ; 
ultimate outcome is that services will be reduced. Th 
are tragic consequences. 

The average Canadian has to be made to underste 
the effect of their actions. Canada, like any country, i 
community of citizens where we all enjoy the benefits ¢ 
similarly share the costs. 

To that end, all applicable taxes, excise taxes and sa 
taxes—GST and provincial sales tax—should be collect 
Furthermore, existing rules regarding duty-free opportu 
ties—for example, being out of the country for 48 hours 
bring back $100 worth of duty-free goods, unlimited, 2 
being outside Canada for at least seven days to bring be 
$300 worth of goods, once per year—should be rigorou 
enforced. 

These regulations did not change with the signing 
the free trade agreement, although many Canadians ha 
the perception of open borders. The only thing that | 
happened is the reduction of tariffs on some items. Ot! 
taxes still apply. 

Along these lines, the British Columbia fast-lane ¢ 
periment seems like abject nonsense, a carte blanche 
smuggle, with the government turning a blind eye. If 
honour system is going to be used, it has to be accomy 
nied by an effective deterrent, including confiscation 
goods not declared and/or the vehicle. If anything, we ne 
fast lanes for American visitors. Every effort should 
made to prevent further expansion of the fast-lane conc 
for returning Canadians. A fast lane for American visit 
would make much more sense. 

Dairy Farmers of Canada position: Dairy Farmers 
Canada is our national organization that represents m 
producers across the country. Independent of the broac 
implications, Dairy Farmers of Canada views effecti 
border control on the importation of milk and dairy produ 
as an essential element of national dairy policy. It is a fede: 
area of responsibility, and if a key element of dairy poli 
cannot be fulfilled it places the entire policy in jeopardy. 

While the importation of dairy products is admini 
tered through the import control list under the export a 
imports act, there is an exemption for milk and dairy pro 
ucts with a value of less than $20. Dairy Farmers of Ca 
ada believes that amending the exemption to require a st 
outside of Canada of at least 48 hours would provide t 
authority to address the cross-border issue. Failing th 
our government needs to look no further than the Unit 
States to find solutions. It is virtually impossible for l 
citizens to bring back milk or dairy products from Canad 
If the will is there, it can be done. 
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While we believe the issues are separate, there is also a 
y close interrelationship. The dairy sector needs border 
trols to maintain the viability of national dairy policy 
| the dairy industry. However, as cross-border shopping 
reases and becomes more deeply entrenched as a way 
ife, the impact on the dairy sector grows proportionately. 
The secondary effect of cross-border shopping is the 
uction in domestic demand. Lost jobs in border com- 
nities and lower sales of Canadian products are just the 
inning of a downward spiral. 

It is our belief that the single biggest factor at play is 

exchange rate. We have a situation that puts Canadian 
ses out of line with those of our major trading partner. 
yss-border shopping is only one manifestation of the 
blem, the bigger issue is probably the erosion of 
jada’s ability to export and the attendant loss of jobs. 
sent policies, monetary in particular, aimed at fighting 

ation may have been effective, but they have also had a 
astating impact on the economy. Is this another example 
he cure being worse than the disease? 

Changing exchange rates is something only the federal 
fernment can do. Right now, the Americans are the 
in beneficiaries of Canadian largesse. 

As a country, we have allowed our citizens to gain the 
ception of an open border and nobody wants to tell 
m it is not so or that if we want to maintain the integrity 
he country, it cannot be so. 

Exporting jobs instead of goods and a declining tax 
can only move Canada in the direction of what some 
ilysts describe as the process of becoming a third-world 
intry. 

There are those who would trivialize this issue. They 
wrong. I do not envy you your task. Cross-border 
ypping is a very complex problem without obvious or 
y solutions. While the exchange rate is a major underlying 
tor, all appropriate taxes and duties must be collected 
1 existing laws on stays outside the country must be 
lered to. 

I cannot comment whether or not it is realistic to expect 
education program to work, but legislators, bureaucrats 
1 taxpayers need a better understanding of how public 
ance works. And journalists as well. 

Let me conclude by remarking that cross-border shop- 
g has already had a serious impact on Canada’s dairy 
tor at both the producer and processor level. Unless the 
al problem is addressed, I have concerns about the po- 
tial for a dairy-specific solution. Let me assure you the 
ard and dairy farmers will assist and co-operate in every 
y possible. Thank you for your attention and for creating 
opportunity to express our concerns. 

Just in closing, Claude Chartrand representing northern 
tario has some particular concerns about the Sault Ste 
tie marketplace and he will just make a few comments 
addition to mine. 

Mr Chartrand: Representing northern Ontario poses 
ne particular problems. I am sure your confréres have 
ked about distances in northern Ontario. To put that in 
‘spective, I live some 350 miles from the closest border 
int on my own farm. That is roughly the same whether I 
_ talking about Cornwall, Kingston, Niagara Falls or 








Sault Ste Marie and I am part of northern Ontario, 100 
miles north of North Bay. 

In Sault Ste Marie there has been a polarization of 
opinion as you are probably well aware between retailers, 
producers and consumers to some extent, to where we sce 
a loss of between 30% and 40% of our milk sales there, 
and it is not just milk. You can imagine the effects on 
myself, for instance; I expect my gross income to decrease 
by 3% in the next year. You can imagine, as a resident of 
northern Ontario, this kind of effect. We know that you are 
going to have some very hard decisions to make about 
Sault Ste Marie, whether to pour in billions of dollars 
maybe to keep a seal plant, or the same amount of dollars 
will have to be there in welfare or some sort of social 
easing of the situation if unemployment gets worse. But it 
means that between 30% and 40% of Sault Ste Marie is 
not really part of the economy in northern Ontario. It is 
more part of the economy in the States because that is 
where they do their shopping, that is where they are paying 
their taxes in the major part. Whether we are talking about 
beer, liquor or cigarettes, provincial sales tax is not paid at 
the border and this is causing quite a polarizing of opinion. 
That is where the major part of discussion has been with 
producers at meetings in northern Ontario in the past 
week: about cross-border shopping and our decreased in- 
come and what we can do about it. I sure appreciate the 
opportunity to make these comments here, Mr Chairman. 
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The Vice-Chair: Thank you. We fully agree with your 
statements, and that is why this committee was one of the 
first agenda items after setting up our preliminary budget 
report. We felt this was the most urgent matter that the 
province of Ontario had to be looking at next. We appreciate 
your input. Going through your brief, it is very informative. 
You are actually the first group that got here, one of the 
particular areas of milk. 

We do have some questions from the committee and we 
have approximately 18 minutes until 11. We have another 
brief coming in and the bells will be ringing around 12 
o’clock so we are going to have to cut that one short. We 
have to move on. If Mr Kwinter would ask one question; if 
he has another question, put up his hand again and we will 
try to rotate so that everybody has a chance. 


Mr Kwinter: I have got a half-dozen questions. 


The Vice-Chair: Oh, no, not section a, b, c and d, if 
you do not mind. 

Mr Kwinter: Mr Chairman, seeing the constraints 
that you are putting on my questions, I have to pick out the 
one that I really want to talk about. I just have to take a 
second to see which. Let’s talk about article XI. 

When we talk about the import control act or the list, 
one of the problems, of course, is that the Canadian milk 
producers asked to have ice cream and yogurt put on the 
list. The Canadian government agreed, they put it on, it 
was challenged by the United States. It is my feeling that if 
that challenge succeeds we are really on the slippery slope 
to getting rid of supply management. 

Regrettably—when I say this I am not trying to be 
partisan or political—after the Canadian delegation went 
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to the GATT talks in Belgium and came back, I asked the 
minister in the House, given the fact that these talks had 
collapsed and article XI was not even addressed—he did 
not seem to know that—I said to him, “What are you 
going to do about it?” He said: “Well, we are happy with 
it. We are happy with article XI as it is. We have no real 
interest in strengthening it.” And that was that. 

The question I have is what would you suggest should 
be done to try to make sure that we have a strong enough 
article XI to allow the milk producers to put products like 
ice cream and yogurt on it? 


Mr Core: Dairy Farmers of Canada made a presenta- 
tion to the federal minister a number of months ago. He 
said to us, “If we have to do something about article XI, 
what is it that needs to be done to it?” 

We submitted a major presentation to him with the 
support of other supply management groups across Canada 
which became the fundamental position of the Canadian 
government in the current GATT discussions. The federal 
ministry has assured us, and our ongoing discussions with 
the trade negotiators have also shown, that they have been 
pushing very strongly on getting article XI clarified and 
strengthened so that it will be functional in the future. 

Our position has always been, however, that if that is 
not achievable, then give us the other rights other countries 
have under the GATT agreement. We would be quite 
happy to have a waiver like the United States has, to be 
able to protect our borders with a waiver for dairy products 
or eggs or poultry or whatever. The Europeans have cho- 
sen to use variable import levies. Even though they are not 
allowed under GATT, they have been allowed to use them 
and if they become legitimate under the new GATT agree- 
ment, then we will use variable import levies. 

The question is, with our trade agreement with the US, 
what impact might that have? We have simply said that if 
this GATT discussion is going to be about creating new 
rules of trade, we think that one of the new rules of trade 
should be article XI. 

I had some representatives of Korean agriculture in my 
office recently and they commented that their government 
is very interested in pursuing article XI now. Some of the 
nordic countries are, and there is a line through the. new 
emerging European position suggesting that they are giving 
more serious consideration to how article XI could be used 
for the kinds of programs that they want to use. 


Mr Kwinter: In closing, may I make a suggestion that 
you meet with the Minister of Industry, Trade and Technol- 
ogy. Explain it to him and take along some pictures and try 
to inform him as to the issues so that at least— 


Mr Stockwell: Diagrams. 


Mr Kwinter: —if he goes to a meeting he will know 
what he is talking about. 


Mr B. Ward: I am a little bit troubled by some of 
your comments and I have a number of questions, but I 
will just ask one which troubles me the most. 

In the discussion we have had not only on this issue but 
other issues on government involvement, etc, primarily from 
Conservatives, we have been led to believe that America is a 
free-enterprise system with as little government involvement 


as possible. According to some of your comments, tha 
fact may not be true when it comes to the dairy industry 

I would like you to expand a little bit. I will not wi 
too much about the European Community because this 
cross-border shopping issue. Could you elaborate a | 
bit on the internal policies of the American governn 
when it comes to the dairy industry? In fact, is it j 
enterprise or is it government-supported, and to what degr 


Mr Core: Through Dairy Farmers of Canada, we 
a major study through the firm of Grey, Clark, Shih ; 
Associates in Ottawa on the level of hidden subsidizat 
to the US dairy industry. The Americans have put in pl 
a very, very expensive agricultural policy that is aime 
supporting their domestic agricultural industry. We w 
through, I cannot remember the number of programs t 
documented, but it was well over 100 different progr 
that indirectly give support to the US farmer, be it d 
farmer or grain farmer, it does not matter. We went thro 
them and then proportioned that against the dairy indust 

There are programs such as the export enhancem 
program, which the government uses to subsidize the 
port of surplus products out of the United States; the f 
stamp program, where they subsidize the use of food pr 
ucts to their domestic population that require food stam 
the grain program that we mentioned, feed grain set-as 
program—they have a massive conservation set-aside p 
gram where farmers are being paid to take land out 
production for conservation purposes. The federal irri 
tion water scheme in the United States is a federal progr 
which highly subsidizes the value of irrigated water 
farmers throughout the southern United States. 

When you take all of those programs, the closest. 
could come in proportioning those out to the dairy sec 
in the United States was that it represents a value of 12 
13 cents a litre to the US farmer in hidden support. It is1 
money that may directly appear on his income stateme 
but it has lowered his costs or given him other sources 
income. So that is 12 to 13 cents, which is about 30% 
the price they receive for milk at the farm gate in | 
United States. 

In Canada we are not clean in this situation. There ; 
supports to agriculture in Canada as well. The only dir 
one is the national dairy subsidy program in Canada whi 
accounts for about 6% to 7% of our producer incon 
nowhere near the high level of subsidization in the Unit 
States. 

The United States is not a free trader in agricult 
commodities, it never has been and it never will be. Th 
have no intention of being that. However, they have t 
intention of creating rules which they hope may give the 
some advantage in trading with other parts of the world. 

I was in Washington a year and a half ago at th 
Outlook conference and heard Clayton Yeutter say: 
don’t know why our domestic producers are so concern 
that we are going to dismantle our domestic support f 
agriculture. We have no intention of doing that. We 2 
simply going to lower the export enhancement prograr 
of ours and other countries.” 

It is not a level playing field. You can take away expt 
subsidies and that does not create a level playing field. TI 
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ted States has a very protectionist dairy industry. In 
, right now the organization that represents dairy pro- 
ers in the United States is lobbying intensely against 
sident Bush’s request to extend the trade negotiations 
another two years because they do not want to lose the 
tection they now have under their waiver, and they are 
lid that a positive GATT round would eliminate that 
ver and then they would have to use something like 
cle XI, which they do not want to do. 


Mr B. Ward: Thank you. I am shocked, Mr Chair- 
a, that America is not the bastion of free enterprise I 
ught it was. . 

0 

The Vice-Chair: I can see that on your face. 


Mr B. Ward: All these years I have been misled by 
Conservatives. 


The Vice-Chair: That was a very good answer, really. 
it is going in Hansard so that we have a copy so that we 
exchange it with other members. 


Mr Sutherland: You talked a little bit about a drop in 
market share quota, what it would result in, the number 
armers being lost and the number of dollars being lost. 
isaid you first highlighted the problem in 1986. Do you 
3 an estimate since 1986 of how many dairy farmers have 
ie out of business and how much money that has meant 
osses to the Ontario economy? 


Mr Core: Not specifically, because part of our frustra- 
i has been that the federal government’s studies on the 
it Ste Marie cross-border issue have never been re- 
sed. The numbers for other border crossings, as I say, 
minister has not released them. So we have not been 
2 to quantify specifically what the impact was, but I 
'e no reason to believe the numbers from BC, for in- 
ice, are not reflective of that province. I know the bor- 
crossings in the city of Sarnia, where I reside; my 
ther recently talked to the supervisor of customs there. 
> number of declarations at the border has just risen far 
re dramatically even than some of the numbers appear 
his document. 


The Vice-Chair: If the rest of the committee does not 
id, to get to the third party—Mr Stockwell is two more 
vn—but is it all right if I skip ahead so we get the 
wpoints from the third party also? 

Mr Stockwell: Thank you, Mr Chairman. You talked 
reat length and made a lot of emphasis about the ex- 
nge rate. You know I have always had a difficult time 
lerstanding or at least accepting the exchange rate argu- 
nt. You have a 15-cent break now. What do you want, 
cents? 

Mr Core: If you do not mind, Mr Chairman, | will ask 
Gould to respond to the question. Peter? 

Mr Gould: I guess we are trying to suggest that the 


hange rate should find a level that makes goods pro- 
ed in Canada competitive with its main trading partner. 


Mr Stockwell: What is that rate? That is what I am 
ing. 





Mr Gould: I would suspect something in the order of 
75 cents Canadian relative to the US dollar would be ade- 
quate. What we are doing through our various policies is 
inflating the value of the Canadian dollar which, all other 
things considered, makes goods produced in Canada un- 
compen with those in the United States. It is as simple 
as that. 


Mr Stockwell: But the argument is made that you 
have a 15-cent break now, and you are saying that to be 
competitive you need a 25-cent break? 


Mr Gould: It is not a break. Exchange rates take all 
the factors given in the economy irrespective of what they 
are, you know, health care, different tax structures, all 
those sorts of things. If you are going to produce steel or 
forest products or high technology products, this is the 
exchange rate that allows you to compete. If you allow that 
exchange rate to drift upwards for what I would argue are 
non-economic reasons or for artificial reasons, you are put- 
ting your economy out of line with that of your major 
trading partners. As we tried to illustrate in the presenta- 
tion, if you go back not too many years—and it is even 
true today, we still are competitive—if you have a positive 
trade balance you are competitive, but by losing that com- 
petitiveness your relative position deteriorates and that is 
the process we are in right now. 


Mr Jamison: You mentioned access a little earlier on 
and how under some GATT decisions made back in the 
1950s certain commodities—we became restricted in our 
ability to have even that so-called free trade situation de- 
veloped, especially for certain areas. I wonder if you could 
expand on that a little further for me so that the committee 
here would have an understanding of that particular concern. 


Mr Core: That reference was to a special waiver the 
United States achieved under the GATT rules which al- 
lowed it to practise certain protectionist policies. They are 
allowed to address that to the dairy industry, the sugar 
industry, I believe, as well as some very restrictive import 
restrictions in the US because GATT is all about opening 
up trade. The Americans said they were going to pull out 
of the system unless they achieved this waiver after sub- 
stantial lobbying within the US and they were given this 
temporary waiver which is still in place today. 

That is just an example of the kinds of things that have 
happened under GATT that we hoped this Uruguay round 
would sort out. We have been supportive of GATT discus- 
sions, of trying to get the same fair rules of trade for all the 
partners in GATT and do away with special exemptions. 
That is what the GATT negotiations are about. They are 
creating the rules of trade. We simply feel that article XI, 
for example, is that if a country does want to practise a 
domestically oriented policy towards particular agricul- 
tural commodities—and all countries have particular com- 
modities they want to do that with—then we should all 
play by the same rules. We feel with a rule like article XI, 
for example, it may evolve. 

Just as an example, you may not realize it but the total 
imports of products into the Canadian dairy industry, if 
you take our total marketplace, somewhat slightly over 3% 
of our total dairy consumption is imported product, be it 
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cheese, yoghurt, ice cream or whatever. The total imported 
product into the United States is below that and the total 
imported product into the EC is even less than the 
Americans’. 

So we are practising supply management, domestically 
oriented policy, but because we are obeying the rules, we 
are allowing more access to our market than other coun- 
tries which accuse us of being too protectionist. That is 
what really infuriates us. Canada is pointed at in dairy and 
supply management as being protectionist and something 
that has to be changed, whereas those other countries, the 
Europeans and the Americans, are even more protectionist 
than we are. We think if we all played by the same rules, 
all of us would be further ahead in a more stable dairy 
industry. 

The dairy industry around the world is a domestically 
oriented industry only if you take all the global trade and 
dairy products. The last figures I saw would indicate that 
between 7% and 9% of dairy products trade globally, 
which is a very small percentage of the total marketplace. 
Most dairy industries in most countries are domestically 
oriented because they are fresh products, they are perish- 
able and countries view dairy industries as being a funda- 
mental part of their food policies in most cases. 


Mrs Sullivan: I was very interested in your remarks 
earlier on subsidies. I wanted to ask another question 
which relates to some of the information that is being put 
before the committee from other groups in different indus- 
tries and sectors, and that relates to the role of the distribu- 
tor or the processor in the pricing of the product. You have 
alluded in your statement to the retail prices being quite 
different from the farm-gate price. I wonder if you would 
comment on what the difference in the add-ons through the 
processing and distribution would be in Ontario in com- 
parison to comparable areas in the States. 


Mr Core: In the National Dairy Task Force, which I 
am a member of, we try to quantify those. It was almost 
impossible to do it at the retail level. They did some studies at 
the processing level and found that the margins—I do not 
mean profit margins, I mean cost margins—the cost margins 
of Ontario processors were somewhat higher in the United 
States. They identified two main causes of that, one being 
the fact that plants in the US have rationalized to a large 
extent, and their through-put or utilization is significantly 
higher than that of Canadian plants because we are still 
going through some consolidation and rationalization of 
processing plants. The other factor is the size of the plants. 
Just the physical size of processing plants lends some effi- 
ciencies. The US market is 10 times bigger than ours and it 
is logical that they are just going to be bigger. 

So the indication was that there are some marginally 
higher costs on the processing margin, but they are ex- 
plainable. It is hard to quantify retail prices because retail 
prices, so much in some products, are loss leaders: 2% milk 
in Ontario is a loss leader and it fluctuates all the time de- 
pending on what the pricing practices of the retail stores are. 
As well, butter falls into that category quite frequently. So 
we do not have evidence of information on retail markups. 


The Vice-Chair: Mr Smith, I believe you war 
make a comment on Mr Jamison’s question. I sort o: 
off and went on to the next question. 


Mr Smith: Thank you, Mr Chairman. It was ji 
further clarification on waiver 22. This was given tc 
US to have it agree to join in the current round. It cov 
dairy products, cotton products, sugar products and ec 
oil products including peanuts, so it was a very widesp 
exemption from the GATT rules in that area. I just tho 
the committee should be aware of the magnitude of 
waiver 22. 
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The Vice-Chair: I want to thank you for appea 
before us. It was very informative. This is what we nee 
order to come to some conclusions to end this problen 
cross-border shopping. 


Mr Core: If there is anything further that pe 
would like to have information from us on, we encou 
you to call us and we would be happy to co-operate 1 
you. Thank you very much for this opportunity. 


ONTARIO BORDER COMMUNITIES TASK FORCE 
ON CROSS-BORDER SHOPPING 

The Vice-Chair: Welcome again to the standing c 
mittee on finance and economics. I am glad to see 
back again. You appeared before this committee on 
pre-budget consultation. It was very informative. Thi 
one of the areas that we feel is very important to Ont 
right now, cross-border shopping. I see by the fam: 
faces that everybody seems to be coming from the bo 
towns there. 

Would you please identify yourselves from the lef 
the right so we all know who you are. 


Mr Commisso: Tony Commisso. I am from St Cat 
rines, and I am representing the St Catharines chamber, 
Shop Ontario. 


Ms Logan: Gail Logan, general manager with 
Sault Ste Marie Chamber of Commerce. 


Mr McCartney: I am Gerry McCartney with 
Sarnia-Lambton Chamber of Commerce. 


Mr Jacques: I am Mark Jacques, the executive direc 
of the Windsor Chamber of Commerce. 


The Vice-Chair: Okay. If you could present yi 
brief here now to us. 


Ms Logan: Thank you. The Ontario Border Comn 
nities Task Force on Cross-Border Shopping is v 
pleased to meet with your committee regarding the co 
plex issue of cross-border shopping and its impact on 
government, business and residents of Ontario. 

The task force has representation from Cornwall, F 
Erie, Niagara Falls, Kingston, Port Colbome, St Catharin 
Sarnia, Sault Ste Marie, Thunder Bay, Welland and Windsc 

As you will recall, our task force presented a brief 
the finance committee at the end of January and provid 
background information on the issue and recommen 
tions for the provincial government to consider relative 
taxation policy. The recommendations are as follows: fl 
the Ontario government immediately reduce the provinc 
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on gasoline, based on a zoning formula; that the On- 
io government negotiate with the federal government to 
luce the federal tax on gasoline, based on a zoning for- 
la; that the Ontario government negotiate with the fed- 
1 government the implementation of a cost-effective 
tem to collect provincial sales tax on declared goods 
ering Ontario at border entry points. 

Our purpose in meeting with you today is to provide 
1 with an up-to-date situation analysis regarding the 
ts of this issue. We will also provide information on 
ygrams and activities currently being implemented in 
rder communities throughout the province as well as 
ommendations for action. A number of representatives 
m our task force are in attendance today, and we are very 
yer to share our thoughts and concerns with you. We 
uld also be happy to explain in greater detail specific 
ygrams that are under way in each of our communities. 

Regarding the facts, the traffic count of same-day visits 
and from Ontario has gone from a net inflow in the 
ond quarter of 1987 of 1.4 million people to a net out- 
w of 1.5 million people in the second quarter of 1990. 
e number of people making same-day trips to the 
ited States from Ontario continued to increase by 30% 
1990, and it is anticipated that 1991 will show the same 
an even greater increase. 

Estimates of lost retail sales for 1991 in Ontario are 
sected to be in excess of $1 billion, which represents an 
sroximate loss of $80 million in sales tax revenue to the 
wince. An economic impact model used by Ernst & 
ung in their study of the economic impact of cross-border 
ypping on the city of Sault Ste Marie determined that for 
sry $1 million in expenditure leakage to the United 
ites from Sault Ste Marie, Ontario, 7.2 jobs are lost in the 
nmunity. This results in lost income taxes, lost municipal 
es, and increased burden on municipally, provincially 
1 federally sponsored social programs. 

Ontario consumers are making significant purchases in 
United States of gasoline, groceries, liquor, beer and 
arettes, along with the big ticket items such as automo- 
es and boats, building supplies, clothing, linens—the list 
2s on. 

Ontario border communities are showing severe signs 
depression as retail and service sector businesses are 
ising at an alarming rate. There has also been a sharp 
cline in US tourists visiting Ontario during the past two 
ars. Many reasons have been cited; however, the most 
quent reason given is the high cost of gasoline, meals 
J beverages, all items which are subject to considerable 
ies. 

Ontario businesses are currently on an 8% price disad- 
tage with their US counterparts as provincial sales 
es are not collected on goods entering Canada at border 
issing points. Retail pricing differences on gasoline in 
rder cities throughout Ontario appear to vary only by 
eral pennies per litre; however, the difference in price 
ween Ontario and the US is approximately 17 cents per 
e, the majority of which is provincial and federal taxes. 
tder communities in Ontario have lost gasoline sales in 
sess of 295 million litres annually and as a result the 








province of Ontario has lost almost $34 million in tax 
revenue. 

It is estimated that the province of Ontario will lose in 
excess of $114 million in tax revenue for 1991 as a direct 
result of cross-border shopping, a problem which will con- 
tinue to increase unless government immediately addresses 
this issue. Mayors of Ontario border communities met re- 
cently to discuss this issue and have formed a task force to 
address the problem. 


Regarding situation analysis, the following information 
has been provided by the communities of Kingston, the 
Niagara region, Sarnia and Sault Ste Marie. You will also 
find, attached to the brief, information from Windsor, 
which Mr Jacques from Windsor will present. 

For Kingston, available evidence is largely anecdotal to 
date. However, there have been well-publicized stories of 
long lineups of cars full of Canadian shoppers at the 
Lansdown border crossing returning from the Salmon Run 
Mall in Watertown, New York. As well, a large percentage 
of Canadian cars has been observed in the parking lot at 
this US mall. The recession and international competition 
have had a negative impact on local retail sales, causing a 
number of store closures. 

What is Kingston doing and what are the results? The 
Kingston District Chamber of Commerce, with the assis- 
tance and support of the downtown Kingston business im- 
provement area, the Kingston Area Economic 
Development Commission and area businesses, has en- 
gaged the national consulting firm of Emst & Young to 
conduct a study to assess the impact of cross-border shop- 
ping on the local economy. The study will be completed at 
the end of April and an action plan that will consist of 
program and policy initiatives will follow. 

Kingston is recommending the following: 

Awareness campaigns calling for consumer patriotism 
are an inappropriate measure that only serve to publicize 
the perception that all things are cheaper in the United 
States. Canadian consumers deserve competitive prices. 
We must learn if indeed prices are lower in the US, or on 
what types of goods prices are lower. Then we must learn 
why, get competitive and change things. We must deliver 
lower prices or lose our retail industry. 

At this point I would like to turn it over to the various 
individuals who are represented here today and ask them 
to comment on each of their areas. 


Mr Commisso: Mr Chairman, members of the com- 
mittee, I would like to thank you for this opportunity to 
make our presentation this morning. Once again, I would 
like to restate the estimates of over $1 billion in purchases 
by Canadian consumers across the border in the US. Niagara 
region’s share of this we estimate to be about $150 million. 
It appears there has been about a 20% increase over the 
previous year. The statistics on same-day visits to US from 
Ontario since 1986 have increased: 1986-87 by 12%; 
1987-88 by 22%; 1988-89 by 27%; and 1989-90 by 26%. 
The alarming part of this whole thing is that there is a 
steady increase. There is absolutely no sign of reduction in 
this phenomenon, and unless something is done about it, 
we feel these figures will continue to increase. 
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The impact of this on local retailers has been quite 
staggering. The tax structure at all levels is very much 
higher in Ontario than in the United States. This creates 
increased costs for retailers to their consumers and lessens 
their competitiveness. Introduction of market value assess- 
ment will only escalate this problem, as the retail sector 
will be hardest hit by increases in real estate taxes. Taxes 
on beer, alcohol and cigarettes in Ontario have had an 
effect of doubling the costs of these products to Ontario 
consumers. 

Many people in border communities are buying these 
products in the US and importing them without paying 
duties and taxes. In cases where taxes are paid, only fed- 
eral taxes are collected at the border. Gas taxes in Ontario 
are double those in the US; consequently, many motorists 
fill up their tanks in the US at a much lower cost. 

Supply management of many agricultural products also 
adds to costs of products in Canada; for example, eggs, 
which carry a marketing board fee of 17 cents a dozen. 
Also poultry, where quotas are set at much lower levels 
than we can consume in Ontario, thereby forcing us to 
import poultry from Manitoba and Quebec, not allowing 
us to take advantage of economies of mass production. 
Dairy products are also controlled by dairy boards. I do not 
want to go too deeply into that because the Ontario Milk 
Marketing Board was here just before me and I am sure 
they have explained the dilemma of US subsidies and 
other factors that impact on the cost of milk in Ontario. 

Much of the media coverage of cross-border shopping 
is based on sensationalism, not fact. Many items have been 
compared by various retailers, and although some items 
are cheaper in the US, there are a similar number of goods 
that are cheaper in Canada. Several grocery surveys showed a 
similar number of products being lower in Ontario than in the 
US. An average shopping basket of grocery and drug prod- 
ucts showed total costs as being lower in Ontario. 

Recent television coverage showed people purchasing 
video games in the US, and claimed that they were half the 
price of those in Canada. There have been many reports to 
the contrary. In recent promotions, many Canadian retailers 
have been selling these same video games lower than they 
are in the US. 

Good marketing practices by businesses in the US 
have helped to draw Canadians across the border to buy 
their products. Ontario border communities have been 
flooded with advertising of all kinds. There have been no 
co-ordinated efforts on the Canadian side to increase the 
number of Americans who shop in Ontario, or try to 
counter some of the American advertising to keep Canadians 
at home. 

My recommendations are as follows: 

First, a comprehensive study is required. The first thing 
that should be done about this problem is to gather all the 
necessary information in order to make proper government 
policy and marketing decisions. All major product catego- 
ries should be compared and the cost structures analysed. 
Also, what are the reasons that people shop in the US? If 
we can gather this information we can start to address the 
problem on a more comprehensive manner. 


The second recommendation is that a retail supy 
mechanism is required. The retail sector in Canada has 
formal support mechanism as do the tourism industry ; 
the manufacturing industry. New York state has a busin 
development office that works with the retail industry 
develop this economic sector. Such a mechanism should 
structured in Ontario to co-ordinate the efforts of governm 
and business in dealing with international trade issues. 

My third recommendation: a reduction in the gasol 
taxes at border cities is required. 

Fourth, Canada Customs must increase their workforce 
ensure adequate inspection of vehicles returning to Canada 

Fifth, provincial sales taxes must be collected on go 
entering Canada at all Ontario border country points. 

Sixth, government should develop a subtle awaren 
program to inform consumers about the reasons for diff 
ences in price between Canada and United States and 
distribution of taxes that are applied; eg health benef 
workers’ compensation and unemployment insurance. 

I would just like to outline a few things that we he 
been working on in our community. We have been tryi 
to gather together all the retail organizations in the Niag; 
region to put on a co-ordinated marketing effort to coun 
the US advertising that is inundating our area every wer 
We have a lot of good plans, although it takes time 
develop them without the assistance of the various age 
cies which I have recommended be put in place to he 
co-ordinate all these actions. So I guess in order for ¢ 
community to continue to fight this struggle we need t 
support of the government agencies to assist us in any W 
possible. 

I would like to turn this over to Sarnia to give th 
portion. 


Mr McCartney: Mr Chairman, ladies and gentleme 
again thank you for allowing us this opportunity today 
am not going to give you a bunch of statistics. I am su 
you have had a million of them already. What I would li 
to try and convince you of is the problem that we ha 
because we are on the front line. It hurts and it hurts a k 
We are losing jobs. You can read the numbers. We have 
really odd traffic-flow situation where we were up 30% 
one time and now we are down 35%. That represents 
multimillion transfer of bodies going out of the count 
instead of coming in and you know what the impact 
economically. 

We think—and please correct me if we are wrong- 
that the governments, both federal and provincial, obv 
ously are having a difficult time with this because it is m 
an easy problem to address and it is very complex. Th 
shopping buggy comparison thing that we see in evel 
newspaper in the country is so easy it is almost elementar 
but it does not serve, it does not really get to the root of th 
problem. 


1120 

What I would suggest to you and what I would hope yo 
would listen to today is that the problem in border commt 
nities is not unique to border communities. The simp) 
math that I know tells me that 80% of us, of Canadian: 
live on or near the border of the United States of Americé 
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ronto—I think your own papers delivered some infor- 
ation a couple of weeks ago that indicates that the city of 
ronto itself lost $240 million in retail sales to Buffalo. 
yw, unless the Niagara Escarpment had a sudden shift in 
> last couple of weeks, Toronto, as I remember, was not 
_a border. That is the most vivid example I can give you. 
hurts all of us, so please try not to look at us as if we are 
isolation, as if it is only going to be a problem for 
indsor, Sault Ste Marie, etc. 

Currently, the bigger part of the problem in my view— 

d I am saying this only because I am in front of you 
Jay; if I were in front of a federal commission, I would 
ame the provincial government—but we think the larger 
oblem is the feds, quite frankly. The collection at border 
ssings is under their jurisdiction and we understand 
at. As we sit here and remind you that you are losing 
ur 8% PST by not collecting it, clearly the feds are 
sing their 7% GST plus the various duties by not collect- 
3 at the border crossings. 
So we have this huge problem and you are the losers 
ng with us. I think the point that we could make most 
iphatically is that we are all in this together. It is not the 
ailers, it is not the chambers of commerce or the may- 
s, it is you and I and the province of Ontario that are 
sing this money in big gobs, and it hurts. 

We have had examples, and, yes, we have a number of 

itiatives in our community and we think we have a re- 
onsibility, as do the mayors, as do the federal govern- 
ent and yourselves, to put programs on the table that 
ucate and make people aware. But it is this euphoria that 
growing by leaps and bounds every day that suggests to 
2 average consumer—and you had some marketing 
ard people in front of you a moment ago. A year ago, the 
oblem was only gas and eggs and milk and chicken and 
iry products and so forth; and by and large that was true, 
d every once in a while, there would be an incidental 
tchase of a pair of shoes, a T-shirt or an appliance. It is 
it like that today. 
I can tell you, and I invite any of you to come down to 
t border crossing and look at the enormous quantity of 
ods that come back that are far beyond those parameters 
w. In fact, the whole field has opened up and the com- 
on perception is that if those things are cheaper and I can 
y my booze and cigarettes and gas etc, it must be that 
erything is cheaper over there. You heard about some 
3s leader advertising that the Americans are very good at. 
Ir consumers, with no disrespect, are a little bit naive in 
at regard, and they assume that if milk is 99 cents in Port 
iron or Sault Ste Marie or Windsor, because of their loss 
ider approach, it must be that way every day of the 
-ek. In fact it is not, and we all know that. 

Where we need your help is (a) to understand what the 
dblem is and (b) to recognize that it is your problem too 
d that we are losing millions and millions of dollars in 
ur tax revenues. I am afraid the situation is going to get 
mse before it gets better. If you have studied the American 
arketplace and know who the big kings are as far as 
ail is concerned, I can tell you without exception that 
t one border community in Ontario will not have a Wal- 
art in it within the next year. Wal-Mart is the king. They 





knocked off Sears, they knocked off K mart and they are 
going to knock us off too. 

Have any of you—and I know probably few of you 
have ever tripped to the United States for your vacation— 
noticed the propensity for growth in the area of factory 
outlet malls? You know what they are. It is big business. I 
will also guarantee you that there will not be one border 
community in this room or any other in Ontario that will 
not have a significant factory outlet mall across the border. 

If you want to talk countervail and dumping, I have 
been told by the vice-president of the second-largest retail 
firm in the United States that they now, in their marketing 
plans, through their buying offices, are targeting border 
communities. God bless these guys. They are really good 
merchants, you know. They are targeting the border com- 
munities for dumping all their second-class, lower-end, 
scratch-and-dent type goods because those dumb Canadi- 
ans are going to come over and buy them in spades every 
day. That hurts, that really hurts. But you are hurting too. 

I would ask for some help. We will do our part. I think 
we can educate our retailers, I think we will try to educate 
the consumers and Lord knows we are all trying to educate 
our mayors. If we can do that effectively, then you need to 
help us in some regard as well, because it is partly your 
responsibility. I will remind Mr Kwinter, whom I had as a 
guest for lunch a year and a half ago, that the very restau- 
rant we dined in, which was on the border, which we are 
very close to, is no longer there. Five gas stations that were 
in Our community a week and one half ago are not there, 
and two tire companies, very significant, large ones which 
used to do a lot of international business, are not there. 

One of the things, if I could ask you to transfer this 
message to the Minister of the Environment, is it would be 
so much easier for the tire companies in Ontario to swallow 
the $5 in-out tax on used and new tires if they could say to 
the consumer, “I know it hurts, and I know you’ve got this 
price to pay, but look at the effect it is having on our 
environment, look at the positive things that are happening 
as a result of this tire tax.” But they cannot say that and we 
all know it. 

So if we are going to have these taxes that are unusual 
and extraordinary, let us for God’s sake please do some- 
thing with them so that they are creatively and construc- 
tively handled and we can then say to our consumer, “At 
least you’re getting this benefit out of it.” Right now they 
say, “Where’s the benefit?” Accordingly, the people who 
want to buy tires, which is a multibillion-dollar industry in 
this country are going guess where? Thank you very much 
for your attention. 

Mr Jacques: I am going to describe the Windsor situ- 
ation, which probably is a unique community because of 
the size of the border community which it borders on, but I 
am not going to describe also my presentation. Unfortu- 
nately, it did not get included in the rest, due to some time 
constraints, and I am not going to read it. What we have 
developed, and I think has developed in every community, 
is more than a one-stage strategy in terms of lobbying for 
government support. We have also always taken the initia- 
tive that there are some things that businesses have to do, 
that our communities have to get involved in, and each one 
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of us here today, and all the other border communities 
which we represent, I would suggest, have taken an initia- 
tive, are working very diligently within their communities. 
In fact, I know that you have a piece that was just passed 
around here. That is the type of thing that is happening in 
every community across the country—at least across the 
province—some more advanced than others. 

What I do want to stress is that it is not just a border 
region problem, that it is not a business problem, that it is 
all our problem. We have described for you—the last page of 
my presentation talks about focus of government contacts— 
the need to create a more level playing field. We are going 
to have to do some things as chambers to help our busi- 
nesses become better marketers or to find their product at a 
reduced price so that they can merchandise it properly. 

But generally, we have not distinguished our approach 
to you from that which we are making to any other group 
which has a vested interest in this. What we are saying 
specifically is that there are some issues that are related to 
the federal government, there are issues that are related— 
and some of these things are described here—to the pro- 
vincial government, they are related to municipalities, they 
are also related to businesses as a whole. There are some, I 
might add, that have to be addressed at the consumer level. 

One of the things that I have to do, and we were talking 
about it briefly before the meeting here, is get across the 
understanding that it is more than the economic impact 
directly related to retail sales, job losses, the tax collection 
and associated duties. What it affects is deeper than that. It 
is things like our charitable organizations because there are 
Organizations that give significant contributions from a 
corporate level, their employees do. If we have job losses 
there, we have also a significant reduction in those charitable 
contributions that go to communities, that help communities 
thrive and support the mechanisms that are provided to them 
by the provincial, federal and municipal governments. 

Things like amateur sport sponsorships within commu- 
nities—if you do an estimate, and I think one of the com- 
munities here did a quick survey of people around the 
retail task force committee. What was that Gerry? 


Mr McCartney: It was $475,000. 
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Mr Jacques: It was $475,000 that just their group had 
contributed to amateur sport sponsorships within the com- 
munity. When those go down the drain, the burden comes 
back somewhere. Somebody has to fund it or we lose 
those services. If I could add anything, because I really do 
not want to read the reports—you can do that yourself— 
the statistics are staggering. What we have to do is recog- 
nize that it is a national, provincial and municipal—and it 
goes down to the individual level—concern. Anything that 
we can provide you with to help you in your assessment 
and developing plans to address it, I would be most 
pleased to share with you. 

The Vice-Chair: Thank you. We have got just until 12 
o’clock. When the bells ring we will be leaving. It is a 
point that we have all got to vote in the House. So if you 
see us all taking off when the bells ring, that is the end of 
the question period. 


I appreciate your comments. I had brought that up ¢ 
lier, that a lot of people do not realize the charitable w 
that goes on. It could be, say, Tim Horton’s baseball te: 
etc. The handout that just came around is something Ij 
put together. “To Shop Ontario” does not come on 
editorial page with the letters to the editor. 

But the one thing I have seen now is that people in 
Niagara area are taking a look at the problem that it 
creating with stores closing. The store down the street t 
someone was used to shopping at is no longer there. TI 
either have to drive a little bit farther or they just do1 
have the selection any longer. Representing a rural a 
like Lincoln, I can see if the small hardware store in | 
country closes up, then somebody has got to drive to toy 
If they do not have the selection there, they have to go 
another store. It is very important. The business comn 
nity is part of the community and we cannot lose any p 
of that particular community. 

Okay, I am the Chairman. I am not supposed to 
making all these comments and we have got quite a f 
questions here. Mr Ward. 


Mr B. Ward: Just one question each again, | 
Chairman? 


The Vice-Chair: Yes, one question each and ther 
will put your name back on the list if— 


Mr B. Ward: If we have time. 
The Vice-Chair: —if we have time, yes. 


Mr B. Ward: The one I would like you to expand c 
and I really do not think it has been looked at in gre 
detail that I can find yet, is the concept of an easing of t 
gasoline tax and a phased system or a zoned system. Wt 
I cannot rationalize in my mind is how do you justi 
lower gas tax and where do you draw the line. Have y 
given some thought as a group on how these lines shou 
be drawn, how these zones should be formulated? As | 
example of my concern for this system—and perhaps yt 
could even elaborate on this as well—if you take Brantfo 
as a zone that would have less gasoline tax, Burford is ju 
outside Brantford. Would they be included, and if they a1 
what about Cathcart, which is just beyond? And if they a 
not, how do you justify to the people in Burford that gas 
line is cheaper in Brantford than it is in Burford, which 
just outside the community? 


Mr McCartney: The short answer is you do n¢ 
These lines are very arbitrary no matter who selects ther 
and no one is going to be 100% correct. Follow the theo 
though, if you will, that regardless of the incremer 
whether it is 10 kilometres, 20 kilometres, that really 
irrelevant; the point is that if one goes from zone S5—ar 
let’s say, for argument’s sake, there were five zones cr 
ated, each one with a 1-cent difference—is it going to | 
that much of a problem for the individual who lives, say, 
a fictitious zone 6, is he or she going to make the trip | 
zone 5 for 1 cent a litre? Will 5 go to 4 for 1 cent per litre’ 


Mr B. Ward: Is that what you are suggesting, that th 
zones be 1 cent? 


Mr McCartney: Exactly. Now in a perfect worl 
what we would like to see is 1 cent per litre from the fed 
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ent per litre from the province. If you had 5 cents that 
. federal government was forgiving in the border com- 
inities, and 5 cents that the provincial government was 
giving, you end up with a dime per litre. A dime per 
e is fairly significant. I can tell you that most people in 
; community, and I think it would be true in most, if you 
yk 10 cents a litre off their cost—and that is at the heart 
the border; it is only 9 cents at 40 kilometres out and 8 
nts and so forth—you would probably prevent about 
% of the people who use gas as the trigger mechanism 
- going across the border from going over there because 
turns Out to be about a buck and a half a tank savings at 
sterday’s prices. No, it went down two. At last week’s 
ices you would save a buck and a half. Big deal. I tell 
u, I will not sit on that bridge or anybody’s bridge for a 
ck and a half. To save that is not worth my time, and I 
not think it is worth most people’s time. 

So you follow the theory? And no line is going to be 
rrect. 

Mr B. Ward: Yes, I understand the theory. So you are 
ggesting 40 kilometres, is that what you said? 

Ms Logan: In our last recommendation, if you recall, 
> looked at 10-kilometre increments and I believe the 
commendation was for a 50-kilometre maximum. We 
sre looking at a 2-cent graduated reduction. 

Mr B. Ward: A penny from the province and a penny 
ym the feds. 


Ms Logan: Matching contributions. 


Mr Kwinter: Mr Chairman, can I ask your indul- 
nce to get a clarification? 


The Vice-Chair: Supplementary. 


Mr Kwinter: No, not a sup; I just want to get a clari- 
ation, but I do not want to consider it as my question. 


The Vice-Chair: Is this your first question, to me? 
ext. Sorry, Mr Kwinter. 


Mr Kwinter: There is something here that puzzles 
e, and it is totally contrary to what you are talking about 
id what you are trying to do. On page 12 it says that, 
Sault Ste Marie, Michigan residents who traditionally 
ve lived in friendly harmony with their Ontario counter- 
its are currently expressing strong anti-Canadian senti- 
ent as a result of the increased shopping in their 
ymmunity,” which I just cannot understand. Your whole 
gument is you want people to shop in your community, 
yu want to get Americans shopping here. Why are they 
ihappy because we are going there? You would think 
ey would be ecstatic. 


Mr McCartney: That depends, I would think, whom 
bu ask. I would suggest that if you asked American retail- 
's, they are ecstatic. The other consumers—you See, with 
iccess comes problems—volume, parking, all those good 
ings. I will take that problem any day of the week, 
ankly, but they are experiencing problems in the smaller 
ymmunities. Pine Grove Street in Port Huron used to be a 
liet, sleepy little street that sort of went nowhere. It was 
1e way to go downtown and another way to follow the 
ke. It now has 37 gas stations in about six blocks and 
2% of their volume comes from good old Canada. It 
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becomes Gasoline Alley. Socially, the people of those 
communities are experiencing these things that come 
along with success, and to that, I say, “Gee, that’s too bad.” 


Mr Kwinter: Okay, now, if I can ask my real question. 
The Vice-Chair: Okay, we will allow this one. 


Mr Kwinter: I would like to hear from any of the 
members as to just how much in-depth analysis has been 
done about this issue of gasoline. I have a feeling that 
gasoline is a problem, a highly visible problem, because 
everybody can identify it. As I have said before, I know 
that at times when I was the Minister of Consumer and 
Commercial Relations people would drive five miles to 
save a penny, because that is the way they are. But gener- 
ally speaking, and I would like to get your comment, I 
would submit that if gas prices were equal and everything 
else was not equal, you would have the same problem. 

If you take a look at the recommendations that came 
out of Kingston, on page 6, I think that is the problem: 
“We must learn if indeed prices are lower in the US, or on 
what types of goods are prices lower. Then we must learn 
why, get competitive and change things. We must deliver 
lower prices or lose our retail industry.” I submit to you that 
other than the problem of your absolute border communi- 
ties—and Gerry, I am talking about the core of Windsor— 
yes, it may make sense to go across the border. 

The people from Oakville, Burlington and Hamilton 
are not going to drive across the border to save money on 
gas, but we have seen statistics to show that people are 
going from Thunder Bay. Surely it is not gasoline that is 
attracting them from Thunder Bay. It is 200 miles from the 
border, so there are no benefits other than the very short 
term of that one tank that you are going to get. There is no 
one crazy enough to drive 200 miles to save some money 
on gasoline, and yet it is a problem. I understand it is a 
problem, but I am a little disturbed that the main emphasis 
seems to be on gasoline, that if we can only deal with the 
gasoline problem we have gone a long way to solving our 
problem. I think the problem is a lot deeper than that, a lot 
broader than that. 

1140 

Mr Jacques: If I might respond, the concern in Thunder 
Bay is a little bit different than those communities where it 
is a very short trip. There are more one-day trips, where 
you go and make the major purchase of gasoline, where 
you save significantly, and then make the other associated 
retail purchases. What we are expressing, though, is still 
consistent with what Kingston is saying: that we have to 
find the prices that are different and then make some 
changes. What we are suggesting is that is one of those 
prices that makes it so different, makes us uncompetitive 
on that one issue alone, and then people start to assume. 

One of the campaigns we are suggesting is that people 
have to start thinking twice about what they are doing. 
They do not always compare prices properly. If they look 
at the gasoline difference and then they assume that they 
have saved $8 or $10 a tank on their gas, they will say: “I 
have a net savings now. I’ll just do a few more things 
while I am over here.” Because in many cases—and the 
union president stated this in the media the other day— 
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they wave through consistently at least 60% of the cars 
that go through with goods. There is the net saving. That is 
when you start resulting in some saving. The gasoline is 
the trigger. 

One of the communities I know along our borders has 
done a study. A couple of them also have found out that 
gasoline was the number one trigger mechanism for people 
going across the border; and that is why we are so adamant 
on this one thing. It does create a significant savings factor. 
Nobody is going to deny that. When you are in Windsor, 
when you are in Sarnia and you only have to drive 10 or 
15 minutes at the most to save yourself $10, $12, $15, 
whatever it is on a tank of gas, you may make that trip 
because you are going to do the rest of your shopping 
somewhere in the States, assuming that you think every- 
thing else is cheaper on the other side. So if we can get 
them not to make the initial step to cross the border, then 
perhaps they will investigate other opportunities locally in 
their retail bargains. 


Mr Sutherland: When I look through the report, I see 
what Kingston says, that it is solely prices. Then I look and 
see what came out of the study in Niagara Falls, which 
says a basket of groceries—not milk, but a basket of gro- 
ceries—actually was cheaper here. Then I look and see 
what Sault Ste Marie has done with a specialized advertis- 
ing campaign that indicates that it had some success in 
terms of— 


Ms Logan: Very moderate success, very limited success. 


Mr Sutherland: Limited success at its Christmas 
sales. It leads me to wonder, though. Then the real ques- 
tion is: We are not always getting the message out to the 
people that in many ways it is not cheaper to go across the 
border for everything. In areas where we can help the situ- 
ation, we need to be doing a little more in terms of adver- 
tising and promotion. 

None of you is from Kingston, but it is interesting, the 
thing about the prices. What do you do when you look at 
agricultural products? Quite frankly, South Carolina, in the 
southern states, has a warmer climate. They do not have 
the energy and heating costs. How are you ever going to 
balance out those costs? 


Mr McCartney: You are not. There are some real 
simple mathematics at work here. We have this climate 
problem, we know that. The old studies that were done by 
the former government indicated that the main commodi- 
ties that were being declared—that is the operative word, 
“declared’”—coming across the borders, were all things 
that had that common denominator, such as marketing 
boards. Whether it was the milk, the cheese, the chicken, 
the eggs, the beer, the cigarettes, etc, they all had a board 
attached to them. 

I do not think we are going to solve those things. I 
think we understand who we are as a country. The very 
simplest mathematical equation that we all need to under- 
Stand is they have got 300 million people, we have got 27 
million people, who the heck is going to manufacture 
goods cheaper? Of course, they are. 


Mr Sutherland: So what you are saying then is we 
really have to be willing to pay the price to be Canadians? 


Mr McCartney: You are going to have to pay it 
some degree, but I do not suggest that we are ever going 
get a level playing field. I mean, here we sit, and we 
this every day of our lives, on the border of the larg 
economic jurisdiction in the world, and we think we 
going to be even and competitive with them? That is. 
realistic, but there are ways that we can be a little be! 
than we are. But everybody has got to play the game 
cannot be just the retailer, just the consumer, just | 
chambers of commerce; it needs to be you too, as well 
the federal government, if we are going to give ourselve 
chance, Otherwise the little holes in the sieve are gett 
larger and larger. What will you do—I challenge you 
this question—to recoup the $80 million from your | 
revenue that you did not collect? 

The argument about the gas thing is really moot, | 
cause you have not got it to start with, and we forget th 
You have not got it; it is over there. Now, how can ° 
work together to get it back, or get some of it back? But 
create a level playing field in a perfect world so that we. 
competitive with them, nose to nose, item for item, 
never going to happen. 


Mr Phillips: I appreciate the thoughtful presentatic 
The earlier presentation I thought had a really good line 
it from the marketing board people. It was talking abc 
cross-border shopping and said: “It is the current issue, 
is the most obvious manifestation of some very fundamen 
problems in the country.” 

I guess the best analogy I can draw for us all is tha 
think we are into a major, major battle, and you people a 
kind of fighting the first of the skirmishes, kind of hand-t 
hand combat almost, and you have got relatively little 
fight with right now. But the battle that I think we see 
the border cities is going to spread up through the rest 
the country. So I appreciate you are taking some vei 
heavy casualties, frankly, in the border cities. I think v 
are seeing those same casualties elsewhere, but it is mo 
obvious there. I think you have outlined some requests f 
some more ammunition to fight, and some of them I thir 
will be helpful over the short term. I suspect that the mi 
marketing board was right when they said we were dealir 
with some very fundamental issues. 

Having said all that, I still accept that all of us have 
responsibility to help, particularly our border communiti 
that, as I say, are fighting I think the first and the mo 
devastating battles. I think among many recommendatior 
here, particularly the comprehensive study is one that 
think will be very useful, because we are all kind of gropir 
for the facts. That is really an observation. 

My question, if I get only one question, is: There is n 
mention in here or in any of the briefs, I think in terms ¢ 
Sunday shopping. Is that a tool—and I think many of thes 
tools, as I say, are rather kind of short-term things to mini 
mize the damage while we try and deal with the long-tert 
problems—is Sunday shopping of any merit to any of you 
communities? 


Mr McCartney: Yes. I think most emphatically. I wil 
not do as we have been doing in our communities for th 
last two weeks, debating this subject with all the loca 
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liticians and so forth. It is really not a debatable item. 
ie fact is that we had it. I will tell you, and I can speak 
- three of us anyway from the chambers of commerce, 
it we have a position in the provincial chamber that says 
: oppose Sunday shopping. You know that, because we 
ve met with your various committees, etc. That was 
sn. That was in 1989— 

Interjections: This is now. 

Mr Phillips: I have heard this one before. 


Mr McCartney: But is it not different when you are 
power? 

The things that have changed I think we all understand. 

that point there was no free trade. We did not have a 
session. Cross-border shopping was an everyday event 
it has been going on since the 1940s, but it was not this 
phoric cross-border shopping that we have now. Interest 
es were lower, and on and on; so things were different. 
iat was then and this is now. 
_And of course, experience makes you a great learner. 
ice you have had Sunday shopping, which we have had 
ice June 1990, your experience changes, and suddenly 
those people—I say all; a great majority of those people— 
10 now enjoyed Sunday shopping said: “Hey, you know, 
s not so bad. I objected to it in the first instance, but it’s 
t so bad. Actually, we made some money.” 
Now, is the argument for Sunday shopping attached to 
yss-border? Yes. And it is not the sole reason. I mean, 
yone who would suggest to you that Sunday shopping is 
w the major reason why people are going to go to the 
rited States is crazy, but it is just another one of those 
tle bullets to put in their gun, and I think it gives them 
> seventh bullet. 
Mr Phillips: On Sunday shopping, just in terms of 
1ere we should be thinking, the cross-border community 
for Sunday shopping? 

Mr McCartney: The question is, where should the 
ivernment be thinking? 

Mr Phillips: Yes. Well, we are not the government, 
t the Legislature. 

Mr McCartney: I think the government should consult, 
mber one. I think you need to talk to the border commu- 
‘ies, as you are doing in these kinds of experiences, etc. 


Mr Stockwell: We will consult, I will guarantee you 
at. 


Mr McCartney: That is good. We have been recom- 
ending that a lot lately, to find out what the impacts are. | 
iow the mayors were here and the mayors met, and was 
10 out of 13 of them suggested that we should have 
inday shopping? Well, that is nice. Let’s talk to the bor- 
r communities. Let’s find out what they really need and 
1ether it is going to impact them or not. 

At the very least, if it is all we can get—and I do not 
tee with this morally because you get into your problem 
th where do you draw the line—border communities 
ould have some kind of an exemption, and it need not be 
at stringent, because they are the ones paying the price. 

You suggested we are on the front line, sort of like 
ose Kuwaiti guys that went down from Iraq. You are 





right. They did not have a lot of tools to work with, and 
that is what we are feeling like. You are taking another tool 
away from us, and it hurts. It is just going to add to the 
problem. So maybe we need to make a unique exception in 
this regard and look at border communities in this instance 
as an isolated situation and give them a tool to play with. 
1150 


Ms Logan: Just to add to that, if I might, Sault Ste 
Marie has had Sunday shopping for some two and a half 
years now, and I can assure you if that is taken away from 
our residents—we are already suffering tremendously as a 
result of cross-border shopping—it will just exacerbate the 
problem. 

As an example, on Good Friday—and I am not sug- 
gesting that stores should be open on Good Friday—the 
American side was open. The lineups on the bridge were 
unbelievable. There was a restaurant open in one of our 
malls and that was the only facility that was open, and the 
restaurateur was standing at the window almost crying be- 
cause she can see the bridge from where she is, and the 
steady stream of traffic going across. 


Mr Jacques: Can I just add one more quick response? 
Gerry mentioned consultation with the communities. I 
think it takes some leadership, more than the consultative 
process, because we are aware of the concerns. As he men- 
tioned, it is the last bullet. I think it is going to have to take 
some hard-line stand and to show the leadership that is 
required within this province and suggest that this is what 
has to happen in order for us, this province and this coun- 
try, to survive. It needs some strong leadership shown, and 
give the benefits straight out. 


Mr McCartney: We have a proposal, actually, and 
one of the things—I will leave you with this curiosity. I 
have never understood why this government or others be- 
fore it have always looked at the retail sector as this great 
sacred cow. Why is it so bad, the retail sector? I mean, is it 
any worse to buy a shirt in the local Zellers or K-Mart 
store than it is to have a beer in McGuinness Landing, 
which is open on Sunday, or to go to the Blue Jay game or 
to ride a cab or to go to the theatre? All these things are 
open on Sunday, and yet the gun comes around to the retail 
sector and says: “Well, but listen, Ontario. You can do all 
those things, but don’t you dare buy a pair of socks or a 
pair of pantyhose.” Why is that unique? I never understood 
that and I still do not know if I am going to get a good 
explanation or not. 


Mr Stockwell: I think the biggest problem facing us is 
going to be cross-border shopping. The waters run deep on 
this issue, and I do not think there is a simple answer, 
frankly. I do not think there is a very clear, concise piece of 
legislation that the government could pass and poof, our 
problems will go away. 

I also think that to a degree you are a problem as well. 
People who come forward and tell us that, “Gee, it’s gas 
that’s the big hook,” and so on and so forth, and, “Let’s 
mount a campaign to tell people that it’s not cheaper to 
shop in the States.” I have not seen a study yet that does 
not tell you it is cheaper to shop in the States, whether you 
are buying a turkey or whether you are buying gas or 
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whether you are buying a ham, etc. In fact, the studies we 
have seen here have all indicated it is cheaper to shop in 
the States, case closed. 

The biggest dilemma I think we are facing is, before 
you can solve a problem, you better deal with it, and the 
problem is it is cheaper. 

Maybe it is more a comment than a question, but I 
would love to see those studies as well, and I think what 
we need to do is undertake a full-blown study; but what I 
believe your study is going to say is, “Your consumers 
aren’t stupid.” The people I have talked to are not stupid. 
They are not driving from Toronto to Buffalo to save a 
couple of cents on gas. They are driving there because 
prices are significantly different on major purchases. 

I guess what I would like some response to, maybe at a 
later date and when you have done this study, is, what are 
the fundamental changes that we have to make to get com- 
petitive again, because we are not competitive. I think as 
long as we bury our head in the sand and pretend that we 
are competitive and tell ourselves every night before we go 
to bed it is gasoline or it is cigarettes or it is alcohol, we 
are never going to become competitive. That is the greatest 
fear I have, that we continue— 


Mr Fletcher: Is this a question? 


Mr Stockwell: No, it is not. It is not a question. It is a 
comment and may come to a question. 

The biggest fear I have is that we are going to continue 
burying our heads in the sand and having people, particu- 
larly on the other side, saying, “Well, really it’s not prices. 
We’ve got to just inform the public that you’re going over 
there but there’s no real savings.” Baloney, there are sav- 
ings; significant savings. Maybe you could comment. 


Mr Commisso: Mr Chairman, may I answer Mr 
Stockwell’s question? 


Mr Stockwell: You can comment on my answer. 


The Vice-Chair: Comments, I guess it would be, 
rather than answer his question. 


Mr Commisso: I raised the issue that a study should 
be done, and I have been trying to raise this issue for the 
last two years. You have turned it around and said we 
should do the study. 


Mr Stockwell: Not— 


Mr Commisso: My proposal is that this committee 
recommend that a major study be undertaken by the gov- 
erment of Ontario to find the answers to some of your 
questions. We believe we know some of them, but we are 
not professional researchers. We all have different jobs and 
we cannot abandon those jobs to undertake this research. 
We need some real professional research to find out what 
the differences are and why they are and what we can do to 
address them. I think that is where we have to start. That is 
the very beginning point, and unless we do that, we can all 
sit around and talk for years; we are not going to solve it. 


The Vice-Chair: I am just going to make a comment 
on this. Three months or six months ago when we first started 
talking about this, a lot of the figures have changed all the 
way along. In our subcommittee we discussed this, that if we 


study it to death we will never solve the problems. It is 
ongoing thing. It is increasing, it is not decreasing. 

Mr Christopherson: First of all, my thanks to 
presenters. It was excellent and very high-calibre, hi 
quality, and I think you have added a lot to our delibs 
tions. Again, I do thank you for coming down and mak 
your case. 

A quick observation, if I might: The gas issue ke 
bouncing back and forth between members as to whet 
this is something that we need to address and will it be 
panacea that changes everything or not. From where I 
sitting and listening throughout all our deliberations, w 
I hear very clearly, and I think my colleague across 
room Mr Stockwell has acknowledged it, there is no sin 
action that any level of government or any sector in | 
economy can take that will reverse this crisis. There se 
to be a number of key pieces, however, that are the larg 
chunks that perhaps we ought to be tackling first. Ga 
am hearing, is one of them. 

I do not have the answer right off the top of my h 
either. We have heard different variations of different f 
mulas, different approaches. Mr Winter was here last we 
and talked to us about the idea of a test marketing stat 
right at the border; There is your idea of a zoned syste 
There have been suggestions that we just plain arbitra 
slash the price of gas across the province—many differ 
things. 

I think, though, that it is important that we address | 
issue, because it does seem to be the catalyst for a numl 
of other purchases. Before you, as you acknowledged, 
had the dairy producers, the marketing board represen 
tives, and a lot of their leakage is coming from the fact tl 
people are already across the border. I agree with some 
the comments by others. No one is going to go acro 
travel for an hour from Hamilton, to save $1.50 on a ta 
of gas. Likewise, they are not going to go over there 
save 50 cents on a dozen eggs or to pick up a few litres 
milk. However, if they are already across the border a 
they know that by adding up those purchases they can sa 
$50 or more, then it starts to carry a little more enticeme 
So I think as one key component in all of this, we need a 
government to be addressing that particular issue and other: 

I have a question, Mr Chair, and it would be, there h 
been a suggestion by the mayor’s task force for a trile\ 
government task force to look at this issue, made up 
municipal, provincial and federal representatives. I wou 
like to hear your comment. I have a sense that without tk 
co-ordinated approach—certainly we have acknowledg 
that on key issues there has to be co-ordination. My sen 
at this stage of the game is that really, to deal with all 
the complexities and all of the issue, we need a compr 
hensive approach, and if there needs to be a great deal 
studying done, large studies, they should be done in co 
junction with the feds and with the municipalities playi 
a role because they are the front-line fighters in this case. 

It seems to me that is what we ought to do. I would lil 
your opinion as to whether you would perceive that to be 
valid, necessary approach to tackling the economic problen 
of cross-border shopping, or would you perceive that as mo 
government wheel-spinning? 
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Mr McCartney: We would concur that a task force of 
at size and nature may be beneficial, but we would add 
ne ingredient in order to expedite the results much 
sicker. If you would have as one of the key components 
e business community somewhere—Retail Council of 
anada, chambers of commerce, whatever it may be—as 
art of that guiding process, I think we could get at the 
iswers a little quicker. 

When it came to effecting change, whether it is taxation 
r otherwise on the gas issues, that could be more cumber- 
yme and certainly more onerous. I do not know where 
iat would lead, but I think the problem is large enough. 
ou have identified, as almost.every study has, that gas is 
ne of the trigger mechanisms, and I concur with Mr 
winter, they are not going to go just for that; but I guar- 
atee you, Mr Kwinter, that when they are there anyway, 
»solutely they are going to buy a tank on the way back. 
0 it does have an effect, no matter where you are from. 

I guess if you look at numbers like London and Kitche- 

=r, where their accommodations sector is down 26% to the 
ear-end of 1990, you know why? There has got to be a 
“ason, and I will tell you, their American cash deposits are 
own by a like amount. So they are not getting them across. 
A task force would be something I think we would 
acourage and would almost suggest to you in very strong 
‘rms that consultation with business would almost be 
landatory at that point, because they are the ones, as the 
‘hairman has pointed out, that are right on the front line 
xperiencing the problem every day. 
Ms Logan: We would support the concept of a task 
Ice, but with a time frame, because we are looking at 
aemorrhaging in these communities and some of the busi- 
esses that you are depending on to provide tax revenue now 
rill no longer be in existence. If we do not deal with this 
ow, immediately, we just cannot deal with it. 

The Vice-Chair: Mr Fletcher, better make it short, the 
ells are about to begin. 

Mr Fletcher: I will be very short, Mr Chair. I was just 
lowing this scenario: Suppose both levels of governments 





cut the tax on gasoline and we say that yes, you can do 
this. Let’s follow that along from where I live—and you 
were talking about Kitchener-Waterloo area, I am from 
Guelph—the enticement is for the gasoline and once we 
get the people there they buy. That is going to hurt the 
businesses in Guelph, and people are already going across 
the border to do the shopping, and it may be the gas that is 
enticing them. Your area now, being in a border town, is 
going to entice the people from my area. Now my business 
people are going to want an incentive to keep them there. 
It is along the same lines of what Mr Ward was saying. If 
you do it, why can my area not do it? 

Mr McCartney: Actually, we looked at Guelph as 
sort of an incidental casualty at that point. 

Mr Fletcher: Thanks a lot. That is what the voters said. 

Mr McCartney: Our target market was really Toronto 
at that time. We did not care whether Toronto lost out on 
the advantage or not. 

Mr Fletcher: Well, we are losing people to Toronto. 

Mr McCartney: I understand. I think if you look at 
the real math involved, though, the average tank these days 
is about 50 litres. So if the total discount was a nickel per 
litre, are you going to go that far for that little money? Is it 
going to hurt your retailers? I do not know, maybe a little, 
but I would go back to Mr Kwinter’s point. It is probably 
the people who are leaving Guelph to go down to Port 
Huron or Windsor or Buffalo to do other shopping who 
would then also take advantage of the cheaper gas on either 
side of the bridge then. But the point I make is that at least it 
stays there. 

It is not Sarnia that is trying to gain by this, it is not 
Sault Ste Marie, it is bloody Canada, and that is what we 
have used in our community, the subliminal message of a 
maple leaf with an envelope slot and a loonie coin going 
into it. Let’s keep it at home. That is the message. 


The Vice-Chair: We are running over 5 after 12, and! 
would like to thank you for appearing before this committee. 


The committee recessed at 1206. 
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AFTERNOON SITTING 


The committee resumed at 1539. 


RETAIL COUNCIL OF CANADA 


The Chair: If the Retail Council of Canada could 
come forward, please. It is Alisdair McKitchan, president; 
Peter Woolford, vice-president. Welcome. 


Mr McKichan: Thank you. I am Alisdair McKichan 
and my colleague Peter Woolford is on my right. We repre- 
sent the Retail Council of Canada and we value the oppor- 
tunity to appear before the committee. With your 
permission, Mr Chairman, I will not attempt to regurgitate 
verbatim the content of our submission but would rather 
give you a summary of it so that more time is available for 
discussion. 

I should first say that the constituency the retail council 
represents constitutes, within our direct membership, re- 
tailers who, across Canada, perform something in the order 
of 65% of total retail store volume. That excludes automo- 
bile dealers, gas and accessories and restaurant dealers, but 
is about 65% of the store trade. That is drawn from virtually 
every sector of the industry, but of course with the pre- 
dominance of our members being independent. We repre- 
sent something over 6,000 actual businesses and we have 
affiliated with us many regional and specialist associations. 
In particular I would single out the Canadian Council of 
Grocery Distributors, which is the organization speaking 
for a large proportion of the grocery trade. So we are here 
speaking both on behalf of the general merchandise and 
the grocery sectors. 

Let me touch on what we perceive as the dimensions of 
the problem. We have not commissioned or seen an accu- 
rate computation of the volume of Ontario business lost to 
cross-border shopping. However, individual cities have run 
measures based on a count of cross-border same-day shop- 
ping trips and correlated that with interviews with return- 
ing residents. Matching the results of these tests to the 
numbers of cross-border trips makes it reasonably certain 
that the volume lost from Ontario must exceed $1 billion 
per annum. The rate of growth of the problem can be 
derived directly from the Canada Customs figures of 
same-day trips counted on a year-by-year basis. As the 
table on page 4 of our submission demonstrates, and you 
have probably seen it before, there is a very steep increase 
in that figure, rising from 11.7 million visits from Ontario 
in 1987 to 22.4 million last year, a rate of growth some- 
what ahead of the national results where the 31 million 
visits in 1987 had grown to 58.1 million in 1990. As you 
will see, figures for the Niagara Peninsula area are even 
more significant. The economic loss and in many cases the 
hardship caused by the loss of business is well known to 
the committee and I do not think I need to expand on it. 

Let me touch, however, on our perception of the nature 
of the problem. We do believe there is a considerable mis- 
understanding of the problem’s actual nature. In our view 
and that of our members, the cross-border shopping issue 
is not primarily a question of inappropriate or ineffective 

border controls, although, as I shall mention later, we 


should get the border situation right and we are aggrava 
the problem by not dealing with it promptly and decisiv 
But even when we fix the border issue we shall still, 
believe, have a huge problem on our hands. 

Some of the factors influencing Canadians to shoy 
the United States we can correct. Others we have to acc 
but to some extent we can compensate for. Obviously 
ography plays its part. Our cold climate, long distan 
and the sparseness of our population make for diseconc 
ies. These are built-in handicaps that we have to accept 
somehow work around. 

Second, consumer markets are in a state of flux ; 
change, but that is a condition which affects retailers b 
south and north of the border. The effects, however, ten 
be more severe in a smaller market. Domestic suppli 
face some of the same impediments as retailers and ind 
we also have a handicap in relation to imported go 
because Canadian tariffs tend to be just about double th 
that apply in the US to goods that are imported from overs 
or from Central and South America. 

Another disadvantage is the relatively heavier public s 
tor burden—taxes and government-mandated expense: 
which weigh more heavily on Ontario firms than those 
the US. There have been suggestions that a couple of hi; 
profile measures could cure our problem. One is the si 
gestion that most of the problems stem from t 
Canada-US trade agreement, and abolishing that would 
the problem. That, in our view, is a myth. In point of fa 
the tariff concessions granted by Canada and the US apy 
only to goods which are certified through a source-of-ori 
certificate as being, in fact, manufactured in one or | 
other country and so entitled to the modified rate of dt 
now applicable under the agreement; or duty-free in 1 
case of the relatively few categories of merchandise fl 
have achieved that status at this point. 

Consumers, of course, cannot readily obtain source- 
origin certificates. On the other hand, there is no doubt th 
consumers construed the description of free trade qu 
literally, and assumed that it meant what it said. Of cour: 
they could not have been more wrong. In any event, t 
conclusion of the agreement seems to have piqued the i 
terest of Canadians in what might be available advant 
geously, as they believed, in the United States. 

Nor do we believe a forced devaluation of the Canadi 
dollar a solution. Such a devaluation would mean a su 
Stantial impoverishment of Canadians, because many 
the goods they buy would become proportionately mo 
expensive, and inflation would again be stimulated. 

So let’s talk of some of our notions on solutions. V 
believe solutions will be assisted if we have better fac 
and an overall better understanding of the facts which a 
already available. It was to achieve these ends that we, ; 
an organization, convened a meeting last October of all th 

principally involved Canadian parties, including represel 
tatives of the federal, provincial and municipal government 
the community groups and individual trade representative 
to review the issue and see what might be done, eith 
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garately or jointly, and what further research was re- 
ired. Out of that meeting came a decision to embark on 
study on competitiveness. A pilot study has been under- 
cen by the federal Department of Industry, Science and 
chnology, and the results of that study are to be pre- 
ated at a second meeting of the group on 22 April in 
agara Falls. 

The meeting also reviewed the various initiatives 
lich have been taken by local communities and heard 
‘venue Canada’s views on the situation. The department 
1s encouraged to embark on actions which would result 
collecting a higher proportion of moneys due without, it 
is hoped, creating situations that would deter visitors 
ym coming to Canada. Out of this, presumably, came the 
> experiment, which we are. watching with interest but, 
course, we do not yet know whether it will work or not. 
At the April meeting we shall be determining what 
rther research would be useful and helpful. We also be- 
ve that there are some constructive things that the pri- 
te sector can do on a joint basis within the sector. 
erchants and local groups in some communities have 
empted to fight back through a variety of measures, in- 
iding public communication programs, stressing the 
nefits of keeping economic activity in the community, 
ough special promotional events, co-operative advertising, 
provements in service and adopting, where possible, more 
gressive pricing policies. 

Some of these initiatives have been undertaken with 
2 assistance of the Ontario Ministry of Industry, Trade 
d Technology which has provided advice and help, espe- 
lly with respect to marketing. Obviously that kind of help 
welcomed but neither the initiatives nor the help are, in our 
2w, the long-term solutions. 

Another response of the private sector will be in the 
rm of accelerating improvements and achieving even 
ater efficiency and competitiveness, but however heroic 
adian efforts are in this area, they will not be able to 
rmount or compensate for the cost disadvantage that I 
I] mention in a moment. 

Let’s turn now to the public sector initiatives. We be- 
ve, in fact, that it is within the public sector that more 
n be done than in any other to help solve the problem. 
1e first section is relatively simple and easy of achieve- 
ent. We believe that the federal and provincial govern- 
ents should come to an agreement whereby federal 
stoms inspectors collect not only federal duty and the 
deral goods and services tax but also the provincial sales 
<. That action would be much more practicable if the 
ovincial sales tax regime were harmonized with the federal 
iods and services tax. We have recommended that har- 
onization for other reasons, and in any event the border 
oblem, we believe, is the most powerful argument of all 
r bringing about that harmonization as quickly as possi- 
2, and we commend it to your committee. 

The other actions required of governments are neither 
easily defined nor as capable of immediate application. 
owever, because the twin problems of significantly 
gher taxes and explicit or implicit costs from regulatory 
tion are of much higher dimension than those bearing on 
it US competitors, we believe that the provincial govern- 
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ment must start reappraising virtually all existing or 
planned significant activities and programs affecting busi- 
ness, with a view to weighing their design and utility 
against the competitive criteria. We shall certainly be mak- 
ing a case for this with the Fair Tax Commission, but the 
mandate of that commission is not sufficiently wide, in our 
view, to embrace all the forms of costs to which we allude. 
We must also look at government programs already in 
force or now being contemplated in areas of marketing 
practices, employee protection and benefit legislation, and 
other policies which bear on all employers, manufacturing 
as well as distribution. 
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We are not necessarily suggesting that any of the ob- 
jectives of the particular pieces of legislation are undesir- 
able, but we believe that the government should study 
whether there are not other less expensive, less burden- 
some ways of achieving the same or similar objectives 
which would not carry the penalty of reducing sales in 
Canada with the consequent loss of jobs, of income, of tax 
base and so on. Some programs, we suggest, will just not 
represent a good bargain in terms of their side effects on 
our competitiveness and thus jobs. 

We know that we are proposing a formidable and chal- 
lenging program for the government. We believe, however, 
that the project is better attacked now than two or three 
years hence from a position of even greater comparative 
disadvantage and more economic weakness. We shall look 
forward to a period of discussion with you. 

That is our submission, which we submit with respect. 


Mr Sutherland: Thank you for the presentation. We 
have heard a couple of presentations. We had John Winter 
in last week and he gave a very thorough analysis of the 
situation. We also heard this morning from the Ontario 
Border Communities Task Force on Cross-Border Shopping, 
indicating concern that Ontario border communities are 
now becoming the discount capitals for American retailers 
in terms of their scratch and dent and second-level clothing 
and that type of stuff. 

I am just wondering, in terms of the measures that you 
talked about in your presentation, even if they are carried 
out, how are we still going to be able to counter this type 
of discounting and major dumping in the border communities 
by American retailers? 

Mr McKichan: Obviously, as far as competitiveness 
is concerned, you have to be comparing like with like. We 
will never be able to compare a full-line type of service 
with a discounted minimal-service type of operation. That 
is as true within Canada as it is within the United States. 

However, there are many customers who do not want 
to buy ends-of-lines and less than full-service types of 
merchandise, just as there are in the United States. I think 
one of our obligations there as merchants is to differentiate 
in our marketing what we are offering, and how sometimes 
the comparisons are made erroneously. But we are still not 
competitive with full-service US firms on the other side of 
the border. In essence, retailing has become an internationally 
traded commodity, and the damage which now is most 
apparent in the border communities is not confined there. 
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The proportion of Toronto residents who make shopping 
expeditions to the US is large and growing, and when you 
consider that within Canada 90% of the population lives 
within 100 miles of the US border, virtually the great mass 
of our population is within access and I think we have to 
take account of that in our policies. 


Mr Sutherland: The other studies have indicated that 
the higher the income the more likely you are to participate 
in cross-border shopping. What would you say to those 
people who seem to be reaping the many benefits of our 
social programs in terms of some of the extra costs they 
are putting on to retailers and some of the things that you 
have mentioned? What would you say to those people who 
want to have it both ways? They want to have all the 
benefits yet they want to be able to have low prices when 
they are purchasing their goods. 


Mr McKichan: I think we share a perplexity in relation 
to that situation. I think some attempts have been made 
through public service advertising to illustrate to consumers 
that when they buy a piece of Canadian merchandise they 
are also helping support employment in Canada and paying 
part of the social costs of running our system. Unfortunately, 
a great many people do not make a correlation between 
long-term and short-term benefits and they give precedence 
to what they perceive as their short-term economic advan- 
tage. I wish I could provide you with a magic solution to 
cure that attitude. 

We have contemplated an advertising campaign de- 
signed to bring out that question, but it is very much a 
two-edged type of initiative. On the one hand, you are 
saying: “There are bargains there, folks. We don’t think 
you should have anything to do with them.” It tends to 
emphasize the fact that if they are really smart and not 
particularly scrupulous, they can benefit. I have some diffi- 
culty accepting that as a good strategy. 


Mr Sterling: Thank you for coming. I really do ap- 
preciate the thoughtfulness behind your presentation, be- 
cause Mr Winter had some suggestions that I found 
difficult to justify, such as putting artificial barriers at the 
border and saying, “We’re going to charge you $5 to come 
in,” or they are going to have long lineups in order to 
discourage people and that kind of thing. I do not believe 
that in the end it answers any of the real questions. 

I really do feel that an aggressive approach by the pro- 
vincial government—and that is whom we are dealing 
with here—to collect its provincial sales tax would in 
some ways discourage perhaps, I do not know, maybe 
10%, maybe 40%, who knows, from crossing the border. 

When we had the Minister of Revenue in front of this 
committee a week ago, it appeared to me that she was not 
being very aggressive about taking this issue in hand. In 
fact, when I asked the question of how much had been 
declared through customs, she or her three officials who 
were with her could not answer that question, which I 
thought was amazing in terms of the Minister of Revenue 
having no idea of how much revenue she might be losing a 
year. 

First of all, I have no trouble with sales tax harmoniza- 
tion. I think that makes economic good sense within our 





boundaries as well. I think it will allow you as a ret 
and the whole operation probably to do business ] 
cheaper, as well as make the situation easier at the bor 
The problem that I find with the suggestion, is that 
provincial government has to say, “We want you to co! 
it, but we’re willing to do something positive about tk 
Now, that can be either an offer of cash or a couplh 
points on the scale or it can be an offer of going 


_actually helping collect the money at the border. 


I would like you to comment on what you see as 
provincial government’s responsibility in doing this. ] 
not popular for a politician to collect tax. I am certain 
Otto Jelinek does not want to be the fall guy for collec 
provincial sales tax at the border. Therefore, in fairnes 
think the province should have some responsibility in 
and some visibility. 


Mr McKichan: I agree with you. Mind you, I th 
the federal government is very keen to achieve harmon: 
tion, because it is well aware of the potential economie: 
scale in the collection of the tax generally, not just 
border tax but the tax overall. I guess they worked y 
some diligence to attempt to achieve that during the planr 
of the GST but were not able to get provincial suppor 
think, even without any encouragement they would proba 
be prepared to take on some collection duties, but eve 
they wanted to make that a shared-cost operation, it see 
to me it would still be a great bargain for the province. ( 
could conceive of the feds getting a percentage of tax ¢ 
lected or some such arrangement, and 97% of the tax ¢ 
lected is a better bargain for the province than 0%. 


Mr Sterling: I agree. 
1600 


Mr McKichan: It seems to me not only would b 
fiscs win, but it would have a significant effect in me 
taining more business within Ontario because there is 
doubt about it, the ambition of the customer to avoid ta 
a particularly cherished one. People like to save money| 
especially they like to save tax moneys. That is just 
nature of the human soul. 


Mr Sterling: I think Frank Miller proved that back 
what was it, 1983 or 1984 when he gave a tax holiday 
automobiles. It was probably the most responsive provin¢ 
government program that had ever taken place. 


Mr McKichan: Yes. If a merchant announces a 1( 
discount sale all you get from the public is a big yawn! 
if the government says it is going to remove a 7% tax fo 
while the public reaction is instantaneous. 


Mr Sterling: Yes. 
Mr McKichan: It is a curious element of psycholog 


Mr Sterling: Can I ask one other question? Not ot 
for the retail business but other businesses, one of the m 
shocking parts that I found about these hearings in deali 
with cross-border shopping—as Terence Corcoran wr 
in the Globe and Mail the day after John Winter w 
here—was that the cross-border shopping issue is just 0 
very small indication of how uncompetitive we are in jl 
about everything we do. Are there some specific tax 
which the retail trade would like some relief from or whi 
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uld affect them perhaps more than other business inter- 
s, because they are the ones that are facing the on- 
ught of this threat? 

Mr McKichan: I think when you compare the costs 
a US retailer with a Canadian retailer the most signifi- 
\t statistic that stares out at you is the differential in the 
t of occupancy. That covers rents and real estate-related 
es, business taxes and of course in the Toronto area the 
icentration tax. It is a fairly common occurrence that the 
t of occupancy, which in Ontario will tend to run a 
rchant 11%, 12%, 13% of overall costs, will probably 
just half that across the line. 

I guess the second most important element of tax is all 

payroll taxes, because retailing is a labour-intensive 
ustry so anything that attaches to the cost of labour is 
nificant. Again, the differential between Canada and the 

, is very significant except, I guess, in the case of the 
‘ger companies, the cost of health care which curiously 
ds to be higher in the United States than in Canada 
sause of the inherent high cost of the US health care 
stem. 

Mr Sterling: They have the argument about us having 
ocial conscience, but we should really discount that in 
ms of this phenomenon, because you are saying that 
st is already included in the retail price over there in a 
of cases. 

‘Mr McKichan: Yes, but their payroll-related taxes, 
ier than health, are substantially less than ours. All their 
supancy costs are very significantly less. That is com- 
unded with the differential on the cost of land, which, if 
u look through that, of course, also leads back eventu- 
y to a lot of tax reasons. There is a huge and, under the 
‘sent regime, insuperable cost differential. 

Mr Mammoliti: I am somewhat concerned about 
ne-day trips. On page 4 you have given us some exam- 
's that go back to 1987. These are statistics that you got 
tere? 

Mr McKichan: Customs Canada. 

Mr Mammoliti: Customs Canada. These statistics are 
mpiled, I take it, by people who tell the truth at the 
rder? 

Mr McKichan: No, these are just people counted 
ing across the border. You do not know whether— 

Mr Mammoliti: And when they are stopped, they say, 

es, I did some shopping.” 
Mr McKichan: Not necessarily. These are just the 
w number of crossings. The estimates made of volume 
: derived partially from these raw figures, but also look- 
x at the surveys which have been done by particular 
ies and towns in border situations where they have done 
uming-as-resident interviews asking: “Did you shop in 
» United States? If so, how much did you buy?” They 
ve compiled figures for their areas. 

Mr Mammoliti: That is what I am getting at. These 
» the people who have said, “Yes, I have shopped in the 
ates.” 

Mr McKichan: Not these figures in the tables. That is 
it the raw crossings. 





Mr Mammoliti: Okay, so how accurate could they be 
then? 


Mr McKichan: Very accurate; completely accurate. 
Customs count the number of people who pass the border. 


Mr Mammoliti: Yes, but how do they know they are 
shopping? 

Mr McKichan: They do not. We are not saying these 
people are shopping; we are saying this is just an indicator of 
the rate of growth of the phenomenon because we assume 
that probably about the same proportion of people who 
went to shop in 1987 went to shop in 1990. We do not 
know, but we assume, and we assume most of these people 
who are crossing the border are crossing the border for the 
purposes of shopping. 


Mr Mammnoliti: Are there any statistics on how many 
people are actually shopping? 


Mr Woolford: Can I pick up on that just a little bit? 
Talking with the Revenue Canada officials as well, they 
have made clear that the basis of their judgement on these 
numbers is that most of these people going across for a 
single day are in fact going for shopping. There are a small 
number of people who go across for job-related matters, 
workers who live perhaps in Windsor and go across to 
Detroit to work. There are some locations in Canada, for 
example, where schoolchildren will cross the border daily. 

What they do say, though, is that the vast increase they 
have seen since 1987 is primarily for shopping purposes 
and they get a feel of that from talking with their field 
staff, from looking at the number of the collections and the 
number of seizures and so on that they make. They report 
that the number of people looking to pay duty on purchases 
in the States is going up very rapidly as well, but they do 
not have as good and clear numbers and as consistent 
numbers as they had on this side, so we put these in. 


Mr Hansen: When we got into the auto free trade 
pact, individual citizens were not allowed to participate in 
that; that was between companies. I believe this free trade 
also was mainly between companies in Canada-United 
States, but people interpreted it as private free trade, so 
that you could bring things back into Canada. As you see 
from the figures 1987-1990, everything just about doubled 
since free trade came in. 

I know we are trying to fast-track this to get down to 
some solutions. I had brought up one suggestion. It is now 
law that when you come back into Ontario, it is the obliga- 
tion of the returning person purchasing merchandise in the 
United States to voluntarily remit the 8% Ontario sales tax. 
If we could just get the federal government to hand out 
envelopes at the border people could send them in. If you 
do not have an envelope, when you get home, you forget 
to send in that 8%, whereas a form you could fill out. But 
maybe one step further to get things moving is that little 
bit of co-operation with the federal government. That slip 
that you make on declaration: If it is not sent in, we would 
have a service charge for actually billing the person to 
send in that particular money. I would just like to hear your 
opinion. Do you think something along this line would 
work and help the retail trade here in Ontario? 
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Mr McKichan: The point you make is well taken and 
it is a curious anomaly that probably 95% of the popula- 
tion of Ontario are not aware that they have an obligation 
to pay Ontario tax on merchandise that they purchase out- 
side Ontario, including the other Canadian provinces. 

It is also a surprise, I think, to many Ontario residents, 
when they buy something in another Canadian province 
and they buy it from a retail company which has national 
outlets or outlets in several provinces and they find several 
months later they get a bill from the Ontario sales tax 
collection department for the tax due on the amount of 
their purchase. That is achievable by the department be- 
cause they can oblige a company operating transprovinci- 
ally to supply them with records of purchases made 
outside Ontario by Ontario residents. The company is 
obliged to do that and does it. 
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It is anomalous that the sales tax collection authorities 
should enforce that right for purchases made in Canada 
and not make any effort to collect tax from purchases 
made in the United States. Certainly anything that can be 
done to encourage collection would be welcome from the 
point of view of the retail trade. The suggestion you make, 
while I think it would improve the situation, would be not 
nearly as effective as mandatory sales tax collection along 
with the federal tax and duty at the border. You might get 
30% of the duty through the method you suggest. With 
federal collection you would get the same proportion as 
the federal duty. 

Mind you, we are not satisfied with the percentage of 
duty due actually collected by the feds, but they say they 
are conscious of that and are working at some ways of 
improving that ratio. Of course, we encourage them. You 
are probably aware of the experiment they are undertaking 
in British Columbia whereby people who cross regularly 
will get a permit and will have a basis for paying, their 
theory being that some people now smuggle because they 
are discouraged from paying the duty because of the long 
lineups required to make the payment. They believe if they 
can facilitate that process they will get a higher proportion 
of duty. I do not know if that is right or not, but that is 
what they hope to demonstrate from this experiment. 


Mr Hansen: I think the one big problem is with the 
congestion at the borders. We have seen in other studies 
that we have lost the American tourist up here in Canada. 
It is a fear that [ have found—I have been visiting relatives 
down in the States—that you come to Canada and it takes 
you two or three hours to get across the bridge. It discour- 
aged their trip to visit us up in Ontario. The word is 
spreading, and I guess it is publicized in other Papers 
throughout the States, about the problem we have at the 
borders. I think that express lanes should be opened up to 
American tourists coming to Canada before we open them 
up in other ways. 

Mr McKichan: We are very sensitive to that and we 
certainly believe that whatever we do, we should not im- 
pede the US visitor coming to Canada. Nothing could be 
more counterproductive than discouraging visitors who are 





going to come to spend US dollars here. I certainly a 
with that. 


Mrs Sullivan: | just have kind of a throwaway qu 
tion to ask you in the beginning, but it is not the impor 
one. I had not realized that the retail council had in the 
taken a position opposing supply management progra 
which you appear to have done in this brief. It is not 
major thing that I want to ask you about, but if ther 


. time you may want to comment on that. 


Mr McKichan: Let me just say we are looking 
effects and not methods of organization. If this is dem 
strated to be a severe impediment to the maximization 
the sale of the product in Canada, then probably it is 
the best way to organize the help to the agricultural ec 
munity. 

Mrs Sullivan: We will not debate that right now, b 
did want to pursue further with you the whole question 
the distribution system in Canada as it compares to” 
United States. My impression is that the manufactur 
wholesale-retail chain in fact brings in far higher costs 
Canada than are found in the United States. The marg 
are higher at each step of the way. That is leading to ret 
merchants in Canada themselves turning to the Uni 
States for supply of their product rather than deali 
through the distribution system in Ontario. 

I certainly have spoken with people in the white g0¢ 
industry, for example, who are able to buy product : 
resale in Canada that meets CSA and energy-efficien 
standards and are buying that product through Americ 
distributors rather than in Canada and are still able to ma 
a reasonable margin putting them into their stores he 
Have you seen that trend? Is it unique to a certain sector 
the retail industry and do you see it growing? 


Mr McKichan: I guess heretofore, most sectors 
Canadian manufacturing, and I will concentrate on man 
facturing for the moment, have been higher-cost operatio 
than US; not universally, but mostly. It is not surprisi 
when you consider that mostly we have been dealing wi 
smaller volumes, with many more different types of prodt 
per plant and usually with higher costs of operation ai 
higher costs of labour inputs and so on. I guess one of t 
intentions of the Canada-US trade agreement was to < 
tempt to redress that by allowing Canadian manufacture 
to have bigger production runs and more specialized pr 
duction. I guess that will be achieved, or else the comp 
nies will be wiped out because within the lifetime of tl 
phase-in of the free trade agreement all the Canadian cor 
panies will be competing in price with the US operation 
So in terms of the cost of deliveries of continentally pr 
duced goods, we are in essence looking at a transition 
problem which lasts only as long as the free trade agre 
ment phase-in period lasts. It will persist, however, fi 
imported goods because, as we say in our submission, C 
nadian tariffs, on average, tend to be about twice those 
US tariffs. So on imported goods the US will continue 1 
have an advantage. 

Turning to the issue of retail margins, again you fin 
that usually the Canadian margins are slightly higher, com 
paring like type of distribution with like type of distribu 
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n in the States, traditional department stores with tradi- 
nal department stores, discount stores with discount 
res. But of course, the Canadian margin tends to be 
sed on a higher initial buying price, so in effect the 
llar margin is greater. It is not surprising that it should 
for all the reasons that we have mentioned, because we 
have much higher occupancy costs, about double those 
the US, we have higher labour costs, higher fringe bene- 
costs. Many of the other services which retailers buy, 
e advertising and so on, tend to be proportionately 
ther and these are the difficult and intractable problems 
_ have to deal with. 

I conclude by saying there is one other phenomenon: 
ere have recently been developed in the US novel types 
distribution stores which we have not yet in all cases 
ylicated in Canada. For instance, there is no one in Can- 
a to my knowledge providing the kind of service that a 
mpany like Wal-Mart provides at the margins that Wal- 
art is able to hold them down at, and that is very largely 
juestion of scale on the one hand and style of merchan- 
ing on another. But these store types are developing. 
me of them are US owned in Canada and I would think 
would not be many months or years before virtually all 
them are replicated to some degree in Canada. 


Mrs Sullivan: I would just like to follow up on your 
ponse, if I could. We have looked at and heard about 
ne of the innovations that are being made in the retail 
lustry to come to terms with some of these competitive 
tors, and we see price clubs emerging, we see integrated 
inufacturing-retailing operations, such as Ikea. Habitat, I 
derstand, may be moving into this market. One of the 
ects, however, of those kinds of retail operations may be 
it the downtown retailer finds a new kind of competition 
it he is unable to meet on our own national turf. I won- 
tif the retail council has looked at that kind of an issue 
d the ultimate economic effect of that. 
20 

Mr McKichan: Retailing is a highly dynamic type of 
siness, and I guess most of the changes in the style of 
ailing have worked to the benefit of the consumer. I 
ess the classic example is the supermarket which, 50 or 
years ago, delivered groceries at significant cost advan- 
fe compared to the previous system of distribution. 
ese novel forms of retailing are achieving the same 
ng. You are getting companies able to deliver a wide 
ige of general merchandise with margins of something 
e 24% in some of the US chains, compared with figures 
the high 30s for more traditional types of distribution. 
ind you, you get a different kind of service. The custo- 
t has to choose what they are willing to trade in respect 
price, but it is good for the customer, and it gives the 
stomer choice. I think these kinds of innovations do pro- 
ce higher standards of living. When one compares the 
jation in a dynamic, North American distribution sector 
th, say, Russia, you realize the tremendous value that is 
livered to the consumer through an efficient and com- 
titive distribution system. 


Mrs Sullivan: Why is it that a retailer in Canada buy- 
s an imported piece of merchandise from a distributor, 








say Japanese electronic equipment, and an American re- 
tailer buying identical equipment, also imported—why 
does the Canadian retailer have to charge a significantly 
higher price to make any profit on the sale? 


Mr McKichan: I guess the most obvious cost differ- 
ential is that of duty which, as I say, is roughly double in 
Canada what it is in the United States. Apart from that, 
there are obviously questions of scale, of the US market 
being 10 times the size of the Canadian market, presum- 
ably the US importer is able to get the volume discount 
substantially better than the Canadian importer. There 
would also be economies of scale in distribution. I would 
assume, if the merchandise flows through a professional 
importer in the United States, that importer’s operation is 
probably significantly bigger than the equivalent in Can- 
ada, and the market may be more competitive in the 
United States at the wholesale level. I think these are all 
factors in the situation. 


The Chair: Ms Ward, then Mr Sorbara. 


Ms M. Ward: You are a national organization. I under- 
stand this is a problem across Canada from, we have 
heard, St Stephen, New Brunswick, to places in British 
Columbia and so on. I wonder if you could comment on 
the degree of the problem in other parts of the country, if 
there is any action they have taken you can tell us about, or 
anything we could learn from them, and are there any 
different circumstances? 


Mr McKichan: It is very significant in the lower 
mainland of British Columbia. The lineups at the border 
crossings are comparable to those at the Niagara area in 
Ontario. There is also the similar phenomenon of US firms 
establishing virtually in green pasture, with no concentrations 
of US population round about, and obviously designed to 
cater to the Canadian business. 


Ms M. Ward: That is BC, is it? 


Mr McKichan: Yes, and they have a particular problem 
there, I guess, with the daily sale of dairy products and 
gasoline to people who are resident in the southern part of 
the lower mainland, who would not think of shopping for 
these necessities anywhere else but across the line. Of 
course, it also affects general merchandise and other food 
products. It is not so much of a problem in Alberta, be- 
cause the large concentrations of population are just that 
much further from the border, and there are no sizeable US 
cities to the immediate south. That is somewhat the situa- 
tion in Saskatchewan as well, and to a lesser extent, in 
Manitoba. In Manitoba there is Fargo, and one or two 
other midsize cities. 

In Quebec, it is becoming more of a problem, but 
Montreal is somewhat further removed from Plattsburgh 
than is the case in the border cities here. As you say, it is a 
significant problem in New Brunswick, particularly the St 
Stephen crossing. It is not much of a problem in Nova 
Scotia, Prince Edward Island or Newfoundland, because 
they are insulated by distance. 


Ms M. Ward: Is any action being taken in those areas? 


Mr McKichan: Everyone is wrestling with exactly 
the same questions that we are here. As you know, Sas- 
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katchewan has integrated its provincial tax with the federal 
tax. We believe that Manitoba is contemplating that, 
largely for the reasons of collection. Alberta, of course, 
does not have a sales tax so that is to their advantage in the 
comparative pricing of products; and, of course, Quebec 
has integrated their sales tax again with the notion that the 
feds will collect it. We are encouraging all the provinces, 
incidentally, to move ahead with integration. 


Ms M. Ward: Did they not do that originally, Quebec 
and the others? 


Mr McKichan: They did it before. Yes. 


Mr Sorbara: In your brief, in describing the dimen- 
sions of the problem, you stated that the very short notice 
given for submissions to the legislature means that it has 
not been possible to do much research in this regard. Anec- 
dotally and in a word, how serious is this problem? 


Mr McKichan: I would say that for many of our 
members it is the single most important public issue or 
competitive issue that they are facing. It is very important 
for the grocery trade. It is important for anybody selling 
clothing or footwear. It is somewhat important for people 
selling small appliances. It is not so much the major appli- 
ances just because of the difficulty of moving them and of 
servicing them; and all the other trades, to a greater or 
lesser extent, whether it is jewellery or housewares or 
whatever. But the big areas are clothing, footwear, groceries 
and household linens. 


Mr Sorbara: The council has always done good re- 
search, I believe. That has been my experience over my 
period in government. Politicians have a different ap- 
proach to measuring the severity of the problem and my 
own estimation is that you are absolutely right. It is an 
extremely serious problem. 

Let me give you my political experiences: an encounter 
with someone in Windsor who said to me: “I don’t spend 
any money in Canada any more, like milk, bread, gasoline, 
new tires, nothing. If I am going out for milk, I cross the 
bridge and I get milk and cigarettes and bread and do a 
little shopping and maybe even my dry-cleaning. I do not 
spend any money in Canada.” 

Someone on my own staff, a couple of Christmases 
ago, went for a Christmas vacation to the Ramada Inn in 
Buffalo on a shopping excursion; $59 a night for a family 
of four in marvellous accommodation and a guide to 
where all the best bargains were for Canadian shoppers. 

A third and final anecdote is that I live in Richmond 
Hill and I represent the people of Richmond Hill. There is 
a great new shopping mall there called The Promenade. 
One day about two weeks ago I went there and when I 
came out, on my windshield was a flyer advertising, | 
think the lead was, “Buffalo Direct. Write to us and we 
will show you how to shop in Buffalo.” That seems to me 
to mean now that the market penetration is well into the 
greater Toronto area. 


Mr McKichan: Absolutely. It is well into the hinterland. 


Mr Sorbara: I put all that before you because I am 
going to ask you what three or four things you think the 
provincial government should be doing. But what I want to 


concentrate on is the question of Sunday retailing. By 
way, what is the council’s position on Sunday retailing? 

Mr McKichan: We are neutral, Mr Sorbara, beca 
we have members on both sides of the fence and we fo 
it impossible to get a consensus. 


Mr Sorbara: As I understand it, the government ir 
wisdom is considering a general law to close stores 
Sunday but it is proposing to make an exception for bot 


‘communities. Could you tell the committee where 


council would suggest drawing the line for those bor 
communities? Would it be through Hamilton or Burling 
or up Yonge Street, or where would that be? 


1630 


Mr McKichan: I find it difficult to respond in { 
area simply because of our neutral position. I think m 
people acknowledge that there is a correlation betw 
Sunday opening, the availability of shopping opportuni 
in Canada, and the damming of some outflow of busin 
but opinion differs as to how serious or how much o 
cure Sunday opening would represent. I really do not { 
equipped to give you a response on that. 

In terms of where you draw the line, it seems to 
that the instant you draw the line, the more will be 
pressure on the other side of the line to move it anot 
five or 10 miles or whatever. 


Mr Sorbara: Well, if, for example, you said stores 
Hamilton and then southward throughout the Niagara P 
insula can open, but the stores east and north of that, : 
through Oakville and through Halton and then Peel ¢ 
Metro Toronto, could not open, would that be fair? Wo 
that be fair for retailers? 


Mr McKichan: I can tell you what the effects will 
If the line is drawn immediately east of Hamilton, 
merchants of Oakville will be rising up in wrath. I do: 
have the answers. It is an intensely difficult problem. 


Mr Woolford: Can I pick up on that for a minute? 
a former federal civil servant, I was involved in the exerc 
of drawing lines across Canada for some of their financ 
Support programs for companies. Great efforts were mz 
to draw these lines through unpopulated parts of Cana 
and they caused excruciating pain for the governme 
They could draw a line through the middle of prairie fa 
land, and inevitably it went down the middle of a facte 
somewhere that they did not know about. Drawing lines 
densely populated southern Ontario is going to be a dif 
cult job. 


Mr Sorbara: Is the appropriate conclusion then tl 
the marketplace, the market forces, ought to be used 
determine who ought to be able to stay open on Sund 
and who not if the issue is cross-border shopping? 

Mr McKichan: Unfortunately, I regret that we < 
hobbled in our inability— 


Mr Sorbara: Well, you should not be hobbled a 
longer. You need to take a position on this. It is time 
courage. 

Mr McKichan: Our general philosophy is that we 
not need unanimity to take a position, but we do requit¢ 
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sonable consensus, and in this area we just do not have 
sasonable consensus. 


Mr Sorbara: No, but there is no doubt that the flow 
shoppers across the border on Sunday is particularly 
nificant, is it not? 

Mr McKichan: Absolutely. 


‘Mr Sorbara: Well, okay. The provincial government 
itrols the regulation of retailing and shopping on Sunday. 
controls a variety of taxes, it controls workplace issues, 
sontrols highways. I guess it could close the highways 
) the US on Sunday; that would be interesting. Some- 
jy has suggested while they go about Sunday closings 
y might also prohibit Sunday crossings, which would 
typical. What three or four things would you suggest 
t the provincial government do quickly in order to at 
st stop the haemorrhaging? 


‘Mr McKichan: Number one, harmonize the provin- 
l sales tax with the goods and services tax and have the 
ls collect it at the border. That, in our mind, would be 
most significant thing they could do. 

Second, work with the federal government in encour- 
ng the highest possible level of collection of duty and 
es at the border. 

Number three, embark on an instant study of the major 
Jitional tax components which Ontario businesses have 
bear vis-a-vis their US competition and see if there are 
ys of minimizing these or other ways of accomplishing 
: Objective which the obligation on the business requires. 


Mr Sorbara: Just to interrupt, that would be a study 
competitiveness as between the two jurisdictions? 


Mr McKichan: Precisely, right. 


Mr Sorbara: Just one final point, if I might. There are 
ne differentials in the price of gasoline as well. 


Mr McKichan: Yes, very substantial. 
Mr Sorbara: Is that, in your view, a significant factor? 


Mr McKichan: Very substantial. Things like gasoline, 

rarettes and milk are the very basic commodities which 
re people an initial excuse for going, and once they are 
re, of course, they buy other things, but the differential— 
d there are very significant differentials in the price of 
‘se commodities—are a spur to people in the border 
mmunities. To the extent that you can do something 
out that, that is going to be helpful. 
Mr Sorbara: Just a final comment, not a question, is 
it I really do encourage at least the Ontario section of the 
ail council to come up with a policy on Sunday shopping. 
you do not, the risk you run is that we will get very bad 
blic policy in this area. 

Mr McKichan: We have offered our services as a 
shnical resource, if you like, but without offering an 
inion on policy. 

The Chair: Thank you for your presentation this after- 
on. 


Mr McKichan: Thank you, Mr Chairman. 








CANADIAN FEDERATION 
OF INDEPENDENT BUSINESS 
_ The Chair: Our next presentation is from the Cana- 
dian Federation of Independent Business, Linda Ganong, 
director, provincial affairs; Catherine Swift, vice-president, 
research; and Pierre Cléroux, senior economist. 


The Acting Chair: It is not a coup. I would ask the 
representatives from the Canadian Federation of Indepen- 
dent Business to introduce yourselves individually and 
then commence with your presentation. 


Ms Ganong: Thank you, Acting Chairman. We had 
asked for some audio-visual support for an overhead pro- 
jector. I notice there is one here. I do not know if it is 
plugged in and ready to go. 

In the meantime, I am Linda Ganong. I am the director 
of provincial affairs for the Canadian Federation of Inde- 
pendent Business, the Ontario branch. This is our vice- 
president, research, and chief economist, Catherine Swift; 
and setting up the AV equipment is our senior economist, 
Pierre Cléroux. Thank you very much for inviting us here 
today. I will turn it over to Catherine. 

Mr Sorbara: So that is what senior economists look 
like. 

Ms Swift: We are very versatile at the CFIB. We do 
everything, of necessity. 


Mr Sorbara: It is always good to see you again. 
Ms Ganong: It is good to see you too. 


Ms Swift: We would like to present some of the re- 
search work we have been doing on cross-border shopping. It 
has been going on for, I would say, almost a year now. 
This is not a particularly new issue, as you probably know. 
In fact it is probably decades old, but of course what has 
brought everyone’s attention to it over the last 18 months 
to two years is the incredible growth rate we have seen and 
the incredible loss to our economy that has resulted from 
the expansion in cross-border shopping by Canadians. 

Most of the work we have done has focused on tax- 
related issues. There are a number of ways you can go at 
this one, and that has been our focus so far. Mind you, we 
are continuing work on it, so it will not be our exclusive 
focus. That is not to say, of course, that there are not many, 
many factors underlying the problems in the growth in 
cross-border shopping. Indeed, we believe it is very much 
a composite of factors, such as our high dollar, high interest 
rates, high taxes we have seen at all levels of government, 
higher wage rates in Canada, lower productivity levels; 
basically, overall higher costs of doing business in Canada. 
One thing I have heard recently from a number of mem- 
bers of ours is that such things as higher tariff rates in 
Canada for offshore manufactured goods get built into a 
price factor in Canada that is not found in the US. So 
obviously there is a wide range of factors underlying this. 
Naturally, the recent imposition of the GST has done nothing 
but exacerbate a problem that was already very serious. 
1640 

As a result of the complexity of the issue there are no 
simple solutions. A lot of people have talked about devaluing 
the dollar. That is what Third World countries do basically, 
and although I agree that there is a need for a more logical 
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level of the dollar than we have now, people who are look- 
ing to that as a solution are just postponing a true solution 
to this issue; and indeed the longer you postpone it, as we 
know, the worse it gets and the more draconian the solu- 
tion has to be. So although I have a bit of sympathy with 
that as a part of the answer to this problem, I do not think 
we can look for any quick fixes on this front. 

We put together a study pertaining to Ontario last Oc- 
tober, and Pierre Cléroux is going to go through the high- 
lights. He is also going to add some other information that 
has come out of another study and some more recent data 
that we have. 


Mr Cléroux: The first thing I would like to talk about 
is the extent of the problem. This graph shows the people 
crossing the border at the six most important border points in 
southern Ontario. That is including Niagara Falls, Windsor— 
the six most important ones. 

Revenue Canada registers people crossing the border 
in three different ways. The first way is verbal declaration: 
As you cross the border you say, “I bought less than $100 
worth of goods and I have been there for at least 48 
hours.” If you declare yourself like that you will be in the 
first category. Between 1987 and 1990 the increase of the 
number of people who make this kind of declaration was 
285%, so in three years it almost tripled. The second cate- 
gory is the written declaration. It is for people who declare 
less than $300 worth of goods for a trip of at least seven 
days. Again, the increase is very significant. The last one, 
what they call the B-15 form, is actually people crossing 
the border and paying the duty on the products they bought 
in the US. 

The first conclusion from this graph is, of course, that 
the cross-border problem is very important. When you see 
a 300% increase up to a 500% increase, that is significant. 
The second conclusion is, more and more people are ready 
to pay the duty on the product they buy in the US. They 
consider that, even by paying the duty, it is still worth it to 
cross the border, pay the duty and come back home. So the 
most important increase is actually in people paying the duty. 

The second issue I would like to talk about is a report 
of a study by Ernst and Young. The study was done for the 
city of Sault Ste Marie. We know the cross-border shop- 
ping problem is very extensive there. 

They asked people what they like about shopping in 
the US. As you can see from the graph, the most important 
one was the price. People are crossing the border because 
it is cheaper. They like the selection, they like the service 
in the store, they like friendly people, but the most impor- 
tant and distinct one is really the price. At the same time, 
people see some advantage to shopping in Canada. They 
find the quality of the merchandise better, it is cleaner 
here, it is safer here, but still they are crossing the border 
and the bottom line is the price. So it is really an argument 
against people who believe that better marketing strategy 
will really help our retailers in Ontario, because even if 
you have better marketing strategy, people are still looking 
at the price, and if the Sony Walkman is $50 cheaper in the 
US, they will just cross the border and go to the US. 

To better understand why the prices are so different 
between the two countries—there are different factors, but 


we believe that taxation is one of the most impo 
ones—we built a model which includes 12 different ret: 
in Ontario and the tax burden they bear compared tc 
same retailers in Buffalo. Those data are based on wha 
call an average firm designed by Statistics Canada an 
calculated for each of those firms the total tax they hay 
Pay every year, which includes payroll tax, municipal 
sales tax and income tax. 

You can see that the people located in Toronto ha 
higher tax burden than those in Buffalo. Actually, the 
ference is pretty wide. If we take the example of a | 
store, if you are located in Buffalo you will bear half 
tax burden you will support in Toronto. For the large f 
the difference is smaller. 


Mr Sterling: Can I just ask how old that slide 
How old is that information? 


Mr Cléroux: This was completed in October 199 
is about six months old. 

In this graph we distribute the total tax burden in 
ferent components. We can see that the killer here is re 
the municipal tax. If you are located in Toronto, you 
four or five times the municipal tax that you wouk 
Buffalo. We understand that the cost of land in Toront 
greater than in Buffalo because of the specific situatio; 
Toronto, but still, if you are a retailer in the Eaton Cer 
you have to compete with the retailer in the Galleri: 
Buffalo to attract customers. So for the small firm 
difference is very important, and there is one reason \ 
the difference is larger for small firms than large firms. 

There are two very bad taxes for small businesses, 
municipal tax and the payroll tax, two taxes which 
independent of profit but are based on your intensity 
labour and the intensity of the space you rent or you hz 
I think this graph is pretty clear. The income tax is pr 
comparable if we look at the income tax of the two countr 
The sales tax is a bit lower in Buffalo, although the pay. 
tax is a little bit higher in Buffalo, but really the munic 
tax made the difference. 

We also compared another region of Ontario, Thun 
Bay with Duluth. We were wondering why people 
Thunder Bay are ready to drive four hours to shop in M 
nesota, so we did this tax comparison, and although 
differences between the US and Canadian firms are not 
important as Toronto and Buffalo, they are still pretty s 
nificant in some sectors. In only one of the 12 sectors 
our tax burden competitive with the US. 

Finally, if we combine the 12 sectors, we see that es 
cially for small firms, if you are located in Thunder B 
Ontario, you will bear a higher tax burden than in Minnest 
and again, if the sales tax is a little bit lower in the US, 
income taxes are pretty comparable, the Payroll tax 
pretty much the same, the municipal taxes are definit 
higher than in the US. 

The last point I would like to make here is, you rea 
see the impact of the fiscal structure of Ontario on sm 
firms, because here almost 55% of the total tax burden 
the payroll tax and the municipal tax for a small fir 
which are really independent of profit. It is only abc 
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f for the large firms, so we see this tax structure really 
ours large firms compared to the small firms. 
0 
Ms Swift: Thank you very much, Pierre. 
I would like to sum up and leave a lot of time for 
stions. There is further detail to this research that we 
uld be happy to answer to. 
I am sure a lot of the testimony you have been hearing 
icates that the damage to our provincial economy that 
are sustaining because of this cross-border flow of dol- 
is of significant magnitude. It has the potential and 
eed it is in the process of doing long-term damage to 
economy. 
Cross-border shopping is really only a symptom of a 
er problem of uncompetitiveness that we are facing fairly 
tely in this province right now. I think as lobbyists we 
hearing an awful lot from our retailer members, and it 
‘ven getting beyond the retail sector. Of course, that is 
- the front line and this will trickle back into wholesale, 
nufacturing, service, communities, where the base for 
community collapses and on and on. 
I think we have heard a lot of rhetoric from politicians. 
sre has been a lot of taking of potshots at free trade, 
netary policy, whatever basically is not their particular 
donsibility, pointing the finger at another level of gov- 
ment, “It’s their problem.” Well, naturally, it is all of 
problem, and this type of rhetoric is not particularly 
pful. It is also inaccurate, because on the basis of our 
2arch and others it is policies that are being pursued by 
levels of government that are causing the problems for 
inesses. As a result, the solutions require co-operation 
ng levels of government as well as a little more re- 
nsibility-taking by each level as to what it can do in its 
n bailiwick. 
I have divided up our recommendations, if you will, 
action into long term and short term. Some of them I 
pect you may have heard before. 
The short-term possibilities, which naturally to some 
ent are things we can see some result from in a reason- 
y short period of time—the first thing in Ontario right 
v is not to increase the cost of business. The problem 
have is a cumulative effect of taxes, interventionist 
vernment policies, payroll measures, legislation which 
ses costs on business, higher wage costs, etc right 
wn the line. The best thing to do in the short term is not 
make it any worse than it already is. It is terrible right 
w, and I think this is showing very clearly that this is an 
smal situation. 
I think too that a lot of seemingly well-meaning poli- 
s by governments are believed to be aimed at the large 
porate community. Inevitably what we find is that the 
all business community ends up paying for them. It 
mld not be believed there is this wealth of ability to go 
st the corporate community or the business community. 
2 differential effects between large and small are signifi- 
it. Of course, the interesting thing about small firms is 
t they do not have the options that large firms do. As we 
yw, large firms have a tendency to move out of the 
intry, move their profits elsewhere or whatever. Small 













firms do not have that option. They more frequently just 
go out of business and I do not think any of that is particu- 
larly desirable for anyone. 

As I heard Alisdair McKichan mention in the previous 
presentation, we sure do not like the GST. You probably 
know we fought it pretty vociferously as an organization. 
On the other hand, we have it now and it is causing all 
kinds of grief. So we would say that although we prefer 
not to have it at all, we feel that since we are stuck with 
this thing, at least for the next little while, harmonization 
of the GST with the PST has to be a main priority of all 
governments across Canada. 

It is interesting to note that in Quebec, where they have 
sort of harmonized it, and in Saskatchewan, where they 
have also harmonized their provincial tax, there are discus- 
sions under way right now on the collecting of the harmo- 
nized tax at the border. Again, this is really putting a 
Band-Aid on the haemorrhage, but to try to discuss short- 
term solutions, I think we do have to look at the odd Band- 
Aid. 

I think there is another thing that Ontario can do. In 
Ontario, we have over 40% of the national economy. To 
pretend that Ontario does not have an impact on monetary 
fiscal policy at the federal level is just folly. Of course it 
does. As a result, keeping our finances under control in 
Ontario, and as a result not pushing inflation or not pushing 
interest rates federally—I do not like what John Crow is 
doing, I do not think anybody does, but we do not have to 
make it any worse than it already is. Naturally Ontario, with 
such a large chunk of the national economy, is a major player. 
That is another positive thing to consider in the next little 
while. 

I think in the long term there is no question that we 
need to look at a major review of all our tax policies in this 
country at all levels. I know Ontario is undertaking a partial 
look along those lines. We are sorry they are not looking at 
the whole range of taxes. We feel if you are going to 
undertake that major an undertaking then we should be 
looking across the board. 

Certainly, when we talk about competitiveness and 
business competitiveness we are looking at governments 
having to be competitive as well. The government sector is 
not a particularly productive sector of the economy. We do 
not export government services. As a result, when we are 
looking at productivity as a nation and competitiveness, 
and basically our own standard of living down the road is 
what this all translates into, government competitiveness 
has to be looked at. Our current constitutional discussions 
may well result in a downsizing of government, maybe not 
quite in the way we all would have chosen, but less of our 
productive capital going to finance government is a desir- 
able outcome in all jurisdictions. 

I think too, as Pierre’s data clearly showed, the pushing 
of costs off to the local level might seem expedient in the 
short term. The impact of it tends to hit the small business 
community disproportionately. We saw that pretty clearly 
with the market value reassessment activity in the Toronto 
area last year. The people hit most quickly and in such a 
large measure were the small firms; we find that regularly 
with these local tax issues. 
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In summary, the cross-border problem is really just 
proof positive of the kinds of conflicts that arise when 
policymakers try to pretend they can ignore market forces. 
Canadians are voting with their feet right now. We view 
what they are doing really as a form of tax protest. They 
cannot take it any more. The system is stretched to the 
limit and obviously it is a vicious cycle because the more 
money that leaves the country, the less we can afford those 
programs we would like to retain in Canada—better social 
networks and so on and so forth. 

So if all governments would stop pointing the finger 
and blaming the other guy, whether it be the other level of 
government or whatever, and start to look co-operatively 
for some solutions, both within our own jurisdiction and 
with other levels of government, business, labour etc, I 
think we could start to address some of these problems we 
have discussed today. 

I would be happy to take any questions or discussion 
you have at this time. 


Ms M. Ward: I have a simple question, or I think it is. 
I would just like to ask you to explain that table, either 
table 1 or table 2. I saw this in another presentation and I 
do not understand the varying percentages. If you look at 
table 1, Toronto is shown as 100%. But why is there the 
variation between the other businesses in Buffalo? Variety 
stores show 55%, drugstores 70%. What is the basis of 
that? I did not understand that chart. 


Mr Cléroux: It is based on a statistical firm, an aver- 
age firm that we took from Statistics Canada. For example, 
if in one sector there are more people because it is more 
intensive, like a shoe store—they have more people selling 
shoes than in a clothing store, for example—the payroll 
tax will affect them more. That is why in each sector you 
could have a different impact from the different taxes. If 
their profit in that sector is higher, the income tax will be 
more important for them than for another sector, so it is 
really because they represent a typical firm. You have a 
typical firm of 12 sectors. That is why it is different. 


Ms Swift: Also, 100 was the index. 
Ms Ganong: Comparable to the Canadian, then. 
Mr Cléroux: Yes. 

1700 


Ms Swift: I was just going to say that it is random. 
You can choose Buffalo as the index too. It is just an index 
measure, So you are really saying it is sort of in percentage 
terms. You would of course find differences if you com- 
pared the Toronto shoe store to the Toronto hardware store, 
but just for simplicity’s sake we set that at 100 to regular- 
ize it, that was all. 


Ms M. Ward: Okay, that answers my question. 


Mr Sorbara: Just as a preliminary matter, I was inter- 
ested in your comment about government services not 
being something that we export. Some of us are willing to 
trade the member for Guelph for your 25th draft choice, if 
you could just let us know what it is. We could make a 
deal perhaps after— 


Ms Swift: Probably get an antidumping ruling or 
something on that. 
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Mr Sorbara: Ruth Grier will tell you where to d 
it too—my riding. 

The Chair: That is a sore point here. Let’s just f 
dumps. 


Mr Sorbara: One other collateral matter: You 1 
tioned your top priority was for governments to stop 
loading things on to the sector that you represent, bec 
even if you just did that, it would be viewed as some re 
On that point, the government today announced a prog 
to guarantee all wages where businesses go into b 
ruptcy or are in receivership or are abandoned. I am y 
dering if the Canadian Federation of Independent Busi 
was broadly consulted on the preparation of that propo: 

Ms Ganong: Yes, we were. This government has | 
consulting us to death. I have never sat in so many cor 
tations as I have this past winter with this governn 
Yes, we were consulted. 


Mr Sorbara: Are you happy with the product? 


Ms Ganong: As we said in the consultations, we 
ally felt where the solution should have been addre: 
was at the federal government level. When you are tall 
about bankruptcy issues, the federal government has t 
dragging a large portion of its anatomy for the last 
years in this area. If the federal government had g0 
with it, the provincial government would not have nee 
to move. 


Mr Sorbara: One of the reasons why this commi 
is holding these hearings is, believe it or not, as a resul 
the court decision which recently upheld the previ 
government’s bill to regulate Sunday shopping. I do 
want to go through the convoluted method by which 
go from a court decision to a committee hearing o 
certain topic, but all I can say is, welcome to politics. 

Does the Canadian Federation of Independent Busin 
have a position on Sunday retailing? 


Ms Swift: There is no question the things are inte 
lated. They do not have to be and the cross-border issu 
by far the larger issue, if we want to measure it from 
economic perspective. However, it is being looked at. ] 
high time. If it happened to Sunday shopping, so be it. 

We are as split as the retail council, typically. We hi 
a lot of membership similar to the retail council. Also, | 
for your information, we are doing some updating of 
own research work and our own data. As you know, 
poll our members to death on everything under the sun; 
we are doing an update because we wonder if the Sun 
Shopping situation has thrown a new wrinkle. We are j 
in the process of doing it, so we do not have hard numb 
but we will, probably, in two to three weeks. 

I think we are going to see a softening of opposition 
Sunday shopping, but it is like the lesser of two evils. T, 
is really the only way to look at it. The large proportion 
small retailers are not in favour; they are often family bu 
nesses. I am sure you have heard all those arguments. Th 
are not in favour of open Sunday shopping. They tend 
find it increases their costs and their revenues do 1 
change. They maybe just grasp on to a bit of market sh: 
that they would lose otherwise, so there is really no ine 
mental advantage to that. 











However, right now we have the case where if your 
market share is moving across the border, it is a different 
pall game. Again, I should have some better information 
on this about three weeks down the road. We think it might 
pe softening in terms of opposition, not because they like 
Sunday shopping but because they feel that loss of busi- 
hess to them, and ultimately perhaps the loss of their own 
yusiness as a result, is a worse outcome. 


; MrSorbara: Without having polled your members on 
\his subject, and I appreciate how important polling is to 

e CFIB, the government, in its wisdom or lack thereof, is 
yonsidering the designing of sort of fictitious borders to 
dentify border communities and grant them an exemption 
jo alaw which would otherwise close all stores on Sunday. 
| My first question is, how do you think your members 
vould feel about that? And notwithstanding how they 
night feel about that, where would you recommend the 
yorder be drawn to identify border communities that 
vould be exempt from a Sunday closing law and commu- 
jities that would not be exempt? 


| Ms Swift: There is that type of policy. It has abso- 
lutely no foundation in economics or any kind of justifica- 
jon in our view. We have not specifically gone to our 
‘aembers on it because we have not had reason to, but all 
hat kind of thing does is move the border. It just shifts the 
sorder from a Canada-US border to a Hamilton-Toronto, I 
lo not know, whatever you want to talk about. 

| I would suspect—and I never like to second-guess our 
‘nembers, they do surprise us from time to time so we have 
0 be careful, of course—that measure is just a non-starter 
d the maldistributive effects it will have even within the 
Yanadian retailing community are enough reason not to 




















vi 































_ Mr Sorbara: Is there any other way your members 
yould distinguish between those businesses which could 


ership tends to oppose on principle in every other area, I 

eally cannot see the principle behind it being a workable 
e for our constituency. 

| 


Mr Sterling: Thank you very much for coming here. I 
juess I have difficulty with all of our reluctance, including 
i usiness, to criticize government spending regardless of 
yhat good or social benefit it might have to one group or 
‘nother at this time in our recession. I have seen this gov- 
mment make two steps in the last week which have spent 
ver $200 million of additional taxpayers’ money. One 
yas the unilateral decision by the Ministry of Education to 
hove into integrated education without any consultation 
vith the teaching profession, by withdrawing from a law- 
jait in the Ottawa area. This means that in the future, 
jandicapped students are going to have the opportunity to 
0 to their local schools and incur all of the costs associated 
ith providing that social service, a very difficult thing to 
gue against as a politician and as a caring human being. 
Notwithstanding that, it is going to cost a significant 
‘mount of money. I do not think anybody believes the 
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provincial government is going to pick up all of that tab for 
that kind of expenditure, and you can continue to expect to 
see your municipal taxes go higher as a result of it. 

The second one was the announcement today about the 
wage protection fund, which is $175 million. 


Mr Sorbara: Much more than that. 


Mr Sterling: That is what their figure is. Notwith- 
standing my concern about the protection of wage earners, 
etc, we have not seen the details of it so it is very early to 
try to judge it. It concerns me that we continue to create 
social expectations at a time when we are seeing in this 
committee that we are not competitive with the social ex- 
pectations we have already provided. I would like to hear 
them say, “We’re going to cut $175 million from some 
other social program.” Then it would be acceptable to me. 


Interjection. 


Mr Sterling: No, that is your job. You are spending 
the money, you have to cut the money. I am referring to the 
government. If it wants to spend more money, then I think 
it has the obligation to do the other end of it. 

I found table 2 on the Thunder Bay-Duluth tax com- 
parison interesting because the differences were not nearly 
as great, of course, as the Buffalo-Toronto. We have had in 
front of our committee, and I had met with, the Northwest- 
ern Ontario Associated Chambers of Commerce, I think, 
two weeks ago. They were talking very much about the 
cross-border shopping between Duluth and Thunder Bay. 
The border is 65 miles, but Duluth is 200 miles away, so in 
effect the border is 200 miles away in that whole area. 
When I look at the comparison in table 2, the tax compari- 
sons do not seem that great, yet they seem to have a signif- 
icant problem there. What are the other causes that are 
making people go? Why is the price cheaper in Duluth 
than it is in Thunder Bay? 
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Ms Swift: The other thing I should mention, by the 
way, is that what we are looking at is the tax cost to the 
firm—what gets built into their prices, in other words. So 
it would not include sales taxes, it would not include GST 
or PST, just as part of an answer to that question. 

The other factors, naturally, are the ones that we did 
touch on very briefly earlier. There is no doubt that the 
relatively high value of our dollar and high value of interest 
rates in Canada versus the US are two biggies in terms of 
affecting all businesses, both their cost of doing business 
and the inducement for consumers to go across the border. 
They are not unique to Thunder Bay there. They are every- 
where, naturally. The tax part is the part that we wanted to 
point out as one actionable area by all levels of govern- 
ment. I think we have less control, really, in our current 
environment, over interest rates and our exchange rate. 


Mr Sterling: There was a suggestion made to me by 
some members of the Northwestern Chamber of Com- 
merce in private discussion that the retailers in Thunder 
Bay were really just not competitive enough, were not 
sharp enough in their business practices. 


Ms Swift: We have heard a lot of this, and frankly, I do 
not see too many people who say that, running businesses. 
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Our members really do not have a whole lot of sympathy 
for that kind of remark. 


Mr Sterling: I do not imagine they would. 


Ms Swift: Because a lot of them are scrabbling, have 
cut things to the bone, and they are finding a lot of the 
problem is what is imposed on them by various levels of 
government. They find they have got two hands tied be- 
hind their backs. 

I am sure you could always find a firm that is not an 
effective marketer in Canada; and you could find very, 
very good retailers who are very competitive and sharp, 
etc, in Canada and the US. So I find that a real copout, 
frankly, because although there is a little fiddling around 
the edges—we can do with things like marketing sharp- 
ness, whatever you want to call it, as the data that Pierre 
presented showed pretty clearly, when your price is so 
significantly different; and I have seen some of the other 
testimony you have heard from John Winter and other peo- 
ple, where you have got massive differences, the wholesale 
price in Canada is incredibly higher than the retail price in 
the US—that really does not hold a lot of water in the big 
picture. That may be 1% of the problem. 


Mr Cléroux: Taxation does not only affect retailers, it 
affects all levels of industrial sectors. We did another study 
which compared the tax burden of Ontario, Quebec, Alberta 
and BC, and you can see that manufacturers in Ontario 
support the highest tax burden in Canada. So if you manu- 
facture something here you pay more tax, and you sell it to 
the wholesaler, who pays more tax, who sells it to the 
retailer, who pays more tax. At the end, it makes a big 
difference in the price. 


Mr Sterling: Yes, so the retailer is going to get hit 
almost three times. You have focused on tax comparisons 
in your presentation. How much of the cost of business 
does that represent? Have you got any estimate of that? 
Even with the layering? 


Mr Cléroux: No, it is difficult to know. It varies 
across different sectors, and we do not have any data on 
that. I look around and it is really difficult to assess, but it 
could be significant, especially for the small guy. 


Mr Sterling: It really makes a difference— 


Ms Swift: I would say between a third and a half 
again, depending, because there are all kinds of sensitivi- 
ties to payroll taxes and so on. I am sure those data are 
available. It is just that we have not crunched them lately. 


Mr Sterling: Pierre, I would like to see that other 
study if you would give me a copy of the one comparing 
the taxation rate across Quebec, BC and Ontario. Thank you. 


Mr Sutherland: Your comment about how people are 
protesting with their feet against high taxes was interest- 
ing. I was wondering, if you told all these people who are 
shopping across the border, “Look, okay, we can cut down 
on the taxes, but then you have to pay for the health care 
yourself, you have to pay for the other benefits, the envi- 
ronmental standards, the occupational health and safety 
standards.” And in terms of that, “Oh, by the way, if you 
decide to continue shopping, you can forget about your 
local businesses supporting your son’s and daughter’s 
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hockey team and baseball team and you can forget al 
raising the money in the community for the commu 
complex or the hospital campaign” — 


Mr Sorbara: You are talking about giving ther 
lecture. 


Mr Sutherland: No, the fact is that I do not belie 
lot of people are realizing the impact... 


Mr Sorbara: You should legislate a little lecture 


fore everyone crosses the border. 


Mr Sutherland: I will let you comment. 


Ms Swift: Out of curiosity, I have done a fair bi 
media on this issue and have been on some national shc 
And I have never got so many letters from angry pec 
asking me what right I have to say to them—mind yor 
has been a little exaggerated by them perhaps, but pec 
are very defensive about this issue. So I think a lo 
people, more than you might think, make that connect 
They know in the final analysis it is hurting their econo 
You would really have to be a fool not to—to think | 
you can spend millions and billions of dollars. So I tk 
that connection is being made. It is being made more 
more and more of course as this problem gets more pu 
profile. 

But in the final analysis, if you are out of a job, if 
trying to get by on a low income—I was just listenin 
somebody who was unemployed in Vancouver and t 
were saying, “Boy, I am so glad I live close to the 
border because I can really save money.” And you kn 
that is the circularity of this problem. 

You can do all the moral suasion you want, whicl 
really what you are talking about. And most people mi 
not want to admit it, but I think deep down they m 
those connections. But that short term advantage of pay 
less and what not overcomes that. That has not happe 
to them yet. Right now they are enjoying low prices 
free health care, so in their current reality that is nc 
factor and it is not changing their behaviour. Quite 
contrary. As this gets more publicity, more of it seems 
happen. So I do not know. I wish it were that easy, but ] 
not think it is. 


Mr Sutherland: You talked about the issue of 
petitiveness. I guess your view would be then, based 
the information you provided here, that in retailing— 
necessarily manufacturing but in retailing—price is 
key difference? 


Ms Swift: Sorry, in terms of price of the final prod 
or— 


Mr Sutherland: Yes, in terms of price as the | 
factor— 


Ms Swift: Certainly these slides seem to have ir 
cated that it is the compelling factor in the cross-bor 
shopping issue. That implies the price differential is 
great that it overcomes any other benefits people may s 
You may buy something at a 50% reduction in price if 
quality is a little bit less, say 10%, if your service is 1 
less and so on, but you would not buy something that y 
only 10% less in price. I think what that indicates is 
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price is the only factor but that the price differences in 
instance are so enormous they overcome the fact. 

We saw that in Canada they feel they get better quality. 
y get better safety and better cleanliness and all these 
is of things. It is not enough though. Obviously price is 
erent enough to drive them across the border. So 
ibe if the price differential was 10% we would not have 
oblem. But given that in some cases it is 100 to 200%, 
have got a major problem. 


Mr Sutherland: It is interesting to note in this survey 
ut how people feel they are friendlier in the United 
es. That goes against the general thought that Canadi- 
are friendlier than Americans. 


Ms Swift: I do not think that is a general thought, is 
4 lot of polls have shown that they think Canadians are 
of. 


Mr Sutherland: Okay. One other question, in the area 
axes and particularly municipal taxes—I am not famil- 
with how much education taxes the businesses in the 
ted States are paying. Is there any comparison and do 
have any of that information? 


Mr Cléroux: On the graph we show that we see the 
erence. I think what you want to know is, how much 
there is at the municipal level here compared to— 


Mr Sutherland: Yes, for businesses paying education 
in comparison to businesses here. 


) 


Mr Cléroux: It is very difficult because it really de- 
ds on the city. In Ontario and generally in Canada the 
vince will structure the tax that the city can charge, but 
he US it is more free. At the city level you can have a 
$ tax, school tax, garbage tax, property tax. But generally 
it we saw from this study is that the level of property 
is a lot lower because the contribution they have from 
central government is more important. 

What we see in Ontario and also in Quebec and British 
umbia and other parts of the country is that the federal 
ernment cuts its transfers to the provincial government 
the provincial government cuts its transfers to the mu- 
pal government. What I would like to say is that it 
reases the tax by the back door. That is really what they 
and why we are seeing more and more difference be- 
n the municipal tax here and in the US. 


Mr Fletcher: Just a few comments and a few questions. 
far as cross-border shopping is concerned, this is not new. 
id not just start yesterday. It has been going on for quite 
hile. In fact, I remember when I was younger, which 
; not that long ago, a lot of people I knew were skipping 
yn to the United States, just across the border, to grab— 
ally it was beer, but other things. That was 18 or 19 
TS ago. 














Ms Swift: It is just the volume. 
Mr Fletcher: It has started to overflow now. 
‘Ms Swift: And frankly vice versa. 


Mr Fletcher: When did it really start picking up? 
out what year? 





Ms Swift: Two and one half years ago, roughly. If you 
want to track in a time-trend type of thing, it really did 
move a lot with the exchange-rate changes, because we 
had an 82-cent dollar, for example. I think that is the inter- 
esting point. You know that the exchange rate and interest 
rates and those kinds of things fluctuate; they are very 
cyclical. They will come back down again and this prob- 
lem will to some extent abate. But I think the important 
thing to think of from a policy perspective is the underlying 
structural burden that we are putting on our economy, on 
businesses—on consumers, for that matter. They are get- 
ting hit pretty hard with taxes at all levels too and have less 
to spend. So all of this is cumulative. 

You have these fluctuations of exchange rates happening 
while your overall trend is a sort of creeping growth in the 
cost burden to your economy. As a result, over time, you 
get more and more vulnerable. Now we have a relatively 
high exchange rate, we are a lot more vulnerable than we 
were back in the mid-1970s when we had an exchange rate 
over $1. We did not see the same haemorrhage then as we 
are seeing now, because we are just that much more vul- 
nerable. We are also right in the middle of a recession. So 
we have absolutely everything working against us at the 
same time right now. 


Mr Fletcher: About two or three years ago, the actions 
that were being taken by the provincial government, in 
combination with what was going on, have now come to a 
point where there is a— 


Ms Swift: That is true. All levels of government over 
the 1980s—it was not that the 1980s were unique in this 
respect; I think we just saw more of it in the 1980s. We 
had a period of economic growth as a province and even as 
a country through most of the 1980s, since about 1983. 
What we saw was that governments, instead of using that 
period to get our fiscal house in order, to pay down debts 
and so on, used it to expand government, to increase ex- 
penditures, to make forays into areas of the economy they 
did not make forays into before. Then the economy turned 
down and we still have a fixed cost burden attached to all 
those programs as well as high taxes to pay off those debts 
that did not get taken care of in the good times and so on. 

So there is no question, we are paying now in spades 
for policies that have been pursued by governments at all 
levels through the past decade and, for that matter, the past 
30 years. 

Mr Fletcher: So if we did nothing—and some people 
say that is what we are doing—if we did not do anything 
when it came to raising taxes or anything else, that would 
not alleviate the problem? That would not fix anything? 

Ms Swift: It would not alleviate the problem. We need 
some serious tax reform. I would certainly rather do it in 
an environment before our economy has collapsed. You 
see the federal government’s most recent budget, and you 
wish they had scope to give some fiscal stimulus to the 
economy. They do not have it because they are just up to 
their eyeballs in debt. And provincial governments are not 
exactly exempt from that either. So you see how ham- 
strung we become. You are forced to take solutions at the 
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times you do not want to take them, and in more extreme 
ways than you would like to take them. 

So I am saying the do-nothing approach is a short-term 
minimum. Do not make it worse. It is already severely 
bad. Of course, making it better is the ideal solution, but 
we are not neophytes in this ball game. We do not think we 
are going to see tax decreases in the next six to eight 
months. By tax, I do not just mean income tax or sales tax. 
I mean payroll taxes, things that cost business money, and 
that can be any kind of interventionist policies right across 
the board. So no, doing nothing is not enough, but it is 
better than doing something negative. 


Mr Fletcher: As far as cross-border shopping is con- 
cerned, if I were to go across the border to buy groceries, 
the store I am buying them from in Detroit—I cannot re- 
member the name; I know they are affiliates or subsidiaries 
of companies here in Canada. The money is going to the 
company. The company is not suffering. I am still spending 
my money with the company that owns the store. 


Ms Swift: Is it a Canadian-owned company? 


Mr Fletcher: No, it is part of the US conglomerate 
that owns most of our stores anyway. 


Ms Swift: Not in our constituency. 


Mr Fletcher: I know what you mean, but when I am 
saying “groceries,” I know that Zehr’s has branches in the 
United States. 


Ms Swift: A Canadian sub or whatever. 


Mr Fletcher: Right. And so if I am doing that—and I 
was talking to a person who is setting up shop in the 
United States and he said that his startup costs are 150th of 
what it would cost to start up here. That is why they are 
setting up shop down there, and yet they are going to 
continue to live in Canada and just operate their store 
across the border. 


Ms Swift: There are some firms doing that. For your 
information, we have a survey out right now on trade is- 
sues generally, and we are actually asking our members— 
we know we have heard anecdotal stuff, but we want to be 
able to quantify it—“Are you considering setting up an 
operation in the US or elsewhere?” The US is the most 
likely venue. And yes, that does happen. Let’s face it, we 
hear from our members that they are willing to pay a pre- 
mium to stay in Canada, but it is like the price issue for the 
consumer: Once that premium gets beyond a certain break- 
ing point, they either have to go or not stay in business any 
more. It becomes a crunch issue. We are starting to hear 
that the crunch is being reached now; it is no longer that 
20% differential they are willing to pay because they want 
to stay in Canada. They just cannot stay in Canada and 
continue in business any more. When you get to that point, 
you know, we are in big trouble. 


Mrs Sullivan: I am very interested, as we go through 
these hearings, in the discussions relating to the competi- 
tive factors attached to decisions that ultimately purchasers 
make in going across to the States to buy merchandise. | 
have looked at several studies and I note that your study 
concentrates particularly on tax competitiveness. There are 
other factors that other economists have looked at, adding 


them to the tax factors, including the cost of health 
the cost of workers’ compensation, the cost of hydr 
example. What they show is that, on a cost-compa: 
basis for the basic economic facts, there is more of a con 
tive factor than you would believe by just examining tax 

There are several major economists, not the lec 
which is the Toronto-Dominion Bank, which have lc 
at that issue. I think Coopers & Lybrand have done a: 


_that is comparable, and I believe the feds have as well 


Ministry of Treasury and Economics has been makin, 
kind of a study for a period of time. 

We understand the argument of the CFIB and tl 
one particular sector of input that CFIB members are 
concerned about. I think the Toronto-Dominion Banl 
said that tax structure is verging on being uncompetiti 
part of the full component of costs and that any addit 
steps would put the tax factor right over the edge. Yo 
Saying it is already over the edge and there is still ; 
discussion there. 
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If we look at all those factors, I would like to have 
comments on what studies CFIB has done in relation t 
other costs. If your conclusion is that the other costs imy 
by governments do indeed add up to a competitive f: 
then what other areas provide the problems? I hear 
retailers that one is the extremely high cost charge 
wholesalers for goods supplied to them, partly becau 
Canadian standards, whether it is an energy effici 
standard in white goods or CSA standards on elec 
products, or whatever. There is a sense among retaile 
my community that a lot of the distributors and wholes 
are gouging. I just wonder if you would like to go from tl 


Ms Swift: I am aware of the other studies that. 
been done. We never would presume to say that tax i 
any stretch the only factor. It is one, and it is one tha 
chose to hive off in this particular study. We will cert: 
be doing more work to look at the wider factors. It 
happens to be one, though, where you can say, “Okay 
actionable in this way,” whereas things like the exch 
rate and interest rates are driven not only by dom 
factors but by international ones. We have control 
point, but we certainly do not have the control we | 
over Our Own tax levels. That was one reason we dec 
to focus on it. 

Also, I think you should keep in mind that studies 
the Toronto-Dominion Bank’s and others look at 
macro-picture. We purposely divided out small and 1 
firms because in the macro sense you may find X’ 
competitive, but it is the differential between small 
large firms that is very interesting, and without excep 
small firms bear a proportionately higher burden. TI 
are a lot of reasons for that. 

Part of it is simply the same reason that the mi 
class pays the brunt of personal income taxes, because 
is where all the numbers are and they have less mobi 
As you probably well know, if you tax a large corpora 
more, especially if it is a multinational, especially if it 
foreign-owned multinational, it just cooks its books 
shifts its profits somewhere else and you end up actu 
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ing less revenue for government as a result. The small 
iness community is a much more captive, vulnerable 
ket for taxers to get at. 
In terms of wholesale prices, I was quite intrigued by 
data that Winter came up with recently where he just 
se a few product categories and tracked their evolution. 
re are a lot of things that affect what a Canadian retailer 
.. We have members in the wholesale industry, too, of 
rse. We have members right across the board and none 
hem is exactly rolling in dough these days either. I 
ild be interested to see if American wholesalers are 
laps gouging Canadian wholesalers. 
I think we have to realize too that we do have a smaller 
nomy. We do not have the same economies of scale; we 
er will. We never have, either, so that is not a new 
iment; that has been around for ever. That is not a 
sal factor, but it is a contributing factor and it is part of 
reason why we usually tend to have a dollar that is 
ied lower than the US dollar. We do have certain cost 
dvantages in this country—low population, large geog- 
ry and all that kind of thing—which we are probably 
ays going to have. 
I do think there is undoubtedly some gouging going on 
> or there. I suspect there is never a time where there is 
I do not really have particularly good data on it, but 
are pursuing some of the Winter analysis; it just in- 
ued me, because I do not know the answer. I know part 
tis the third-country tariff. I know there is a difference 
many areas, the tariff we pay in Canada versus the 
erican competitor’s much lower rate, so naturally our 
is at a disadvantage right off the bat. And the chain of 
ribution issues and so on are all important contributing 
yponents, no question, but I do not have an answer as to 
sre the gouging is most predominant right now. I just 
w that all businesses and all sectors are struggling 
er desperately in Canada right now, so I cannot imagine 
body is really raking it in in a big way. 
Mrs Sullivan: Probably this issue has been exacer- 
-d by the recession and may be seen as an easy out, as 
l, in terms of the identification of an issue that retailers 
point to. Clearly the evidence is that the increase in 
ss-border shopping has had an enormous impact, but 
1e of the decline in the retail sector may be related to 
recession as much as to cross-border shopping. 


Ms Swift: No question. It is the worst possible time 
everything to be going in the same direction. There is 
Joubt it is a cumulative impact. 


The Chair: Just while you are talking about econo- 
s of scale, one of the big selling points of the free trade 
1 was that Canadian businesses were going to be able to 
> advantage of economies of scale. In my riding, I met 
1 a manufacturer. He has been told that the parent com- 
y will not allow his branch plant to compete in the 
erican market with the product that it makes there. So he 
no economies of scale. He is confined to the Canadian 
‘ket by a dictate from the parent company. Have you 
e any kind of studying or matched any of that kind of— 


Ms Swift: Not really. Naturally, we do not have any 
sign-owned multinationals in our membership. One of 























our membership criteria is the firm has to be Canadian- 
owned. I have heard that, talking with people in other 
business associations who do represent some of these 
larger firms. I do not think that is typical. In most in- 
stances, business is business. I know of some instances 
where it has turned out, for whatever reason—maybe there 
is a plant already there or whatever—a US plant has been 
shut down in favour of the Canadian location. So I do not 
think it is universal. 

There is no doubt, however, that free trade and then 
cranking the dollar up to 87 cents was just unbelievably 
ludicrous policy-making, because all businesses were 
predicating how they would deal with the free trade agree- 
ment on roughly the value of the dollar that prevailed at 
the time, which was around 82 cents; ideally, maybe even 
an 80-cent dollar, a little bit less. 


The Chair: Sorry, the dollar in 1987, when the free 
trade deal was signed, was 72.5 cents. 


Mr Sorbara: That’s right. 
Ms Swift: Was it that low? 


The Chair: Yes, it was 72.5 cents. And what is inter- 
esting is that the central bank rate went up the Thursday 
after the free trade deal was signed. It started to climb and 
it has stayed climbing ever since then. 


Ms Swift: Except for the last six to eight months or so. I 
do not subscribe to that kind of paranoia. 


The Chair: I think I have one question left with Mr 
Mammoliti. 


Mr Mammoliti: You mentioned earlier that in your 
opinion 95% of the public—I believe it was—know the 
damage they are doing to the economy by shopping across 
border. Do you believe that we can work on their guilt 
perhaps, somehow? Perhaps advertising of some sort may 
be a solution. I do not know. 


Ms Swift: I do not think it is a bad idea to expand that 
awareness as reasonably as possible, but still and all, 
knowing human nature, you know the big picture but what 
you do is what you do. As I said, I have been amazed at 
the very negative mail and phone calls from consumers 
who have heard me say—not necessarily that they are 
doing the wrong thing. You know what is motivating them 
and in many instances you have a lot of sympathy, because 
these are people who are out of jobs, who are operating on 
a fixed income if they are elderly, and so on. So you under- 
stand what is driving them to do it, but like I say, they get 
very mad at you for suggesting they are unpatriotic and that 
kind of thing, if that is the way they read it, and some have. 

This sense of protest, “I’m not going to take it any 
more,” is definitely out there in the consumer community. 
Our retailers are hearing it, post-GST in particular. That 
was a real sort of lightning rod. Things were bad before 
then, things have been worse since and they are hearing: 
“I’m not paying the GST. I’m going across the border.” 

So I do not think increasing awareness is a bad idea at 
all, but I think people are aware, and the more you try to 
work on that guilt, I think they will just resent you, to be 
honest, rather than change their behaviour. 
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Mr Mammoliti: Thank you for answering that. Has it 
increased substantially since 1 January, since the GST has 
come in? 

Ms Swift: We do not really know, because some of 
the data are a little slow to come. Interestingly enough, 
coming down here today I just took off the wire at the 
office, “Sales at department stores tumbled in February 
after falling sharply in January, Statistics Canada said.” 
These are national figures. 


Mr Mammoliti: I personally think it has. 
Ms Swift: Gotten worse? 
Mr Mammoliti: Gotten worse. 


Ms Swift: I think it has too, on the basis of anecdotal 
evidence. I just do not have a nice neat figure that it has 
gotten X% more. 


Mr Mammoliti: That brings me to my next point. 
You mentioned earlier that we should not be pointing the 
finger, and I really believe that we should. 


Ms Swift: Okay, let’s say, not exclusively point the 
finger. 

Mr Mammoliti: Let me finish. I believe that we 
should be pointing the finger. I believe that we have 
touched on three or four different areas that pertain to the 
federal government and what it has done to make this 
problem worse. Interest rates, the federal cuts and taxes are 
just examples of what we talked about. 


Ms Swift: That is fine. We know you are going to 
point fingers because you are politicians and that is what 
you do. 

Mr Mammoliti: But at the same time— 

Ms Swift: Exactly. 


Mr Mammoliti: —we do have to work together, and I 
am not convinced that the federal government wants to 
work with us. I am not convinced of that. 


Ms Swift: In what respect? How do you mean? In 
harmonizing the GST with the PST? 


Mr Mammnoliti: No, in anything. Let’s take the federal 
budget, for instance, and all the cuts that they have made. 
That proves to me they do not want to work together with us. 
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Ms Swift: We do not say the political challenge is a 
small one, and we are very critical of what the federal 
government is doing too, as you probably know. That is 
fine. I guess what we see, and what our members certainly 
see—because they are the ones who are losing their homes 
and their businesses and something they have worked on 
for 20 or 30 or whatever years—is a lot of politicians 
pointing fingers with a lot of political rhetoric. No one is 
without sin in this particular area and in the whole broad 
area of economic policy. So pointing fingers is fine, but let 
us not do that exclusively. 


Mr Mammoliti: It is just a comment, that is all. You 
mentioned it and I just threw that out because I feel guilty 
- not pointing fingers. 

Ms Swift: We would never want that to happen and 
we would never expect people not to point fingers. 


Mr Sorbara: Just one final comment, Mr Chai 
because I am just sitting in on this committee. If our g 
and our witnesses care to comment after, I would apy 
ate that. I have appreciated their testimony so far. 

It arises from the comments that you were makin 
Chairman, about that manufacturer who is a subsidi 
think you are right, and increasingly with the free 
agreement there is, among trans-nationals, going to 
dramatic rationalization of one North American marl 
may be that a Canadian branch of that trans-nationa 
an opportunity to bid on supplying an identified porti 
that North American market, but it may well be th: 
subsidiary or component of the company does not g 
Opportunity to bid. I think the unfortunate reality ¢ 
free trade agreement that we are saddled with now i: 
the opportunity to bid and to participate in supplyin 
North American market will be based on competitive 
and in a market that has in one jurisdiction 26 m 
people and in another market 250 million people, w 
going to have to look at issues on competitiveness. 

That comes right down to the question of cross-b 
shopping, to the extent that the indicia of competitiv 
are way out of whack. The problem of having to sto] 
talk to a customs official is not going to be a signif 
impediment to the decisions that consumers make, 
cleanliness and security are going to be minor issues 
the harmonization of hours, the harmonization of stan 
are things that we are going to have to be confronted y 

It. was, I think, central to the free trade debate wh 
was going on in Ontario and Canada that our social 
dards would be threatened, and we are going to see 
happening; and our safety nets were going to be tt 
ened, and we are going to see that happen, becau: 
some respects there is a growing concern and gro 
belief that we cannot afford them any more becaus 
very economy is threatened. I do not have any answ 
that other than, on the issue of cross-border shoppi 
think it is crucial that we start looking at reasonable 
dards, given the marketplace that we really are in. 


Ms M. Ward: In terms of taxation, I am looki 
your charts here and I think one of the things that the 
Tax Commission will be looking at is different typ 
taxation and what is funding what. It seems to me t 
shift from local municipal taxes to income—you kn¢ 
buck is a buck—would certainly be very benefici 
small business. Overall, you cannot expect to chang 
picture as a whole, because you cannot reduce the am 
of money, but would you agree that it would be bene: 
to small businesses? 


Ms Swift: Yes, that is the main point we found ir 
research, that really the main reason small busine 
ended up paying a higher dollar overall in taxes was 
they had this higher component of income-insens 
taxes, in both local property taxes and payroll taxe 
does not matter if you are not making money. You d 
pay income taxes but you sure pay all those other t 
There is this stable chunk. Now, mind you, that is 
governments like them, because you can forecast the 
come stream. Why do you think the GST has so n 
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sal? It is hard to escape paying it. That is the same 
z with payroll taxes. So from a government perspective, 
rally, the downside is that in a downturn you get much 
e of a hit on your revenues. Mind you, in the final 
ysis, do you want businesses around? Presumably, in 
long term, it is more desirable to have a functioning 
1omy than the dips in the recession of tax revenues. 








The Chair: Thank you for your presentation this after- 
noon and your comments. The committee is adjourned till 
next Thursday. 


The committee adjourned at 1746. 
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The committee met at 1008 in committee room 1. 


CROSS-BORDER SHOPPING 


UNITED FOOD AND COMMERCIAL WORKERS 
INTERNATIONAL UNION 


The Chair: We will begin with the United Food and 
nmercial Workers International Union. Tom Kukovica 
Tim Catherwood, if you would begin please. 


Mr Kukovica: Thank you very much. You have a kit 
ront of you where on one side is our presentation and 
the other side you have a photocopy of John Winter’s 
vey which was done in May 1990. And there are some 
sles from newspapers. At the same time, we have given 
a copy of a campaign which our union is doing right 
7 with companies in British Columbia. 

The United Food and Commercial Workers Interna- 
al Union is pleased to have an opportunity to appear 
ore the standing committee on finance and economic 
irs to present our union’s views on cross-border shopping. 
UFCW Canada is Canada’s largest private-sector union, 
resenting some 180,000 members in this country. 
CW members are employed in more than 20 sectors of 
economy, including the retail, service, meatpacking, 
d processing, brewing and beverage production, fish- 
, general merchandising, health care, shoe and leather 
banking industries. UFCW presents more than 70,000 
a and women in Ontario. 

Our union is very concerned about the dramatic in- 
ase in cross-border shopping that has occurred in recent 
nths; not just in Ontario, but all across Canada. We are 
cerned about the damage this is causing to the econ- 
y and the long-term harm that will be caused if this tide 
not be stemmed. 

Cross-border shopping is causing the loss of billions of 
lars of economic activity for Canadian businesses— 
»s for retailers, orders for manufacturers and business 
service companies coming from both consumers and 
er companies. Many thousands of Canadian jobs have 
n lost in the retail, manufacturing and service sectors 
| countless other jobs are threatened. Buying in the 
ited States is reducing the revenues of governments at 
levels, placing new pressures on the already strained 
‘al condition of these governments. 

There are several reasons for the increase in cross-border 
ping: 

The recession that has hit this country and is forcing 
aadians to seek the lowest possible price for the goods 
y consume; 

The high level of the Canadian dollar, particularly 
inst the US dollar; 

High taxes in Canada, especially federal taxes; 

The introduction of the GST; 





The promise of cheaper goods and easy border transit 
that was put forward by the federal government to boost 
the Canada-US free trade agreement, particularly during 
the 1988 election campaign; 

Reduced duties on US-made goods under the FTA; 

Lower prices in the US resulting from economies of 
scale, razor-thin profit margins, currency advantages, 
lower taxes, restricted social programs and the absence of 
regulations, lower labour costs and lower energy costs; 

Lower gasoline prices; 

Reduced enforcement of Canadian laws and collection 
of duties and taxes at the border; 

Reduced confidence in Canada by many Canadians and 
US investment and advertising designed to attract Canadian 
shoppers. 

The increase in the number of Canadians shopping in 
the US has been monumental. This has occurred all across 
Canada at border points from east to west. 

In December 1990 alone, 5.5 million Canadians 
crossed the US border, an increase of 24% or one million 
people over the same month a year previously. Of these 
crossings, 4.5 million were one-day trips. 

At the Ambassador Bridge and Windsor-Detroit Tunnel, 
the number of persons paying duty on goods coming into 
Canada has increased 500% over the past three years from 
April 1988 to March 1991. Fifteen thousand vehicles now 
cross the border in the Niagara region daily. 

In British Columbia, cross-border shopping trips in- 
creased 400% between 1987 and 1991. Statistics Canada 
reports a 15.2% increase in shopping in the US in January 
1991 over the same month in 1990. Sources in US border 
towns are reporting an 8% to 10% increase in sales per 
month. And to see the effect that this is having on Canadian 
sales, one could look at January 1991 when a snowstorm 
hit the lower mainland, all but stopping cross-border shop- 
ping. During this shutdown, Canadian milk sales jumped 
15% to 20%. 

It is hard to calculate how many Canadian jobs have 
been lost because of cross-border shopping. In trying to 
measure these losses, the recession, the FTA and the many 
other causes of job loss in Canada must be considered. 
Losses must be also measured in terms of direct losses and 
indirect losses which occur in related or service companies 
and sectors. 

In January 1991, the Canadian Council of Grocery Dis- 
tributors estimated that Ontario alone was losing $3 million 
per week to the US in grocery sales, and this is translated 
to 1,000 full-time and part-time jobs lost. 

UFCW knows that between June and November 1990, 
202 full-time jobs disappeared at A&P in Ontario. At 
Loblaws, the total number of hours worked decreased by 
3.14% in the period June to December 1990. In both cases, 
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these losses occurred in spite of the brief advent of Sunday 
shopping. 

To these job losses can be added many hundreds of 
workers who have suffered and will yet suffer from lost 
hours of work. In many retail food stores and throughout 
the service sector, workers, often part-time and largely fe- 
male, are seeing the number of hours of work available to 
them lowered by 50% to 75%. 

You have to understand that in the service sector, 75% 
of all the jobs are held by part-time people. So it is very 
hard to measure how many layoffs there are because part- 
timers do not get laid off. The part-timers lose hours of 
work, from 20 to 18 to 15 to 10 and finally to a minimum 
of maybe 4 a week. So it is not necessarily layoffs, but it is 
hours lost. 

Beer sales in Ontario have been hard hit, particularly in 
border towns, where there has been a sales decline of up to 
50%. We represent all the Brewers Retail stores in the 
province of Ontario. The brewing industry is, however, an 
important one to Canada. It provides good employment 
and strong benefits to a number of other sectors, as well as 
significant revenues to government. 

The job losses and reduced hours are causing lost busi- 
ness and employment in related and service sectors. For 
every job lost in the retail sector, at least one other job will 
be lost in manufacturing, wholesaling, farming etc. For 
example, the Canadian Council of Grocery Distributors 
has reported that in addition to 1,000 grocery industry jobs 
being lost, another 1,000 jobs have been lost as of January 
1991 in the distribution and farming sectors. 

We must all be concerned that the job losses that have 
occurred so far will increase and multiply as the GST’s full 
impact is felt, the recession continues, unemployment rises 
and the lost business works its way through the economy 
into the manufacturing and service sectors. More job 
losses and many plant closures can, unfortunately, be ex- 
pected unless action is taken to stem the flow of Canadian 
dollars to the US. 

In terms of volume of sales lost, the story is a disaster 
and getting worse. In British Columbia, the loss of busi- 
ness due to cross-border shopping is expected to exceed $1 
billion in 1991. The figures for Ontario will be far greater, 
perhaps more than $2 billion. 

The major areas of loss are in food, gasoline, liquor, 
beer, shoes, clothing and electronics, with food appearing 
to be about half of the total spent in the US. 

In terms of gasoline, figures from the Niagara region 
show that sales fell from 400 million litres in 1988 to 300 
million litres in 1990. It is estimated that more than 50% of 
the 100 million litres of gas used yearly in Sault Ste Marie 
is now purchased in the States. 

The major causes of cross-border shopping have been 
created by the federal government. The federal 
government’s policies have destroyed Canadian industry 
and caused the loss of thousands of Canadian jobs. 
Throughout, the government in Ottawa has worked to shift 
the burden for the changes they are forcing upon the econ- 
omy squarely on to working men and women and their 
families. Canadians today are facing enormous pressures 
because of unemployment, uncertainty over their financial 


security, reduced incomes, increased taxes, the GS’ 
continued high interest rates. 

Canadian businesses have also suffered from fe 
government policies. A combination of policies 
served to reduce their competitiveness and make then 
nerable. These policies include high interest rates, the 
value of the Canadian dollar, the lack of any form « 
dustrial strategy, the lack of Canadian research and ¢ 
opment, problems created by the imposition of 
policies, notably the GST, reduced tariffs under the 
trade agreement and the removal of federal assistan 
subsidies with no new programs to allow Canadian 
nesses to gear up to compete in the global marketplace 

The economic policies of the federal government 
been a disaster for business, for workers, for the ¢ 
country. 
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Many Canadians have, unfortunately, lost confic 
in Canada. Many Canadians now feel that they must 
for themselves and they are displaying less concern ¢ 
their neighbours, their community, and the state of 
country. They are being led to abandon what has been 
in this country and to look away from the bright future 
once was ours. In the process, Canadian jobs and ind 
and the tax base at all levels are being damaged. I 
long term, Canadian social programs and services an 
deed our standard of living are threatened. 

The uncertainty and loss of confidence that have 
created have served to push consumers towards k 
prices or at least what they perceive to be lower price 
particular, older consumers, families with restrictec 
comes, and persons who have become unemployed, at 
under pressure to buy where the prices seem lowest. 

Where it could once be said that the propensity to: 
across the border could be related to distance, many pe 
in Ontario now appear willing to travel further and r 
frequently in search of better bargains. This has n 
much of Ontario, in fact, a border community. 

The federal government’s 1988 free trade campé 
and particularly the promise of lower prices resulting { 
the agreement, served to raise the awareness and expe 
tions of Canadians with regard to prices. It served to h 
light the possibility of lower prices in the US and rem¢ 
Canadian consumers’ guilt about cross-border shoppin; 

The new psychology was, to an extent, reinforcec 
the appreciation of the Canadian dollar vis-a-vis the 
dollar that occurred in 1988 to 1990. The appreciatio 
effect gave Canadian consumers a new discount for shop] 
in the US. In the recent months, the continued high v; 
of the Canadian dollar has led many consumers to treat 
dollar as being at parity with the American dollar. 
viewpoint would not exist with a more realistic Canac 
dollar value. 

Sunday shopping has nothing to do with cross-bo 
shopping. Canadians are going to the United States in 
cord numbers and these numbers continued to grow e 
during the period when stores were open in Ontario 
Sundays. In British Columbia, where Sunday shopping 
existed for a number of years, the existence of open Ca 
dian stores has not slowed traffic to the US. Canadi 
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2 tended to make their trips to the US on Friday to 
day—the traditional weekend—or on one of these 
s, all in search of better prices, not Sunday shopping. 
illustrate this point, in a Windsor telephone survey in 
y of 1990, John Winter Associates Ltd, asked the fol- 
ing question: “In the near future, do you think your 
oping in the United States will likely increase, decrease 
main the same? Why” Not one person responded that 
day openings or closings would increase or decrease 
ping in the US. 

Under these circumstances, sunday store openings in 
ario have no value and merely serve to increase Ontario 
ilers’ costs and disrupt and erode the lives of workers and 
ir families. 

The pricing systems for retailers in Ontario and the 
ted States are very different and seriously impact on 
ability of Canadian stores to compete with many prices 
ne US. It is difficult to understand why suppliers charge 
ario retailers more than American retailers for the same 
duct, including identical brand-name products. It is, 
yever, easy to see that such a differential, which can be 
/to three times the US price, has an effect on the ability 
Canadian retail firms to compete. This differential rep- 
nts a bigger problem than higher taxes which are in turn 
d to support valued social programs and government 
vices. 

In the area of agricultural pricing, American support 
farmers comes through taxpayer subsidies, while the 
adian system works on the basis of supply manage- 
at programs. The result is that the American approach 
's not tend to affect the shelf price of products, while 
nadian prices are directly affected by marketing board 
ons. This differential is a major reason why turkeys in 
US, for example, can cost as little as one third of the 
ee of Canadian turkeys. 

Canadians are proud of the standard of living that has 
n achieved in this country and wish to see it main- 
ied. We are proud that many serious social problems 
t exist south of the border have not become serious 
icerns in Canada. We are also anxious to see important 
( valued Canadian social programs and government ser- 
es, municipal, provincial and federal, maintained. 
‘Canadians who shop in the United States should con- 
er the kind of society that exists south of the border and 
‘themselves, “Is this what I want in Canada?” Do Cana- 
ns favour a society where one in four children under the 
: of 12, or some 17 million children, go hungry; 32 
lion people live below the poverty line, which is set at 
200 per year for a single person and $12,675 for a 
lily of four; and three million people are homeless, in- 
ding some one million children? 

Canada is a country with admirable and desirable 
engths in municipal, provincial and federal services, 
lth care, social programs and standards of living. These 
kngths do not, unfortunately, count in the price of the 
yduct, but without them, the enjoyment Canadians get 
ile using products will not be the same. We do not 
lieve Canadians want to give up these benefits, but at the 
ne time, they must realize that it is not possible to have 
cake and eat it too. 
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Every dollar spent in the US represents one less dollar 
to be spent in Canada, one less dollar to employ a Cana- 
dian worker, keep a Canadian business operating, pay for a 
service and keep a community strong and vibrant. While 
we understand what has caused cross-border shopping, we 
none the less say it cannot continue. If it does, Canadians 
must realize what the price will be in terms of employ- 
ment, services and programs and our standard of living. 

While it is essential to stop or at least slow the flow of 
cross-border shopping as quickly as possible, it is also 
important not to develop Band-Aid solutions or quick fixes 
that will not last. In this regard, UFCW Canada is prepared 
to work with the government of Ontario to develop and 
implement lasting workable solutions to this problem 
which will strengthen the economy of this province and 
benefit all the people of Ontario. We believe there are a 
number of solutions to the problem of cross-border shopping 
that should be examined. 

In our view, most of the solutions required to address 
the cross-border shopping problem only the federal govern- 
ment can bring about. This includes reduced interest rates, 
a realistic dollar value, elimination of the GST, policies that 
promote fair taxation for Canadian workers and policies 
that promote full employment and development of the eco- 
nomic potential of Canada’s regions. 

In addition, only the federal government can take steps 
to ensure that Canadian laws are enforced and taxes and 
duties are collected at border crossings. Clearly, the re- 
sources committed to this tax are woefully inadequate, and 
in spite of the best efforts of customs employees only a 
portion of the duty and taxes due are being collected. 

UFCW Canada supports the efforts of the customs and 
excise union of the Public Service Alliance of Canada that 
are aimed at securing more border personnel and enforcing 
better collection of duties and taxes. It is estimated that 
1,000 new personnel are needed to adequately deal with 
the flow of cross-border traffic. Revenue Canada, Customs 
and Excise, has in fact acknowledged this by requesting 
resources along these lines from Treasury Board. 

Unfortunately, the resources needed are not likely to be 
committed by the federal government. The Minister of Na- 
tional Revenue appears to be more interested in smooth 
traffic flow than in addressing the problems of lost revenue 
and smuggling, let alone the loss of Canadians jobs and 
industry. 

Consideration should be given to developing a new 
border levy for shoppers crossing the border. Just as persons 
involved in airline travel and commercial traffic to the US 
pay for customs service, so too should cross-border shoppers. 

It is important that tourists coming to Canada not be 
impeded by cross-border traffic nor be charged any fee for 
border transit. We should do everything possible to en- 
courage Americans to visit Canada through express lanes 
at the border and special promotions or advertising. 
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The government of Ontario has recognized the serious- 
ness of cross-border shopping and is anxious to work with 
labour and business to find solutions to this problem. 
Given the province’s limited jurisdiction in this area and 
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the difficult economic and fiscal conditions in Ontario, the 
provincial government has limited room to manoeuvre. 

The provincial sales tax must be collected on all goods 
bought by Ontarians in the US. The province should also 
explore the feasibility of applying special charges on 
goods brought over the border, especially by same-day 
shoppers. If we are to lose revenue to cross-border shopping 
that will impact on Ontario jobs, business and government 
programs, this revenue should be largely recovered. 

The best answer to cross-border shopping may be to 
have the province join with labour and business to con- 
vince shoppers to stay home and put their money to work 
in Ontario to create Ontario jobs, Ontario industry and a 
strong economy in the province. 

A strong campaign should be launched that will ex- 
plain in clear terms what is at stake and what is lost when 
Canadians shop in the US. This campaign should reach 
every worker and every household to explain that while 
cross-border shopping may produce short-term savings, it 
is irreparably damaging the province’s economy, causing 
the loss of jobs and threatening our ability to provide valued, 
quality social services and programs. 

The labour movement has a key role to play in such a 
campaign. Unions should communicate with their mem- 
bers to encourage them to stay home and buy in Ontario. 
Employers and business should use their resources to pro- 
mote a “Buy Ontario—Stay at Home” campaign. Compa- 
nies could advertise, tie their involvement in the campaign 
to promotions and discounts and do what they can to set 
fair and stable prices. . 

The provincial government can be the catalyst for this 
joint venture campaign. The province can provide leader- 
ship and work to draw labour, business, the municipalities 
and community and social groups together. The govern- 
ment could commit resources to advertising and to devel- 
Oping information materials for distribution. 

Together, the partners in this campaign, who must also 
be partners in building a better future for the province, 
must pressure the federal government to join with them in 
the campaign and to take the immediate steps required to 
reduce the pressures that are behind cross-border shopping. 
We must stem the flow of goods across the border. 

Cross-border shopping is a critical problem that must 
be addressed quickly for the benefit of everyone. A great 
deal is at stake: jobs, economic activity, the ability of govern- 
ments to sustain programs and services and, in the end, our 
standard of living. 

UFCW Canada stands prepared to work with the provin- 
cial government, business, the municipalities and community 
and social groups. Together we can beat this problem, and 
in the process build a stronger future for Ontario and Canada. 

Let me just make two other comments. One is that 
yesterday Statistics Canada reported that same-day trips to 
the US went up by 27.3%, and 3.9 million people went 
over the border in February 1991, which was an increase 
from 3.1 million a year ago. 

The other thing I want to add is that there is a perception 
by consumers, by everybody, I guess, that going on one- 
day trips and shopping in the US is legal, which is a very 
false perception because it is totally illegal unless you pay 


duties and taxes. There are a lot of consumers who} 
they are allowed to buy milk and meat in the State 
bring it across. It is totally illegal. You are not allow 
bring meat across the border. It is against customs r 
tions. But what is the federal government doing? Abso 
nothing. There is no campaign to tell customers th 
not allowed to buy some of the products, that it is ille 

I had never been across the border in Niagara Fa 
my life. I went there two weeks ago. Let me tell yo 
experience: I went over the border, and when I came 
the same day at 6 o’clock, I got a slip of paper sa 
“What did you buy?” I bought exactly $202 worth. So 
said, “Go to customs, and please pay.” I went to custo 
had to wait an hour and a half to get a number, and I h 
wait another half-hour to pay; I paid $56.25 duty and 
What I saw amazed me. I saw customs people as 
customers with the same slip as me, “How much dd 
have on your slip?” Anybody who had below $105 
told: “Don’t bother. Please don’t go inside and get a nur 
Don’t pay, just go on.” That is what is happening in c 
border shopping. | 

Mr Jamison: I have a couple of questions, but 
first one is if you could expand on your proposed b¢ 
levy for cross-border shoppers. | 

Mr Catherwood: I am not exactly sure of the de: 
but the idea would be that, just as your airplane ticket! 
customs charge built in or truckers are charged as the 
across the border, some sort of fee should be put on same 
shoppers, $5 or $10, just to make the point that when 
go across and back there is a cost involved, just to a 
somewhat of a deterrent. 

Mr Kukovica: I guess the other point is that if 
know the law, that you are not allowed to shop in 
States the same day without declaring—you have t 
outside the country 24 hours to bring in $20 worth. 

Mr Kwinter: You have to be outside 24 hour 
bring in $100 worth, but you can be out for the day 
bring— 

Mr Kukovica: Sorry, it is $20 the same day, $100 
24 or 48 hours, and $300 once a year, after seven d 
The perception is that you are allowed to shop at any 1 
and bring back anything you want. 

Mr Jamison: We have been told by other groups 
when the GST was actually implemented there was a. 
ognizable jump in cross-border shopping. Some gro 
have indicated the increase was as high as 15% or 2 
with the advent of that tax. Have you any background 
that, anything to add? 

Mr Catherwood: The numbers we have are probe 
the same as you have heard. For example, in British | 
lumbia it went up 15% the first month, in January, 
Sales across the border stayed at that level. I do not th 
there is any doubt that consumers are more conscious 
the price of things they are buying nowadays becausé 
the GST, that sales on this side of the border are down: 
people are going across there to avoid the GST. 

We have seen ads out of American border towns wh 
they flaunt the fact that if you buy down there, there is 
GST. Somebody told me a story about being in Florida: 
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sball game, and the world’s best salesman was there. 
en he came up the aisle to sell cold beer, and he knew 
place was full of Canadians, he yelled, “Cold beer, no 
[,” and he sold more than he ever had before. People 
ly are aware of the fact that the GST exists here and it 
s not exist down there. 


0 
Mr Jamison: You also cite the high level of the Cana- 
1 dollar as a major factor—almost a par situation. What 
your opinions on that? 

Mr Catherwood: The problem has been twofold, in 

view. First of all, the Canadian dollar went up quite a 
gainst the American dollar over the period 1988-90. It 
it from around 75 cents at one point to about 88 or 89 
ts. People saw that as a discount: suddenly you can buy 
ierican goods, and our dollar is stronger. That has lev- 
d off. People now view the dollar as nearly being at par 
ause there is only a 13-cent difference, and often if you 
cross to Buffalo or Detroit they accept the dollar at par. 
The problem is that you cannot just dramatically drop 
value of the Canadian dollar or you will create inflation 
a lot of other problems. But certainly the dollar should 
at a more reasonable level, and whether or not you do 
t over time, that is probably the way to go. 

We have got ourselves into a situation where we do not 
ve just one or two problems; we have a whole lot of 
blems that have compounded themselves. We must 
tk our way out of it by lowering interest rates, lowering 
| dollar to a reasonable level and trying to get rid of the 
T. It is a monumental mess, we recognize that, but I 
nk unless you start to pinpoint what the problems are 
i say, “We’re all going to work together to find the 
utions,” we are going to continue on this downward spiral. 
Mr Jamison: I have just one final question. 

‘The Chair: I am going to start restricting people to 
> question, and go through the list again if we get to it. 
Mr Jamison: I understand that, Mr Chairman, but I 
_ going on past experience here. I have jotted down four 
2stions, and I have one— 

The Chair: I will put you on it to get your questions in. 
Mr Jamison: The last one, really, is the one I would 
e answered. 

The Chair: Quickly. 

Mr Jamison: There is a reference in your document 
a difference in the price for which the retailer can pur- 
ase similar or the same products. That has been brought 
this committee in other reports. Have you any further 
ckground or examples to offer? 

Mr Catherwood: Our stuff is largely anecdotal. You 
ar about these things virtually everywhere you go. Any 
ne you sit down to have a conversation about the prob- 
n of cross-border shopping, somebody comes up with an 
ample. I will use one the Canadian director uses, as he is 
» boss. He is talking about a coffee filter that is made in 
arborough—I do not know the name of it, but I could 
id out for you—that can be bought up here for $1.29 in 
yes. The same thing, apparently, is available in Buffalo 
four for a dollar. I do not know how that happens. You 













































have to ask yourself questions about it. Maybe this is one 
thing the committee should be looking at, doing a study of 
why we are having these different kinds of problems. For 
our members, that is a direct problem. People do not buy 
coffee filters in our stores up here for $1.29 if they know 
they can get four— 


Mr Kwinter: Are you saying that a product that is 
manufactured in Scarborough is being sold in the United 
States for four for a dollar and it is sold here for $1.25? 


Mr Catherwood: Yes, $1.29. 


Mr Kwinter: I would challenge that. I do not know 
anything about it, but they would be dumping if they did that. 
You cannot do that. It is one thing to have a comparable 
product. You cannot sell a product in another market below 
what you sell it for in your own market. That is called 
dumping and the people who manufacture it in the United 
States would be jumping all over them and charging them 
with dumping. 

As I say, I have no information whatsoever, but I 
would challenge that. 


Mr Catherwood: I do not doubt that you are right, it 
is dumping. I am just telling you this is an example that we 
have heard of, and if you like I will go back and find out 
precisely the name of the product and precisely the reference 
and I could get that information back to you. If that kind of 
stuff is going on, it is not only hurting Canadians, it is 
going to hurt us in our relations with the Americans too. 

Mr Kukovica: I just wanted to add a comment. I 
think the problem in pricing is not with the retailer. From 
our experience, we think that it is the with distribution, and 
if you want to make a study of it, I think you should check 
the suppliers. 

Let me give you a good example. Why is a Polaroid 
film from the same US production line, without any import 
duties, three times more expensive here? Toronto is the 
fifth largest market in North American. Why are the 
wholesale prices higher? Why? 

We do not understand. We do not know, I do not know 
why, but that is the question you should be asking yourself. I 
think it is the suppliers. If you were going to do a study or 
commission any research, you should look into the suppliers, 
what they are charging the Ontario retailers versus what 
they charge US retailers. That is our thinking. 


The Chair: Okay, to make sure that everybody gets a 
chance for their questions in 15 minutes, we will restrict it 
to one each. Mr Hansen, please? 

Mr Hansen: I read on page 4 here, decline of beer 
sales up to 50% and I think what we have to look at is not 
just people living in border towns, but people living in 
Toronto who are employed in the brewery industry. A lot 
of people say, “Oh, that’s a problem down at the border,” 
but it is actually affecting people who live away from the 
border. 

I agree with this report. We do have some problems 
with the federal government, especially coming to an 
agreement that a lot of these problems we cannot solve 
without a partnership between the federal government, the 
provincial government and the communities along the border. 
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There was an article here, “Savings Ontario.” That was 
something I brought in a while ago, and I think that it is 
working to a certain point. We have to educate people on 
how cross-border shopping affects people here in Canada 
or in Ontario. As it comes out in the report, it is immediate 
Savings you are getting now, but down the road it is going 
to be a loss of income to a lot of people here in Ontario. 

What do you feel is the one most important thing we 
Should do? What would be your number 1 priority? We 
have seen your conclusions, we have seen some of your 
things, but what would you say would be the first thing for 
the Ontario government to do in this situation? 


Mr Kukovica: Let me combine that with enforce- 
ment, strict enforcement. 


Mr Hansen: That is number 1. 


Mr Kukovica: I have seen it with my own eyes. I 
could not believe it. Strict enforcement and education, a 
good campaign to educate the whole population about 
buying in Ontario and what exactly they should be doing. 
Those are my two things: strict enforcement and educating 
the people. 


Mr Kwinter: I only have one question? 
The Chair: And a short preamble too. 


Mr Kwinter: Okay, there is one issue I would like to 
address. In two different places in your presentation you 
talk about the reasons for cross-border shopping and you 
say “reduced duties on US-made goods under the FTA.” 
Before the FTA went into effect, 80% of all goods and 
services in Canada were duty-free. The 20% that were still 
subject to duty had an average of between 7% and 10% 
and that is going to be reduced over the next 10 years. We 
have been two years into the free trade agreement, so, if 
anything, that 7% to 10% that is still in place has come 
down at most 2%—at most. Could you give me an exam- 
ple of one product that is bought by Canadians over in the 
United States that has been reduced because of the free 
trade agreement? 
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Mr Kukovica: That has been reduced or thoroughly 
eliminated, that there is no duty? 


Mr Kwinter: That had a duty before and does not 
have a duty now. 


Mr Kukovica: Yes, crystal, the best example. I was in 
a store in Niagara Falls, NY, and let me tell you how they 
advertise. They advertise duty-free, “Crystal is duty-free 
now and you won’t pay any duty.” It is in the store. It was 
a crystal store, strictly selling crystal and glass and things 
like that. It was marked duty-free. 

The best example I can tell you, I went to Black and 
Decker— 


Mr Kwinter: Well, let’s stick with crystal. 


Mr Kukovica: Let me give you the other example. 
Black and Decker: On each product it said, “This is duty- 
free. There is no duty on this because it is produced in 
Canada.” Their signs read, “Here is 6%, here is 10%,” 
each product in this Black and Decker warehouse had the 
exact duty you had to pay: They were advertising it strictly 


for Canadians, saying, “This is the duty you have i 
but here it is duty-free because it is produced in Cana 
Mr Kwinter: With all due respect, whether you 
free trade agreement or not, if you bought a product i 
United States that was made in Canada and brought it 
you could claim back the duty if you had paid it, bec 
there is no duty bringing a product that comes out ¢ 
country back into the country. 
But what I want to get to is your crystal. You see 
concern I have—and I do not want to give you a t 
time—is that a lot of your stuff is anecdotal, “I was ii 
Store and I saw this and I feel this and as a result I { 
this is important.” The point I am making is that I d 
know if there are, other than Steuben, very many col 
nies in the United States that manufacture crystal. | 
You have to understand that tariffs are there to pa 
Canadian producers who, because of economies of 5, 
cannot compete, so the government puts up a protective : 
Now, I do not know of anybody in Canada produ 
crystal. I just do not know. There may be, but I do 
know of any. As a result, I again suggest to you that ; 
is no duty on crystal. Now, some hotshot retailer just. 
your beer salesman will say, “Buy my beer with no G| 
They could put a sign in the window to attract gull 
Canadians saying, “Here is your crystal duty-free’ 
“Duty-free shop,” but there was no duty on it to begin wit 
What I would really like is, give me a product that 
changed dramatically as a result of the free trade agree 
Again, I am not trying to give you a tough time, but I thin 
and if I had the time I would go through several of 
other things that you have said that I do not agree wit 
that we have to zero in on the root cause of the probl 
and I think it is your number 1 issue. Prices are chez 
there, period. That is the reason people are going th 
because they can save some money. I just wanted to se 
we can zero in on the basic problems. 


Mr Kukovica: Okay. Let me give you a couple 
examples of what you are saying is not true. Prices are 
cheaper necessarily. I will give you another example, al 
can document it. Price Club in Toronto and Price Club act 
this province sell Nintendo Action for $116 Canadian. ] 
$114 in Buffalo. So what the hell is the difference? So t] 
are not cheaper. You know, for $2 you are not going to 
and buy Nintendo, because you are going to pay— 

Mr Kwinter: Yes, but you are going on the assumpt 
that everybody lives or dies with a Nintendo set. 

Mr Kukovica: No, but you are talking about pri 
being cheaper everywhere. Prices are not necessarily chear 

Mr Kwinter: But you made the whole argum 
about why there are lower prices and now you are sayi 
that it is not true that there are lower prices. 

Mr Kukovica: No, what I am saying to you is | 
problem is with the suppliers and not with the retaile 
Look at the suppliers; why are they charging more fort 
same product, the same line? I give you again Polaro 
Why is Polaroid film—which is manufactured in the sal 
place, comes out of the same line, no duty, nowhere, not 


ing—why are they selling it two to three times higher 
Ontario? 
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Mr Kwinter: I agree with you, but I am saying in the 
yntime they are selling it three or four times more ex- 
sively and that is why people are going to the States. ] 
k we have to address that. 


Interjection. 
Mr Kwinter: All right. Sorry. 


Mrs Sullivan: I am going to be following the same line 
yuestioning as Mr Kwinter, because I have problems with 
ye of the conclusions you have reached in your brief. 
For instance, you have indicated that you believe there 
‘ar more of a federal responsibility to deal with these 
ies and less of a provincial responsibility. However, one 
he proposals that you put forward relating to provincial 
sonsibilities discounts Sunday shopping. As an issue, 
have certainly heard other testimony before the com- 
tee and analysis that indicates that the availability of 
iday shopping is in fact a factor. 

We have also heard you put forward a proposal sug- 
ting a new provincial levy or tax on products at the 
der—clearly countervailing, clearly in opposition to ar- 
gements under GATT. There would be very serious 
blems with this kind of effort. I wonder if you have 
ked at those things. 
Once again, because you have concentrated a lot on the 
sstion of duties, I want to go back to the fact your analy- 
all the way through talks about prices. In fact, fre- 
sntly the prices of goods—and 99% or 98%, whatever 
studies tell us, of consumers who are shopping in the 
ited States are shopping because of price—those prices, 
luding duty, are lower than they are in Ontario. 

I think I would like to hear more of your views, first of 
relating to what I believe would be a countervailing 
ion that you have suggested for the province to take, 
d second relating to the price factor. 


Mr Catherwood: It may well be that something like 
it, depending on the type of charge that you put on it, 
uld be subject to countervail, but at the same time I think 
: have to have concern in moving forward like the federal 
vernment. They talked about creating evenness on both 
les of the border. We have got a lot of people— 


Mrs Sullivan: You have mentioned a limited action 
2a for the province. I want you to zero in on the action 
at you have suggested that the province take. Leave the 
ds out of it for now and talk about the province. 


Mr Catherwood: I am doing that. What I am saying 
that we do not have a Situation where fair ball is being 
ayed on either side of the border and that has to be a 
mcern to us. 

I am not sure what such a charge would be. The reason 
2 propose a special charge is because I am not an interna- 
mal trade lawyer and we do not happen to have one on 
aff, but the idea of having some way of recouping the 
venue is something that the province, we think, should 
‘plore. If it is not possible and it is going to get us into 
oblems with countervail, then that is an idea that has been 
rown out and discounted. But if one does not raise ideas, 
1¢ is not going to come up with solutions. It is that simple. I 
ean, we are making as many suggestions as we can. 








We are also saying, “Hey, listen, we’ll pitch in and do 
everything we can,” not only just because we have got 
retail members but because we have got manufacturing 
members, we have got service members, we have got people 
who are taxpayers. We are a responsible labour organiza- 
tion in this province and we want to see a better future. We 
do not think this game is being played fairly, and the people 
who have got us into this mess—and maybe we have got 
to do some things ourselves—we have all got to find a 
way to work together to get out of it. 

I cannot argue with you and Mr Kwinter on interna- 
tional trade law, because I just do not understand it. I cannot 
be a specialist in those things. But I do know that where 
there is a problem, we should try to find the solution. 

Mr Sutherland: You state that you are the largest pri- 
vate sector union in the country. You also make some com- 
ment in terms of educating your own members and you 
provided some information on British Columbia. I was 
wondering what you thought about the efforts of the labour 
movement in the province as a whole, in other sectors 
outside the retail and service sector, whether you feel that 
many of their members are aware of this issue and aware 
of the impact. Some of them are obviously doing some 
cross-border shopping. I do not think we can exclude 
them. I was wondering what you see labour movements, 
both provincially and federally, doing on this issue, and 
particularly trade union members. 

1100 

Mr Kukovica: There is no question that the labour 
movement has to do its part, and we would definitely be 
willing to run a campaign with the Ontario Federation of 
Labour in educating our membership, the whole membership 
of the OFL and in general about cross-border shopping and 
the problems that it creates. There is no question that some 
of our members are crossing to the other side, not only 
UFCW but all the other shoppers. We would work jointly 
with the Canadian Labour Congress at the same time 
across the country. 

The best example I can give you is what we are doing 
right now in BC. It is our union. We have taken the initiative. 
Nobody else wanted to do anything about it. The government 
did not want to do anything about it there. We went to 
management, the employers, and asked them to join with 
us in a campaign to educate the membership, to educate 
everybody there about the problem of cross-border shopping. 
We are running a major advertising campaign of educa- 
tion, between UFCW and the employers that are mostly 
affected, the retailers, some of the suppliers, and all of the 
others. So I think, yes, the labour movement has a role to 
play in educating the membership, no question about it, 
and I still believe that is one of the biggest problems, 
enforcement and education of the population in general. 


Ms Harrington: Just a couple of brief comments. 
After I heard your discussion, I thought, would you like to 
come down to our local radio station in Niagara Falls on a 
talk show. 

Mr Kukovica: No problem. Any time. 

Ms Harrington: No problem? Okay. 

The Chair: Is that your question? 
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Ms Harrington: Not quite. 
The Chair: It is 11 0’clock. 


Ms Harrington: I do thank you for your excellent 
brief. Can I use it back in Niagara Falls? 


Mr Kukovica: Sure. 


Ms Harrington: I want to dwell on a couple of 
things. First of all, I believe you are right about strict en- 
forcement. I think we have to do that, and also education. 
The labour movement and everybody else has to get into 
this. We as politicians cannot stand up and say, “No, no, 
no.” I think it has to come from the grass roots as to how it 
is affecting them. 

You mentioned that it is people of low income, etc, 
who really need to get those bargains, and I can understand 
people—they are in my community—going over there 
every day to do their shopping. My problem, I think, is 
that there are a lot of middle-income people, people with 
good recession-proof jobs, upper-middle-income people, 
who go over there for big shopping trips, and I have a 
concern with that. In fact, I just spoke with people from 
the Ontario Secondary School Teachers’ Federation a cou- 
ple of days ago here at Queen’s Park, saying: “Isn’t there 
any way we can work together”—that is, the OSSTF— 
“and try to educate us? What are we really doing to our- 
selves?” So I think that is the way to go. 

I agree with you that the Sunday shopping issue is a 
different issue. That is from my perspective in Niagara Falls. 

I wanted to get back to a proposal that was made to me 
last weekend about changing the gas taxes in concentric 
circles close to the border. Do you think there is any merit 
in that? 

Mr Kukovica: We personally believe not, because 
where do you stop? What is it, is it 15 miles, is it 20 miles? 
Where does it stop finally is the problem. I do not know. I 
come from Quebec and I lived 30 years there. Why do you 
not look at the experience of Quebec when they introduced 
the gasoline tax credit and see what that did? I remember, I 
was there. We had a fight about a month after they intro- 
duced it and said it was only a 10-mile radius. The people 
who were just on the other side said, “Well, we want it too.” 


Ms Harrington: You do not think it has been effective? 


Mr Kukovica: I am not so sure it has been effective. I 
do not have the stats, but you would have to look at that. 


Mr Phillips: You have provided I think some of the 
most compelling testimony, for me anyway. I think you 
said two weeks ago you went shopping in the US. 


Mr Kukovica: Specifically for that. 


Mr Phillips: It struck me as really odd that you were 
in the US. We have got a really major job; you are coming 
before the committee; I suspect it is going to be relatively 
difficult to tell people, “Be a good citizen,” and what not, 
because you yourself head over to the US. I suspect that if 
you did any study of who is crossing over, it is a pretty 
broad cross-section of people. But my question really is, 
have you considered that maybe we have a different way 
of living here in Canada? As I think you have pointed out 
in your brief, we have different social values. Maybe we 
have to accept a different standard of living because we 













distribute our wealth in a different way. I do not 
whether that has occurred to your union or not, w 
you have looked at it. 

Listen, maybe we are going to have to—all of us 
not mean just your workers but all of us—accept thé 
cannot look at our counterparts across the border an 
we need exactly that standard of living if we are gol 
do the things you talk about in your brief, to deal; 
poverty, to deal with housing problems. I am just wond 
whether that enters your discussions or not, that mayl 
negotiations we are not going to be able to see exactl) 
Same remuneration as our counterparts across the b¢ 
because a portion of ours will go to looking after 
who are less fortunate. That is my basic question: Do! 
compare yourself to the US, or should we be lookir 
perhaps a little different standard of living here in Can 


Mr Kukovica: I negotiate. That is my job, to nege 
across the country from coast to coast. Let me tell you 
do not compare ourselves to the States at all. In Br 
Columbia—the best example I can give you—in the r 
food industry we have the best collective agreement 
North America, so we do not follow the trends of the Stat 


Mr Phillips: Best in North America? | 


Mr Kukovica: Best in North America. The best. 
lective agreement in North America is in BC. | 

Mr Phillips: You do not look at the US? | 

Mr Kukovica: It is with Local 1518 UFCW and 
Retail Council of Canada, so we do not look at all at 
US in that sense, because we create patterns in the re 
food industry, at least in the collective agreements. Y 
ago it used to be the reverse. No question about it, yi 
ago—I mean, we are an international union—when n 
and south California negotiated the retail contracts 
110,000 members, that was the strict North American | 
tern in the retail food contracts. But now it is the revers 
is BC that sets the pattern across North America. I h 
not personally come across any analysis or anybody y 
has come to us and said, “We have to have a concerr 
negotiations because of cross-border shopping.” 


Mr Phillips: Just to follow that up, if I might— 


The Chair: No, sorry, because we are way over ti 
and we have two more questioners. 


Mr Phillips: That is the best in North America? 


Mr Catherwood: I want to add just a tiny bit to th 
What we said in the brief, Mr Phillips, is no different th 
what we will say to our membership. I think people h 
have to seriously look at what we are doing and where’ 
want to go in this country. We have to say: 

“Do we want to be like the Americans and what we 
on television all the time or do we want to recognize f] 
what we have built in this country is second to none at 
where in the world? And if we want to maintain it, th 
We're going to have to fight for it, we’re going to ha 
fight together, we’re going to have to work together to doit 

It could be that as these changes are occurring int 
economy—and you know as well as I do there are. 
kinds of reasons why the economy is changing, society 
changing, the labour market is changing—as these thin 
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‘k their way through, it may be that our standard of 
ng is going to change. But we should be thinking about 
- and we should be making some conscious decisions. 
should not just be jumping across the border to save 10 
ts on a pint of milk or something without thinking 
ut what that does to us in the long term. 

This is the message that we are going to take to our 
mbership. Maybe we will not send Tom out the first 
ek but we will take this message to our membership. | 
1k it is not just our union that will do it, but through the 
Land the CLC we will do it to all union people and try 
1 reach them in their homes and in the workplaces. We 
re got some fundamental decisions to make in Canada 
ut where we are going and unless we have some con- 
ictive dialogue, the kind that we are suggesting here 
ere you are prepared to throw ideas out and have them 
ir down and try again, I do not think that we are going 
solve this problem which, to me, has reached a crisis. 


0 
‘Mr Dadamo: I wonder how many cars have crossed 

Ambassador Bridge in Windsor while I waited to ask 
1 these questions. Let me say that I could talk to you 
yut this subject for many hours. I have lived in Windsor 
‘my life. The Ambassador Bridge is in the riding that I 
resent and I have heard all the stories, so what you are 
ling me here today is really nothing new, but I thank you 
‘the brief anyway. 

‘I feel compelled to say that it is not fair for the provincial 
vernment to be reacting to a Prime Minister who has put 
into this predicament. Now the provincial government 
s to work out some of the solutions and try to do the best 
can. After all, they have given us the GST and free 
de, etc. 

I also want to say that my wife is a customs officer at 
» Ambassador Bridge, I have many friends there, I have 
ard all the stories. You mentioned earlier about the 
stoms workload, that we need many more people to 
stk there, they are not well enough equipped to handle 
» flow. Yes, you are exactly right when you say that they 
ive people through on $20, $50 and $100 because they 
t cannot keep up. That is exactly right, and that answer has 
come from the federal government, not the provincial 
vernment. You are right on that point. I also want to say 
it we should be hiring people there and trying to get 
>m through the best way we can. 

But there is also another point in trying to collect the 
ovincial portion of the taxes. It sounds good, everybody 
s been saying we should be collecting the provincial 
xes, but we also have to realize that along the way itis a 
reaucracy, it is another bureaucracy that we may not 
ed, and it is going to take a lot of money to set it up. But 
hink the idea should be explored in the next little while. 

I guess I am making more comments questions, but 
uu had mentioned 40 pounds of meat, or a certain number 
pounds of meat. You can bring, I think, 40 pounds of 
eat over at any given time. I have known people who 
ve done that. It is either 40 or 42. 


Mr Kukovica: My understanding is that meat is pro- 
bited because of health regulations, not because of pounds 





or the amount of money. It is a question of health regulations. 
It is the same thing that you are not allowed to bring some 
fruit products into the country, and I am trying right now to 
get a list of exactly the fruit products that you are not 
allowed to bring in. No matter what the price is, it is a 
question of health regulations; it has nothing to do with the 
pricing. 

Mr Kwinter: If I could just interject, it is the food and 
drug administration. I do not know if you have been to 
Pearson lately, but about two months ago for the first time, 
as the stuff was coming off the carousels, there was what I 
thought was a customs officer with a dog, a bloodhound. 
He was sniffing around. I thought he was sniffing around 
for drugs and I thought, “Wow, I’ve never seen that be- 
fore.” He was wearing a little coat, the dog, and it said, 
“Department of Agriculture, Canada.” I said to the officer, 
“What are you doing?” He says, “Oh, we’re looking for 
food products, meat products and things that are illegal.” 
So it has nothing to do with the duty; it has to do with food 
and drug banning certain products. 


Mr Kukovica: That is my information too, that is ex- 
actly what it is. 

The Chair: Mr Wilson, last question. 

Mr J. Wilson: I guess what disturbs me about your 
brief—it has a number of good points, but it is the same 
thing that disturbs me about the government from time to 
time—is that both the free trade agreement and the GST 
are in place. As the provincial PC Party we agreed with 
one, the FTA, and the GST we did not agree with. But 
none the less, they are in place. This government spends 
every day blaming those two factors principally for in- 
creases in cross-border shopping and loss of productivity 
in Canada, and yet I never hear other premiers, other leaders 
of other provinces, complaining about the free trade agree- 
ment, for instance, because they have done things to take 
advantage of that agreement. In fact, in the first 21 months 
of the free trade agreement, US imports remained static 
and the net increase in Canadian exports is $4 billion. So 
there is a success story to be told. 

But I would argue that in Ontario, because of politics, 
you have simply continued to blame that agreement for all 
kinds of things, whether or not it had anything to do with 
many of the things that it gets blamed for. And when you 
say that the federal government has no economic strategy, 
I would argue that the province of Ontario has no eco- 
nomic strategy, or at least none that we can point to. 

Mr Dadamo: Go back to bed, Jim. 

Mr J. Wilson: No, I think it is the propagation of myths. 

The Chair: Excuse me, do you have a question here? 

Mr J. Wilson: Sure do, Mr Chairman. 

The Chair: Could we get to it? Because we are already 
overdue with the next presenter. 

Mr J. Wilson: Sure, but I think my party deserves a 
proportionate amount of time, given all the other people 
here asking questions. 

Propagation of myths, I think, hinders my constituents 
and hinders people who are unemployed. The GST, for 
instance, because it is in place, you are not going to change 
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it. The federal government is not going to change its mind 
on these things. Maybe you want to stress that we should 
be collecting both PST and GST. You say it would be 
another bureaucracy. I suggest that if you rolled the pro- 
vincial sales tax collection system into the collection of the 
GST you would save more than enough bodies to put them 
on the border to collect that joint tax and you would save a 
significant amount of money in the sense that we would 
not have two sets of auditors and two sets of books kept by 
businesses. 

I would argue that taxes are high. I was in Fort Frances 
last weekend where municipal and business taxes on the 
Canadian side of the border are five times higher than right 
across the border at International Falls. Retail rents, for 
instance—all these things drive up the shelf price of our 
goods—are 50% higher; just two examples. 

My question, I suppose, is, we are trying to get a figure 
on the exact extent of the problem of cross-border shopping. 
Your figures are from John Winter’s report, in which he 
says about $1 billion in 1991 and about $2 billion nationally. 
Have you done any other studies that might give us a better 
handle on that? I think the problem is far more extensive 
than that and I think it has a lot to do with taxes in Ontario. 


Mr Kukovica: No, we have not done any other study 
than that. It is very difficult, I think, to get any other handle 
on those figures. Let me respond to two of your comments. 
First, when you talk about GST, the Angus Reid Group 
survey that was done in March—if you think the GST has 
nothing to do with shopping and everything else in the 
economy— 

Mr J. Wilson: No, I agree it has. I agree it has a 
psychological effect on people, but if the myths were not 
propagated we might be able to get over that. 

Mr Kukovica: It is not a myth. 


Mr J. Wilson: And if we collected the PST at the 
border with the GST, I think that would be a real deterrent. 


Mr Kukovica: It is not a myth. There was a survey 
done across Canada in March of this year, 1991. The sur- 
vey shows that 41% of the people in Atlantic Canada cut 
their spending because of the GST. The question that was 
asked was: “How has your household reacted to the new 
7% GST? Have you cut back purchases, increased pur- 
chases, or other?” In this survey, which was done across 
Canada, Ontario was the highest where they cut, with 
48%. It is real; it is not myths. 

The second point I want to make is that right now the 
federal government, your party, has said that it will hold 
consultations between the federal level, the provincial and 
the municipalities. If the labour movement were invited, 
maybe we would have a very positive dialogue about how 
to stop the cross-border shopping and come up with some 
ideas. But the labour movement again was ignored, we are 
not yet invited to those talks. We hope that we will be. 


Mr J. Wilson: Great. I just want to make one re- 
sponse to that, on your question of the GST. Let me make 
it clear. We were not in favour of it either in the Ontario 
PC Party, but it is in place. When you talk of the “new” 
GST, it is a myth: It is a replacement tax. Governments 
across Canada would be helpful—I mean, it is in place, 


folks, so why keep hammering away at it? We should, 
stress “new tax,” which it is not—it is a replacement t 
and Canadians would be better off if we all understood the 
The Chair: I do have an added piece of informa 
the researcher has given me, the Peace Arch Cros 
Entry Project Participant’s Guide. “Limitations: The | 
lowing lists the limitations on commodities which are ni 
commonly imported. The limits shown are applicable to e 
individual.” This is going out to the people at the bor 
who are enforcing. “Meat, 20 kilograms. Poultry: turl 
one whole one; turkey parts, 10 kilograms; chicken, 9 k' 
grams; fish, 11.3 kilograms. Eggs, two dozen. Dairy pr 
ucts, C$20.” So it looks like meat is allowed. | 
Thank you very much for your presentation. Lad 
and gentlemen, if we could move the talk out into the h 
I would like to move on with the next presentation. 
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The Chair: Please come forward. I cannot guaran 
anything at this point. If there is a vote in the House, th 
the bells will ring and we will all have to go. We will 
what we can, but thank you very much for coming. I ; 
sorry it is taking a little bit more time. | 


Mrs Matthews: No, that is quite all right. In fact, it v 
relieve the members of the committee to know that we hav 
very short presentation to make and, depending on yc 
questions, we may even be able to get you back on schedul 


The Chair: It is not a question of schedule. It is 
question of what is happening in the House with priv. 
members’ bills. | 

Mrs Matthews: Yes, I understand that as well, | 
Chairman. | 

If I might take a moment and introduce my colleagu 
and myself to the committee, my name is Linda Matthey 
I am chairman of the board of the Ontario Chamber. 
Commerce. With me today on my left is Mike Cristofaro 
member of our economic policy committee, and Elai 
Rehor, the assistant general manager of the Ontario Chamb 
of Commerce. | 

I would like to take a moment and ensure that t 
members have an understanding of the Ontario chamber a1 
our membership. We have 165 local chambers of commer 
and boards of trade in the province and our combin¢ 
membership is approximately 65,000 members. We are 
very diverse group. We represent not only large busines 
but also small owners and medium-size companies, evel 
sector—manufacturing, retailing, financial services—ar 
of course we represent the total province with membership | 
Thunder Bay and Ottawa, the north, the south, the east, th 
west. Also, that obviously includes the border communities. 

You have already heard from many of our represents 
tives from border chambers and their participation in th 
Ontario Border Communities Task Force on Cross-Borde 
Shopping, so we do not intend to go over the document 
tion they supplied to the committee. That would be a wast 
of your time, but certainly a couple of points I think hav 
been raised: In listening to your last discussion, the refer 
ence to the $1 billion in potential retail sales that could b 
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t this year, impacting our retailers here in Ontario—and 
10ugh the gentleman from Windsor is no longer with us, 
t is a prime example of a border community where in 
t retailers have had to close shop and there have been 
ultant job losses in those communities. 

We recognize the seriousness of the problem and that it 
not just a cross-border shopping issue. It is an issue of 
portance to all of Ontario. Even local members from 
ronto have admitted going across the border. We recog- 
e, too, that the issue of cross-border shopping is really 
t a symptom of our larger problem in the province: the 
ue of competitiveness. The retail sector is on the front 
e at the moment, but this issue of competitiveness goes 
our manufacturing sector and other sectors as well and 
; very long-term serious consequences for all business 
Ontario. 

We are here today to discuss some ideas that the Ontario 
amber has with respect to short-term and, we hope, 
iger-term solutions. I would like to ask my colleague 
m the economic policy committee, Mike Cristofaro, to 


’ : 
tline these hopefully constructive solutions to you. 


‘Mr Cristofaro: Thank you, Linda. There are a number 
proposals that have been put forward to alleviate the 
yblem for border retailers. We support those who recom- 
snd that the GST and PST be harmonized so the PST can 
collected at the border. It has been suggested that the 
incial government will lose revenues of over $50 mil- 
n—lI have heard numbers as high as $100 million—as a 
sult of its inability to collect PST at the border. Currently, 
sre is a legal and moral requirement to pay the 8% PST 
imported goods, but the lack of a collection mechanism 
giving imported goods an unfair advantage. We believe 
s could be easily rectified by harmonizing the GST and 
'T. We recommend that there be some negotiations held 
th the federal government on this issue. 

There is also the issue of gasoline. There is a cost 
‘ferential between the US and Canada and it has been 
scribed as a loss leader that brings Ontario shoppers into 
> US. Much of this cost differential is attributed to the 
Jeral and provincial taxes on gasoline. The Ontario Border 
ymmunities Mayors Task Force on Cross-Border Shop- 
ag has proposed that a series of reduced tax zones be 
iplemented for gas stations between a Zero- and 50- 
lometre distance from the border. It is their contention 
at a reduction in gasoline tax through a zoning formula 
ll realize the same level of taxation revenue for both the 
ovincial and federal governments, while eroding the loss 
ader status of US gas prices. 

Enforcement of laws at the border has also been a 
cus for discussions. We believe this is appropriate, but 
2 also caution that in doing so it should be remembered 
at penalizing US shoppers and tourists who wish to visit 
d shop in Ontario through slow-moving lines and so 
rth would exacerbate the problems of Ontario retailers. 
‘e should also note that the costs of increased enforce- 
ent through a larger number of inspections should not be 
mitted to outweigh their advantages. 

Small Business Ontario, a branch of the Ministry of 
dustry, Trade and Technology, has provided assistance to 
ntario border communities in the form of a marketing 





Strategy framework to assist those communities in keeping 
their shoppers at home and, of equal if not greater impor- 
tance, to bring back American tourists who have been staying 
away from Ontario. 

In these difficult economic times, price becomes quite 
important for many people in determining whether they 
are going to purchase here or in the States. While it is easy 
to say that Ontarians should shop in Ontario to keep jobs 
in the province and support the government services we 
benefit from, that argument must seem very academic to 
an unemployed worker who can buy gas, milk and bread 
cheaper in the US. When we look at the extent of cross- 
border shopping, it does raise the question of whether the 
cost of our social programs has exceeded our willingness 
to pay for them. We need a strong tax base to support our 
social programs and this relationship seems to be out of 
sync. We need to redress the balance between a viable tax 
base and the costs of our social programs. 

Collecting PST at the border, introducing gasoline tax 
zones, enforcing our border regulations and improving the 
marketing of our communities should all have a beneficial 
effect for border retailers and government revenues. They are, 
however, surface solutions and do not address fundamental 
competitiveness issues in the province. 

I would like to talk about some of the long-term solu- 
tions. The question that needs to be addressed is: What 
does Ontario need to do to be competitive? The answer to 
this question lies with business, labour and government 
and is in our view the single most important issue facing 
Ontario. We urge that the mandate and membership of the 
Premier’s Council be expanded and that it address this 
issue as a top priority. 

If a partnership is established to focus on competitive- 
ness, the Ontario government might consider its role in the 
competitiveness or non-competitiveness of Ontario’s 
goods and services. High levels of provincial personal in- 
come tax leave fewer dollars in the hands of consumers 
and contribute to making price for many the top criterion 
in a purchasing decision. 

1130 

The PST at 8% is two percentage points higher than 
the New York sales tax and again gives the US retailer an 
edge. In an Ernst & Young study of cross-border shopping 
for the Sault Ste Marie Chamber of Commerce, 82% of 
respondents believed US prices were better. 

Direct and indirect taxes on business also have their 
impact. Corporate taxes, fuel taxes, pay equity, workers’ 
compensation, hours of work and pensions are all costs of 
business that flow through to the consumer in the form of 
higher prices for goods and services. This is not to say that 
any one of these initiatives is wrong, but they are costly in 
themselves and have a major impact on a cumulative basis. 
The Fair Tax Commission as it undertakes its study of 
taxation in Ontario should bear this in mind. 

The question then asked is: If government revenues are 
decreased to make our products more competitive, how do 
we pay for the services we enjoy and do not want to give 
up? First, in a growing healthy economy, there would be 
less call on these services, and second, many inefficiencies 
can be found in the delivery of these services, particularly 
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in the area of duplication of government services. One 
example here would be the duplicated collection system 
for GST and PST. A further example would be the need to 
concentrate our health care resources more on prevention 
and less on cure. 

Business needs to re-examine its contribution to com- 
petitiveness as well, to improve both quality and cost to 
the consumer. Labour too needs to evaluate its role in com- 
petitiveness. We all need to work to accelerate positive 
change in the province. 

In order for partnerships to work we must all stop seek- 
ing a bigger share of a shrinking pie before only crumbs 
are left to pick at. The cross-border shopping crisis will 
have served us well if it can be used as a springboard from 
which a new partnership can be launched with a healthy 
economy as its target. 


Mrs Matthews: That ends our formal comments. I 
am sure there will be a multitude of questions on our 
presentation. 


Mr Sutherland: First of all, just one point of informa- 
tion. You mentioned on page 4 the expansion of the mandate 
and membership of the Premier’s Council. There are several 
Premier’s councils; which one were you referring to? 


Mrs Matthews: It would be the Premier’s Council on 
the Economy and Quality of Life. I think they have a 
three-volume report currently. 


Mr Sutherland: Okay. Thank you. You talked about 
the issue of competitiveness and the impact on retailers 
and how we all need to do a better job. I believe one of the 
surveys done by Mr Winter noted that people felt they 
were getting better service in the United States in some of 
the stores. He also thought there were friendlier people in 
the States, but I seem to be the only one surprised by that. 

Do you have any numbers in terms of how much retailers 
are spending on staff training, that type of thing, product 
knowledge? I worked in the retail sector in a grocery store 
for seven years and was always concerned about how we 
hired people and just threw them in there without any 
training, or just assumed that they knew how to treat people 
and how to solve problems that may have come up and 
how to deal with consumer complaints. I am just wondering, 
from a retailer’s standpoint, whether there is any dollar 
figure or any surveys you have made of your membership 
to get a percentage figure that they spend on that area. 

Mrs Matthews: Specifically, Mr Sutherland, we do 
not have a dollar figure. A number of our members, 
through local chambers, have been involved in co-operative 
training ventures with the community colleges in order to 
give their staff that training edge and relate to tourism in 
particular, but a specific dollar figure or time figure I do 
not have. 


Mrs Sullivan: I too am very interested in your com- 
ments relating to the Premier’s Council. I think yours is the 
first organization that has suggested that the Premier’s Coun- 
cil move from discussion of technological competitiveness 
on the international scene to the goods and services area. 

In that area, would you see the Premier’s Council looking 
at, for instance, the identification of new marketing trends, 
niche marketing or the identification of international 


trends, for example, in retailing and in marketing gener| 
where Ontario retailers can in fact be in the forefront ra 
than behind international trends? I think that in the pas’ 
have seen, for example, the warehouse operation, suc; 
the Price Club, starting somewhere else, or the combi 
retail outlet-manufacturing operation, such as Ikea or Hat 
starting elsewhere. Do you see a role for the Premi 
Council in those kinds of marketing focus studies, or | 
would you see the Premier’s Council attacking this? 

Second, yours is not the first group to talk about: 
gas tax and its variegated implementation based on : 
tance from the border. That is done in Quebec with a V 
different kind of community, in terms of population q 
centration and so on, moving away from the border. ( 
of the things I see as a problem here is that, for exam; 
Thunder Bay identifies itself as a border community | 
yet is 200 miles away from the border. In my commun 
which includes Oakville, Burlington and Milton, retai, 
are certainly affected, in their view, by cross-border sh 
ping. Metropolitan Toronto is clearly adding more to t 
market. How do you define levels of distance from. 
border that do not include the entire province? | 


Mr Cristofaro: Let me answer the question on gasoli 
The speaker before us addressed that. He is from Queb 
so am I. There are in Quebec these gradual tax zones. 1 
system was set up so that it would not be advantageous 
you are a resident of Oakville, for example, to drive do 
to Buffalo to gas up because, no matter what the price Ww 
it would cost you more to get there and back than a 
Savings you are going to achieve at the gas pump. | 

So you have a system in place that does it gradual 
whereby if you save $3 by going from zone A to { 
United States, you would give a credit to those retail 
that would enable them to compete with the US. 


Mrs Sullivan: Could I just interrupt for a second? T 
other problem then becomes: What happens in the loc 
market when the guy from Mississauga comes to Oakvil 
The gas service stations in Mississauga are affected by tl 
kind of fuel tax reduction in a community right next de 
within the same province. You cannot stop people frc 
Mississauga. 


Mr Cristofaro: But, Mrs Sullivan, if you do it gradual 
whereby you have a price that, next door to the border 
45 cents a litre and then you have got 46, 47, 48, it willn 
be advantageous for you to travel the extra 10 miles just 
gas up and save one cent. I grant you, you cannot have 
perfect system in place, but you can get a system that is 
lot better than we have right now. 


Mrs Matthews: On your earlier question, certain 
there would be support for that kind of activity. Out of tl 
original councils came a number of reports and studi 
talking about a need to restructure core businesses. I do n 
think I would limit the council to the two or three that yc 
have suggested. Certainly there is a multitude of compet 
tive issues that the council would have to address. Reall 
what we are supporting is the need for business, labour an 
government co-operation in order to find those solutior 
for all of Ontario. 
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Mr Jamison: I notice that you broached the subject of 
PST and the GST, and you have said it would be ad- 
itageous for business to have those taxes combined. Ob- 
usly you understand that this government chose not to 
rease taxes by doing that, because there is an increase 
sbout one half a per cent once you do that, and by doing 
has left $500 million in the pockets of the consumers of 
province. 

10 

But I am having some difficulty in understanding—on 
> hand you are talking about various tax levels and then 
1 are suggesting a measure that would in fact increase 
es collected by approximately half a per cent again. 


‘Mrs Matthews: If it was harmonized, sir, and you 
re collecting the 15% to begin with—the reason you are 
ring $500 million is because you did not stack it, not 
ause it is not harmonized. 


Mr Jamison: We are not saving $500 million; the 
asumer is. 


) Mrs Matthews: But it is a different issue. 
Mr Jamison: Yes. 


Mrs Matthews: One was charging 7% on top of 8%, 
d that is where the additional money came in. The other 
put them together and charge 15% once. 


Mr Jamison: What exactly is the chamber doing 
svince-wide at this point to react to this particular situa- 
n? I ask that for this particular reason: so that we in 
vernment can understand where we can co-ordinate our 
‘orts, because I believe the previous group was very correct 
‘saying that this is an issue that various groups cannot 
al with effectively in isolation. I would be very interested 
hear what ycu have been doing to this point. 


Mrs Matthews: We have made presentations at the 
ovincial level, and our Canadian chamber colleagues 
ve made presentations at the federal level, with respect 
harmonization, because the other thing that impacts the 
isiness community on that particular issue is duplication, 
e bureaucracy and the paperwork and the complications 
t the small retailer to have to collect two taxes; so there 
the workload impact as well as the revenue side of it. We 
ive made presentations at both the provincial and the 
deral levels, encouraging both levels of government to 
ime back to the table and to harmonize those taxes into one. 


Mr Jamison: But my understanding is that where in 
ct the provinces have done that, it has really not solved 
e problem. There is no collection of GST at either of 
ose provinces’ border crossings. 

Mrs Matthews: I think that is an addendum to the 
scussions. First you have to harmonize and then you 
ave to agree on the collection. 

Mr Jamison: But they have. They have, and those 
xes, to my knowledge, are not being collected at the 
order crossings. 





Interjection. 


Mrs Matthews: Yes, I was going to say, if they are 
dlecting the federal tax they would automatically be 





collecting the provincial tax, through the harmonization, 
not previously. 


Mr Jamison: Is that happening in Quebec and in Sas- 
katchewan? It is not happening at this point, to my under- 
standing. 

Mrs Matthews: My understanding is that it would be 
part of the process, but I do not have a piece of paper that 
says that. 

Mr Kwinter: I would like to make an observation and 
then just ask a question. On this gas thing and the various 
zones that are in effect in Quebec, there is even some 
question whether they are working there, but the reason 
they do not have a hope of working there is that there are 
no great population centres right at the border of Quebec 
and the United States which have any real impact on the 
economy. You have to travel quite a distance, so there is 
nobody who would be travelling to the border to save on 
gasoline because, as it was suggested, it would take too 
long to get there in Quebec. So what they are really saying 
is that if you are coming from Montreal and you are cross- 
ing at Burlington, Vermont or Plattsburg, New York— 
wherever it is—you have got to travel 70, 80 miles to get 
there, or whatever it is; but before you get to the border, if 
they have these zones, they will let you buy some gas so you 
do not have to fill up in the US and the money stays here. 

But in Ontario, we have many major population cen- 
tres that are within easy driving distance. If they are not 
within easy driving distance to the United States, they 
would be within very easy driving distance to where these 
zones are, so you would have a system that I do not think 
could work because of that. We are just too close to the 
border and we have got too much population that close to 
the border. 

The thing that I really wanted to ask about is that I see 
all of your recommendations—and I agree with most, if 
not all, of them—as being long-term restructuring of the 
way we do business. I do not see it happening tomorrow, I 
do not see it happening next year; I do not see it happening 
for maybe five or ten, if it happens at all, whereas, we are 
talking now about a retailing problem. The other things 
affect our competitiveness in world trade; they affect our 
competitiveness in attracting investment, but what we are 
talking about basically is a retailers’ problem, which even- 
tually impacts all the way down the line, because it then 
impacts on the manufacturers and on the service sector. 
But right today, what you have is a shopper who, even in 
Toronto, sees a purchase and says, “I can go over to Buf- 
falo and buy it, pay the duty and everything else, and still 
save a lot of money.” How do you address that? In the 
short term, what are your solutions? 

Mrs Matthews: I guess, Mr Kwinter, in the short term 
we make four proposals: harmonization of PST and GST 
to take away that cost advantage in going south, because 
you are going to pay the extra tax when you— 

Mr Kwinter: Could I just ask you a question about 
that? Right now, there is no question that, given the econo- 
mies of scale, there is a cost advantage on many items in 
the United States. With the dollar today at 87— 


Mrs Matthews: Just under 87 cents. 
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Mr Kwinter: Okay, it is around 87 cents. When you 
combine the PST and the GST you have 15%, which just 
about makes it neutral. In other words, any advantage or 
disadvantage of having to pay the PST and the GST is 
more than offset by the value of the dollar. So what I am 
saying is that, even if you do that, you still have to address 
the basic problem of economies of scale, efficiency of dis- 
tribution, and all those things. There is no question that all 
these things you are suggesting are going to help, but are 
they going to be enough to change the pattern? 


Mrs Matthews: I think, Mr Kwinter, that is probably 
why we characterize them as short-term solutions. We 
would not disagree with your analysis of gas zones and 
problems that there may be in implementation. I think it is 
the problem of what you can do in the short term for 
business people and communities that are really hurting in 
these border areas. I think they need the long-term solu- 
tion, but many of them are not going to be around when 
we find the solution, unless we can have some short-term 
assistance for them. Gas zones have enormous problems in 
their application. It may just move the problem to Burling- 
ton or Oakville, but it will offer some help and short-term 
assistance to people who really are on the edge in terms of 
the viability of their businesses. 


It is very hard to suggest that, although this is a 
retailers’ problem at the moment, it is the inputs as well as 
their own practices, and the responses of citizens in hard 
times who want to find the lowest price, that are really 
combining to make it a retailers’ problem, and we are 
viewing it that way. But until we look at the whole produc- 
tion-distribution system, we really cannot give the retailers 
a long-term answer. 


Ms Harrington: I sat on our chamber of commerce in 
Niagara Falls for a couple of years, and I would like to tell 
you I am very impressed with the amount of interest they 
have in so many issues, provincial issues and local issues. 
They are really, genuinely concerned about the community. 

I wanted to tell you what some of the merchants told 
me last weekend, that when the difference in filling up 
your gasoline tank is only $5, as opposed to $10, people 
will think twice about going across the border; people who 
are busy, who do not feel that it is that much of an advan- 
tage. So I am thinking that would be good to consider, 
because once you get over there, you are tempted to look 
around at the other things, and you leave your money over 
there. 


I arranged a meeting between our local chamber of 
commerce representative and Premier Rae at the beginning 
of March; we proposed this issue to him and we had a 
fairly full discussion. Our local chamber is involved with 
the “Shop Ontario” campaign, which is trying to do some 
marketing about what is competitive and a good buy in our 
local area. 

It is difficult for them, I admit, and the thing that I have 
found, after speaking with them, is that some of the mer- 
chants lack interest in fully participating in this aggressive 
type of marketing campaign, and really getting involved in 
this issue instead of just sitting back and saying, “Well, we 
can blame everybody, the federal government and X, Y 


and Z.” They should be saying, “What can we do, person, 
to educate”—of course, they do not like pointing the fir 
at consumers and saying, “You should not be going ac: 
the border.” That is not what they want to do, that is 
what we want to do, but we do want to have some 4 
positive way of dealing with it. Promotional; your org’ 
zation at a provincial level, is there any way you Can se 
get local, small merchants more involved with promotic 
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Mrs Matthews: That is a tough one. I would hope 
those merchants are members of their local chamber of 
merce as well. I made reference to one of the co-operat 
training ventures with local chambers and community ¢ 
leges. Obviously it is a difficult problem. I am not sure t 
you can force them to do anything other than pointing 
their best interests. So I am not sure I have an answer 
that one, Ms Harrington. 


Ms Harrington: You mentioned having the gove 
ment and the unions, I think it was, as well as— 


Mrs Matthews: Business, labour, government, work 
together, yes. 


Ms Harrington: —working together. I certainly ag: 
with that. I am saying that before we can really doa] 
we need to have it come from the merchants, the sm 
business people, from the grass roots, so that we can wc 
together. 


Mrs Matthews: I thought that is what you were heari 
at these hearings, especially with the border communit 
and chambers of commerce making presentations. I thi 
the willingness is there. 


Mr J. Wilson: Just a preamble: perhaps I did r 
make myself clear in my last comments when I talk 
about taxation. I note that the Ontario Chamber of Cor 
merce points that out as one of the primary problems. 

You indicated to me off the record, Mr Chairman, tk 
the Canadian Federation of Independent Business had pl 
sented contrary evidence, and Mr Sutherland agreed wi 
you. I can only suggest that you re-read this. It has t 
point in spades that Ontario’s competitiveness is one of t 
primary reasons—in fact, in conclusion, that is what th 
deal with and the charts indicate— 


The Chair: Your comment was International Fal 
compared to Fort Frances; the closest comparison that do 
ument deals with is Duluth with Thunder Bay, and tI 
chart clearly indicates that the tax differential in Thund 
Bay to— 

Mr J. Wilson: Is less. 


The Chair: —is around 15%, and at one point, 
think, as high as 21%, but your comments ran to three | 
five times the amount. 


Mr J. Wilson: I apologize if that was your specifi 
comment. We agree there is a significant tax differentia 
Whether that ranges from 10% in the case of Thunder Ba 
versus Duluth—it is significantly higher, as much as, I thinl 
40%, I was just reading, between Toronto and Buffalo- 
my argument is, strictly from my experience last weeken 
in Fort Frances, that you might find examples there if th 
study were to be done by the government or otherwise, 0 
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5 50% differential based on the taxes paid on the Fort 
nces side, versus the International Falls side. 

Just a simple question, obviously. We agree; we have 
rer met before, but we have come to independent con- 
sions that taxes are a major part of the long-term problem. 
e solution that this government has put forward has 
sn to defer many of these matters to the Fair Tax Com- 
ssion. I am just wondering whether your organization 
j the people you represent, the small businesses in On- 
io, the people who actually create the jobs in our com- 
nities, can wait for the report of the Fair Tax 
mmission and subsequent action it may take. It may be 
ee years, and I would argue that many, many businesses 
snot afford to wait until that commission comes forward 
th recommendations. Any comment on that? 








Mrs Matthews: We agree, Mr Wilson. I guess we 
came in today with hopeful suggestions on the short-term 
basis, things that could help until the longer-term solutions 
are found. We know businesses cannot wait two or three 
years for anything to happen. They need something in the 
short term and then working towards longer-term solutions. 

The Chair: I would like to thank you for your presen- 
tation. Those are the bells that I was warning you about. 

Mrs Matthews: Yes. That was very good timing, sir. 

The Chair: Thank you. 


The committee recessed at 1155. 
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AFTERNOON SITTING | 


The committee resumed at 1552. 


The Chair: I call the committee to order. We got a 
little hung up and started late, but that should not interrupt 
the time we have to hear your presentation. 


CANADIAN COUNCIL 
OF GROCERY DISTRIBUTORS 
The Chair: We have the Canadian Council of Gro- 
cery Distributors. Perhaps the spokesperson will introduce 
those present. 


Mr Carter: Before I begin, I will ask you if it is all 
right to make a short presentation of our brief and then our 
contingent is happy to discuss the issue and answer questions 
wherever that is useful. 


The Chair: That is good. 


Mr Carter: Thank you. Let me introduce my associates. 
Kevin Ryan is vice-president, store operations, of National 
Grocers/Loblaws, which includes Zehr’s and sells to Mr 
Grocer, which is a franchise operation. Jonathon Wolfe is 
president and chief operating officer of the Oshawa Group. 
In this area you may know some of its stores: it operates 
under the name of Food City, a little further away is Dutch 
Boy, and it wholesales to the IGA group in this part of 
Ontario. Bob Winstanley is director of public affairs of 
A&P, Dominion and Miracle Food Mart. I am Tim Carter 
and I am with the Canadian Council of Grocery Distributors. 

We have a submission which we would like to put 
before the committee and I gave copies to the clerk. With 
your indulgence, I would like to briefly refer to it, starting 
at the first page. 

Let me first of all say that we appreciate very much 
having the opportunity to come before this committee, be- 
cause this issue is of major importance to food distributors 
in the province. Some years ago when it started, to us it 
was important, but since then the sales loss and financial 
drainage have accelerated to the point where we put this 
issue at the top of our list of items that are important to us 
for discussion with government. 

Our document is divided into seven sections. We have 
listed those at the bottom of page 1, and I would like to 
refer to them briefly now. 

The association, which we call grocery council, is a 
trade association representing food wholesalers and retailers. 
This is a national trade association. Within the membership 
we have food distributors that do over 80% of the 
country’s business. In Ontario that percentage is about the 
same. I might say that the members in Ontario operate 
Stores right across the province with staff that exceeds 
80,000 employees. This is the major trade association for 
food distribution, which is wholesale and retail. 

Maybe I could start with the size of the financial loss 
that we attribute to cross-border shopping. You have prob- 
ably had a number of estimates placed before you. We 
would like to deal specifically with food. 

Food retailers, individual grocers, will estimate their 
Sales loss and gain from various competitors. It is hard to 
pull together these numbers on an individual trading area 


basis. What we tried to do is give you more of a i 
look at the province overall. On 4 April you had be 
you John Winter and Associates, who estimated that in 
year there would be a loss from Ontario of about $1 bil 
in sales to US retailers. My look at these figures conch 
that about one quarter of that, or about $5 million 
week, would be the food retail loss. | 

Translating that into jobs is particularly suitable f 
food retailing exercise, because food retailers guide t 
operations by sales per labour hour, very closely. Labou 
60% of the cost of running a food store, so they are q 
meticulous in measuring the sales per labour hour. W 
we apply that to the sales loss, we come up with a figur 
the neighbourhood of 1,700 jobs lost in the food retail 
sector from that sales loss of about $5 million per we 
This is both part- and full-time employees. 

That is just food retail. We believe the worst poin 
which an economy can lose jobs is at the retail level, 
cause at this point when you lose a sale you lose it all 
way back through the system. A retailer losing a sale to 
United States does not buy subsequently from the ma 
facturer, who does not buy from the farmer for the 1 
material, who does not buy from the package manufactu 
and so forth. So the whole chain or all the levels wit 
food distribution lose. 

This then means that the 1,700 jobs you lose at re 
are compounded by whatever you lose further back in 
system. Moving over to page 4, we have made no estim 
for what you lose in the food system beyond retail. | 
notice that the representatives who appeared before | 
committee this morning did so. We have no argument w 
their figures, but it shows that there is a loss through | 
whole system. 

One thing we have not done as well, which you m 
want to look at, is the job loss in the non-food section. 1 
have just looked at food. Of course, when you lose ret 
sales in clothing, appliances, liquor and all those other plac 
you are going to have a job loss at retail that is followed: 
with a job loss further back in the distribution chain. 

We have concluded that the aggregate loss to the provin 
in jobs and sales is of alarming proportions. We have al 
concluded that it is going up, and going up steeply. V 
look at the figures presented by the government showit 
the same-day trips. They have gone up for the last thr 
years at the rate of 20% to 25% per year. We think o 
sales losses are going up at the same rate, so it is growing 

One of the things I probably should add, Mr Chairma 
is that we nave noticed that the retail industry and son 
other industries are coming forth and talking to you. B 
when the retail industry adjusts, because it is losing sal 
seriously, and the stores either close or downsize, the noi 
will drop down. At that time, whether it is one, two, fiv 

however many years that is, that will suggest th 
haemorrhaging has stopped, but it will not have stoppet 
because you will still be losing the sales from the manufat 
turing sector, from the farming sector. That will go on, eve 
though the sound and the racket the retailers are makin 
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tently may die down. That is an important point for people 
public policy to see, that it is a total economy problem. 
)0 

On page 5, we talk a little about the causes. We believe 
cause of the shopping migration to the United States is 
ven by lower prices primarily. This is particularly due to 
. fact that over the past little while we have been in 
ession. Our own research shows that Canadian shoppers 
, particularly sensitized to low prices, and they have 
ywn no reluctance at shifting brands, shifting stores, and 
fting countries. 

US retailers, targeting the Ontario market, are using 
scific tactics to attract Ontario shoppers. I have brought 
ne flyers with us that you have probably seen—maybe 
y have even been delivered to your homes—that show 
. kinds of features they are offering to Ontario shoppers. 
t-times, they are things the Ontario retailer cannot 
itch. Here is one that is interesting. That is beer, Molson 
ylden in a supermarket, sold in New York state at half the 
ce you would pay for it in a store here. We cannot even 
| beer, let alone our own beer. They are dropping those 
ers in southern Ontario. Here are eggs at 28 cents. Super- 
kets cannot buy eggs here for their own sale at 28 cents. 
They put in maps, as you can see, on how to cross the 
rder and get to the supermarkets. They offer Canadian 
sdit card service and, of course, they are open seven days 
week. They go after us in ways that are very hard for 
inadians to match. 
They have done so in ways that are not just found in 
> flyers in Ontario. They have changed their stores. We 
2 a lot of stores opening in the neighbouring states which 
2 dependent upon attracting Ontario shoppers. We do 
ence plate counts in the parking lots of US supermarkets 
d we know that a major proportion of their shoppers are 
m Ontario, so they have a dependency upon Ontario shop- 
rs. We put in the results of one bit of research on page 6. 

We look at pricing comparison, because pricing is the 
jor attraction. You have probably had a number of stud- 
s presented to you on pricing differences. We have re- 
ived a number of them and would be pleased to 
mment during the question period, if you want to ask us 
out the pricing level differences we observed. 
I am on page 7, talking about the reasons we believe 
2 pricing levels are different between Canada and the 
aited States. We know the obvious ones, including the 
ze of the country and the climatic conditions. We have a 
taller population base, which damages the economies of 
ale. We also have large differences that increase the cost 
‘freighting around the country. The northern location of 
e country puts a premium on single-crop production, and 
e hazards of crop damage in that kind of situation. 

You probably can get, if you like, testimony from the 
anufacturing sector about these areas, which they are 
tter equipped to talk about than we. They could also talk 
out the rate of profitability between Canada and the 
nited States. We can simply mention to you that the retail 
vel profitability in Canada is less than it is in the United 
ates. In the US it is 0.86%, which is less than 1% on the 
lar. In Canada it is 0.57%, which is half of 1% on the 
lar or of one cent on the dollar. Even if we were the 












same level, it would not account for the huge price differ- 
ences. We are dealing with less than a cent on the dollar. 

One of the things we would like to talk about this 
morning is the role of government in the price differences, 
and to tell you about some of the answers which retailers 
operating in border areas have given to their trade associa- 
tion. For today and other presentations we have asked 
them to comment on these things, and they have suggested 
that one of the factors contributing to the differences are 
the costs of government, both direct and indirect, in affecting 
pricing levels. 

At the federal level, I would like to simply mention the 
difference in the input costs of some items. Those items 
are the industries regulated by supply management market- 
ing boards. We see the biggest price gaps between Canada 
and the United States in those items: turkey, chicken, eggs, 
dairy items. This, to a large degree, we think, is because of 
the difference between Canada and the United States in the 
way the producers are subsidized. We tend to do it through 
the pricing mechanism as well as the production, which 
pushes up prices. The United States does it through the 
Treasury, which is a different form, so that at the border it 
makes the gap that much greater. 


The Chair: Is that how they can put eggs on the market 
at 28 cents a dozen? 


Mr Carter: We think so. 
The Chair: Is that a loss leader? 


Mr Carter: That suggests the retail loss leader. What 
we are talking about here is the government approach to 
helping the farming community. It is very different be- 
tween Canada and the United States. Here, egg production 
is controlled in quantity and price. There is a cost of pro- 
duction formula that allows farmers to be subsidized 
through the pricing mechanism, which goes right through 
to the consumer, so it pushes up the price of eggs in Canada, 
as opposed to having the taxpayer do it heavily here, as is 
the case in the United States. 


The Chair: Do you have any comparative analysis of 
how much the federal Treasury in the United States puts 
into its subsidies at the other end, which would then give 
you an idea of what the real price of their egg production is? 


Mr Carter: Sure. I do not have them with me, but let 
me tell you where I think they are easy to come by. In the 
recent round of GATT negotiations, every country had to 
put in its method and its quantity of subsidizing the agri- 
cultural sector, so these figures are available. You would 
go to the sectoral advisory group on international trade; it 
is the Department of External Affairs. 

We are working with Agriculture Canada on the subject 
of the federal government’s approach to a second generation 
of marketing boards. It is a subject which does concern us 
and does push up the price gap. 

At the provincial level, there are areas which we think 
cost us, and we would like to mention those. Some of them 
are direct and some are more indirect. On the direct side, 
we have those which relate to labour costs, such as pay 
equity and minimum wage differences and workers’ com- 
pensation, to mention a few just as illustrations. 
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On the marketing restriction part, we have noticed that 
US retailers are quick to exploit advantages which they 
enjoy. We mentioned the flyers and the credit cards, and 
the beer and wine. We did not mention Sunday shopping. 
This is an obvious advantage and one we would like to 
mention. There are others, which I have referred to on 
page 10, and we can get into them at question period if that 
is of interest. 

Moving over to the conclusion on page 11, we would 
like to simply mention that we think the loss in cross-border 
sales is symptomatic of the larger issue, which is the com- 
petitiveness of Canadian or Ontario industry in facing in- 
ternational competition. The fact that the retailers are 
losing business to the United States we do not think has 
been influenced by the free trade deal at the retail level, but as 
trade liberalization continues through that deal, certainly 
other sectors of our industry are going to face, increasingly, 
international competition, and they will need to look to- 
wards being competitive. This is our supply community. 
1610 

We do not believe sealing the borders is the answer. We 
think what we need to do is look at operational disparities 
and move towards correcting them. This is within our own 
operations as well as the government aspect of public policy. 

We think the starting point is for the government to 
recognize its role in affecting the outcome of the economic 
struggle and the regulatory burden which it places on local 
industry. We think this should be viewed alongside the 
regulatory burden which is placed on competitive industries. 
In our case, it is food retailers operating across the border. 
In the supply industry, it is either that which is placed on 
companies that sell into Ontario or in the markets to which 
Ontario companies wish to export. 

We think the public sector or government is very much 
a part of our competitive team and we would like to work 
together to preserve markets, as we know that it is through 
Our joint work that we will be successful, ultimately, in the 
competitive struggle. 

Our first recommendation, on page 13, is to suggest 
that the government accept its role as part of our competitive 
unit and do an assessment in much the same way as we 
know they do at the federal level on new bits of regulations. 
They look at it in socioeconomic impact studies. We notice 
them as well on the assessment of environmental factors. 

What we would suggest happening, in advance of im- 
plementation of legislation or regulation planned, is that it 
be assessed in terms of the competitiveness of Ontario 
industry. A benchmark study would be useful to look right 
now at the competitiveness and the regulatory burden that we 
and other parts of the economy face, as a benchmark, and 
we would be pleased to co-operate if that would be useful. 

The federal government, on Monday 22 April, will be 
announcing a benchmark study which we suggested it do. 
It will not be on food, but they will be announcing it in 
Niagara Falls. In that city, there will be a meeting of about 
20 industrial groups on the subject of cross-border shop- 
ping. If the committee wanted to send a representative, I 
would think that would be very welcome. There will be a 
number of papers presented, one by Industry, Science and 
Technology on a study it is doing on the regulatory burden. 





However, they have said that budgetary restrictions 
preclude their doing more work in this area, so I think 
encouragement which the province could give them tc 
back into it would be most worth while. | 

The federal government has released a documen 
customs and excise dealing with Customs 2000 an 
approach to running inspection points at border crossi 
It is concentrating on facilitating traffic flow. We \ 
before the minister suggesting to him that the empk 
should be on preserving the integrity of the border, 
thought they were going in a direction that was fine, 
they should place their emphasis primarily on looking ¢ 
their primary role, maintaining the rules of importat 
We would like to make sure they do not swerve on 
and I think any help we could get from the province wi 
be appreciated. 

They are also looking at a fast-track proposal to t 
one lane at border points available for frequent travell 
At these points, these travellers would voluntarily m 
out forms and get billed for their duties by mail. This: 
allow them to go across the border more quickly. 

We suggested at the time that they do a proper stud: 
this involving the retail industry so that we could pu 
pre- and post-figures to assess the impact on cross-boi 
shopping. We do not think this idea has been taken 
board and any help you can give us in that would be \ 
worth while. 

It is important, before they expand this notion ac 
the country, to understand the impact. We do not think 
going to be a good one on sales and it should be looke 
carefully. 

Our last recommendation, on page 17, deals with 
collection at the border. We think it reasonable that 
provincial sales tax be collected when the GST is be 
collected there. We think an agreement between the provi 
and the federal government is a good idea. Of course, 
could not say that without advocating, as retailers, that 
two tax systems be harmonized. It certainly would h 
our operation, as it would the collection at border points 

That is the substance of our presentation. Thank you 
letting us present it. We stand ready to answer questions 


Mr Kwinter: Mr Chairman, am I restricted to « 
question? Okay, I have one question with several parts 
that all related to the main question. 


The Chair: You guys do that all the time any w 
Why do you even ask? 


Mr Kwinter: Number one, do you have any figures 
to those who cross-border shop, what percentage of th 
shopping is done in grocery products? 


Mr Carter: I have some figures that are limited. C 
of the things we know is that people change their bas 
according to the distance from the border, among of! 
things. So people who live right in the same town wht 
the border is may do more incidental shopping like foc 
whereas people who live in Toronto may do less food a 
more appliances and clothing and some of the big-ticl 
items. So it will change. We have one modest study, 
least I do; maybe my friends have other ones. In F 
Frances the proportion was quite high, but it does changé 
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We have, as you will notice in our brief, taken a posi- 
n alongside Mr Winter’s study of about 25%. 


The Chair: This is part B, I guess? 
Interjection: Port customs, Mr Chair. 


Mr Kwinter: Part B, yes. I would assume that, given 
size certainly of the representatives here, from a buying 
yacity, you would have the ability to buy as well as, say, 

s. I am talking about certainly the members sitting 
re. | would think that A&P and Miracle, or the Oshawa 
oup or Loblaws would certainly be in a position to buy 
well. Is that a fair assumption? 


Mr Carter: I would think so. 


Mr Kwinter: I am not talking about items that are 
atrolled by market suppliers or supply management. The 
int I am trying to get at is that if a box of Kellogg’s Corn 
akes is being sold in the United States and in Canada, 
at are the factors that would make it more expensive in 
nada that it would in the United States? 


Mr Carter: You first of all have the cost at which the 
:olesaler has to buy it. Kellogg’s probably will not sell it 
the same price in Canada as it will in the United States. 
ey have a whole lot of different regulations to live with, 
xy have different costs, they produce it in Canada so 
2ir economies of scale in their production are going to be 
‘ferent. Their distribution costs are going to be different, 
the price to the wholesaler will be different. 

Kellogg’s is probably the best one to give you the rea- 
ns for its difference in pricing levels. We know, from 
king to the suppliers, that those who have a high compo- 
nt of supply-management products as part of their costs 
> having difficulty facing at the process level the im- 
tted products. Kellogg’s has grains in it. That is not one 
nere there is a great difference, but certainly for milk 
sre would be and some of the other products. Maybe my 
ends would like to get in to comment. You might want 
call Kellogg’s. 


The Chair: My understanding is that for Kellogg’s, 
2 actual content of the box is seven cents. 


Mr Carter: The actual content difference is seven cents. 
The Chair: No, no. That is what it costs. 
Mr Carter: That is how much weight is in there. 


Mr Winstanley: I believe that figure was mentioned 
ithout any scientific background at all, as well. That is 
st something somebody threw out on an estimate. 


The Chair: Do you have a better number? 


Mr Winstanley: I quite concur with Mr Carter. I think 
mu could get in touch with Kellogg’s. They could probably 
ve you a better answer. 


Mr Kwinter: What I am trying to arrive at is that we 
ive heard ever since we have had these hearings, “How 
me, when a product that is sold in the United States and 
t identical product is sold here, there is such a disparity in 
e price?” All I am trying to do is to get confirmation 
om the major retailers as to exactly the point you have 
ade. So, obviously, you are not buying even though you 
we the buying power that would be comparable to a Tops 








or even more, you still cannot buy as cheaply as they can 
at your level, at the product purchase level. 
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Mr Carter: I do not think it has a lot to do with 
buying power because they are in a completely different 
market. Within that market, they will be buying whatever 
the rules are within that market. 


Mr Winstanley: Tim, perhaps the answer is more 
closely that we would buy Kellogg’s Corn Flakes from 
Kellogg’s, which is in London, Ontario. Tops, which is 
part of Topco, which is an enormous operation, buys from 
Kellogg’s in Battle Creek, Michigan. So it is really apples 
and apples. Although the package looks close to the same, 
we are not buying from the same sources at all. That is 
why I suggest to Mr Chairman that he is best to get that 
representative answer. We are buying for two separate is- 
sues here. 


The Chair: You also have a second problem here that 
maybe makes the Kellogg’s Corn Flakes from Ontario 
more expensive than in Michigan. I brought information to 
the committee just last week that one of the representatives 
in my riding, who is a branch plant of a multinational, is 
told that they cannot compete with the parent company in 
the United States in terms of pricing and putting a product 
into the market. 

Free trade was supposed to give us the chance for 
economies of scale, which I think a lot of people assumed 
meant that all the companies in Canada would be able to 
compete with whatever is going on in the United States. 
That, in this one instance that I can certify as being accurate, 
does not seem to be the case. I am wondering if that might 
also translate into other costs. 

Mr Winstanley: That could be, Mr Chair. However, it 
is all anecdotal. The issue we are trying to get across in our 
presentation is that the price we are paying and we are 
vending it at is enough that it allows us, based on our cost 
containment, a lesser margin by about 60% than the US is 
able to make. 


The Chair: I think that is something that we as a 
committee have to understand and get to the roots of: why 
the prices are higher and why the prices are different. 


Mr Carter: I think that is a very useful exercise and 
you might do it on a number of commodities. The ones 
that have the biggest gap are the ones we mentioned, such 
as turkey, chicken, eggs and dairy, and they are all over 
50%. The ones that are a lot more similar deal with things 
like pork and beef and some of the grains. The condi- 
ments, where you have a lot of American manufacturers 
that are in both countries, you will find the difference is 
quite high. We will be happy to give your research staff 
what we know at the retail level, but we are only at the 
retail and wholesale levels. As you work your way through 
it, the retail component, as you can see, is less profitable 
here than it is in the United States. 

The Chair: I think those numbers would be very in- 
teresting for the committee to see. If you could send them 
along, we would appreciate that. 
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Mr Kwinter: I am still on point C, or maybe D. It is 
my understanding, and I may be wrong, but I heard some- 
where when I was a minister that the number one product 
in volume that is sold in a supermarket is soft drinks. But 
the number one sort of attraction, the one that people are 
most price-sensitive to, is milk. Is that something you 
would agree with? If you do not, then there is no sense in 
my pursuing the question. I was just wondering, do you as 
merchandisers find that? 

Mr Carter: I would ask my friends to comment on 
whether soft drinks are the largest one, but I can tell you 
that the ratio of sales of milk to the total company store in 
border towns is half what it is in non-border towns, which 
Suggests to us that Canadians who live in border towns 
buy as much milk in the United States as they do at home. 

Mr J. Wilson: But they buy a lot of everything else too. 

Mr Winstanley: Yes, once they purchase milk. By the 
way, that same analysis was presented last May in Halifax 
by David Sobey, who had the study of his stores in New 
Brunswick that were near the border. I believe that is prob- 
ably where you got the numbers as well as the numbers 
here in Ontario. The situation is identical there. But milk, I 
think you are probably right, sitting here with my competi- 
tors, is probably the driver. I do not think there is any 
question about it. It is consumed daily. You know, it is a 
fairly simple equation: If you want to drive business, find 
something that is consumed daily. 

Mr Kwinter: The whole purpose of my question is 
that maybe we have been hearing about the wrong thing to 
address. Maybe instead of worrying about the price of gas- 
oline we should be addressing the price of milk, if that is 
the number one driver as opposed to the price of gasoline. 

Mr Carter: I think what we understand is that when 
people go to the United States they do not just buy one 
item. They buy a basket and it will have gasoline in it or 
beer and some food items and milk. It is the totality of it. I 
would think milk would be a good one to chase down. You 
might want to find out what is in that basket and the item 
that is most frequently there per transaction is one that 
certainly is a driving force. I think. it would be a very 
worthwhile thing to draw statistics on. 

Mr Sutherland: Speaking of that issue, food, and 
talking about baskets, one of the presentations said their 
group did an analysis in Niagara Falls, one of the studies 
down there. When they looked at a basket of groceries on 
both sides they found that the differential was not that 
much. I am wondering whether you feel that in some 
cases, maybe even in your industry, we are possibly not 
selling properly, we are not retailing-marketing properly, if 
there is evidence to suggest that, and that in some ways 
their part of the thing is that yes, on items like milk there is 
the big saving, but that overall the savings are not as great 
as people are led to believe and that we are being out- 
marketed or outadvertised. 

Mr Carter: I do not accept the fact that the savings 
are not great. Some items are an awful lot higher. We just 
talked about the ones that are and they are over 50% 
higher, so it is worth your time, if you are going down to 
the States, to buy those alone on a per-hour basis. You can 





justify that because gasoline is so much cheaper that 
considered free. If you buy a basket, of course you. 
negate some of that value, but you do not have to do | 
People go down there. We learned about milk. They 
hitting milk. They do not have to buy the full rangi 
what they are doing. If you ate nothing but grains, 
pasta, and you ate pork and a little bit of beef, it prob: 
would not be worth while, in what we see, going to 
States. That is not what they are doing. They are hitting 
items where they can make a huge saving and mak 
worth while. 

Let me shut up and ask my friends if they want to 
anything. 

Mr Ryan: I have read the concern that we may 
outmarketed, but I do not believe that, based certainly 
our experience. We have a representative from A&P |} 
who does business on both sides of the border. I do 
believe that would be the case at all. Loblaws does b 
ness on both sides of the border. If you went dowr 
Louisiana or St Louis and you were to see the National 
Co stores, you would see stores down there that look v 
much like Loblaws stores. We export the technology or 
store design to that market. 

Our corporate brand program is exported to that mai 
philosophically. I am not talking about products, I am talk 
about the philosophical approach. In our particular case 
have put large supermarkets into border communities. 
Windsor, we put in two large supermarkets recently. 
Sarnia, we put in large supermarkets, the 100,000- 
120,000-square-foot variety, large units, well staffed, v 
stocked. To presume we are being outmarketed, if t 
were a thought, I do not believe that is the case. I beli 
people who work in our stores and the marketers in ( 
tario are as good as any place in North America. 


Mr Sutherland: I have two other questions. One 
want to talk about the issue of training and developmen 
Staff, We heard from Mr Winter that in a couple of 
Surveys people found they were getting better service 
one of the reasons, not the principal reason but one 
them, and it has a percentage factor. I worked in a groc 
Store, actually, for the Zehr’s people and they did a v 
good job of finding a niche in the marketplace in south 
Ontario in terms of service. But I was constantly surpris 
at how much lack of training and development there v 
of the staff. I am just wondering whether you could co 
ment in terms of whether there are industry standards 
that basis, or do you just assume that, you know, peo] 
you hire off the street are going to know how to deal w 
people? 
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Mr Ryan: Speaking specifically of Zehr’s, Zehr’s a 
the United Food and Commercial Workers have a jo 
program and they have a joint training centre that th 
work at together to accomplish exactly that particular ¢ 
jective. I cannot speak to the time that you refer to, t 
certainly that issue is being addressed on an ongoing ba 
to provide the type of service that customers are looking fot 


Mr Sutherland: I was also under the impression th 
you set aside a certain percentage of your sales budget o1 
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centage of your budget for community involvement, 
mmunity support. I was wondering if you can give us an 
.a, is there a standard and could you give us some idea 
to how much money you are putting into these commu- 
ies, maybe in the communities of Ontario altogether, in 
ms of supporting minor ball teams, hockey teams, Big 
others, hospital campaigns. 

: Mr Carter: I am going to ask them all if they would 
nk about that. One of the things that is hard to estimate 
giving to a food bank, or at what level do you do it. 
ey may have different ways of calculating that. Some 
gs you do when you distribute things and pick up in 
ur trucks. Not everything will be able to be caught in a 
lance sheet, but I might ask them to comment. I know they 
are involved in different things within the community. 
, a percentage of sales, that may be tough, but they all 
» involved. 

| Mr Ryan: We certainly would not have that number 
th us today, but there is not a segment of the grocery 
‘siness that is not actively involved. Certainly from our 
indpoint, with the large franchise component of over 200 
ores, there is a tremendous local involvement in small- 


wn Ontario and large-town Ontario. 


| Mr Carter: A lot of this is done by the franchised 
alers. Kevin is with National Grocers, Jonathan is with 
Oshawa Group, and the independent grocer will be 
volved in what is going on in his community. As far as 
> collective side is concerned with our trade association 
th the members, there are a number of things going on 
sht now that are community. You may have noticed Cash 
it Kids, which helps Variety Village and the telethon and 
by have all been involved in that. You may have noticed 
2 Kids Help Phone, which is to help children, which is a 
‘w item, and of course Computers for Kids where we are 
ving to raise money for the elementary schools. There is 
ot going on. 
| But I would like to get back to one of your questions, if 
could, that talks about the service in the United States. 
then you have to hit a certain sales per labour hour, in 
is case it is $116, and your cost of labour goes up, be- 
use we have a higher minimum wage here than in New 
tk state, it cuts down on the availability, so it is harder 
have as many labour hours available. So when you face 
ompetitor across the line who has got a lower cost, it is 
sier for him to have more service. 
Mr J. Wilson: As I am a member of the Conservative 
ucus, it will not surprise you that I am pleased with most 
f your recommendations and comments in your brief. 
You identify competitiveness as the overall underlying 
‘oblem. We are constantly frustrated day after day that 
le government continues to blame free trade, and I think 
pu said in your oral submission that you did not really 
jel the FTA had any effect on retail prices. That could be 
pmewhat true and could be argued a bit, I guess. 
| You identify the importance of pricing and the price 
vantage enjoyed by the United States. We have had a 
jal problem convincing this government that that is what 
| driving people across the border, the price advantage. 



































Having said all that, I am interested in the topic of 
Sunday shopping. We had about eight months’ experience 
of open Sunday shopping. Could you comment, please, on 
what the effects were on your stores. The Premier very 
clearly today, in response to a question in the House, said 
Sunday shopping had absolutely nothing to do with cross- 
pets shopping. Perhaps you could just comment a bit on 
that. 


Mr Carter: I would like to ask my friends to do that, 
but I would like to just correct one thing, if I could. We 
said that the free trade agreement, at retail, had nothing to 
do, not with prices but with the shopping exodus. That was 
going on before that came in and we think it would have 
been going on anyway. What is going on as far as the 
migration is concerned had really nothing to do with that. 


Mr J. Wilson: Because it is price-driven. 


Mr Carter: Yes, that is true. I would like to ask my 
associates here to comment on the effect of Sunday shopping 
on cross-border shopping, if they could. 


Mr Wolfe: No one in this room will have trouble with 
the concept that some time late last spring and early last 
summer the Ontario economy went into a tailspin. It began 
a tailspin and has continued in that direction since then. 
Coincidentally and concurrently with that drop was the 
court decision that allowed Sunday shopping. 

I do not think anyone in this room could statistically 
verify which of those two events was the cause of the sales 
trend that has developed in this province since then, but I 
think as a retailer I can indicate that of those two concur- 
rent activities, one had a mitigating impact on the other. 
The fact that the Sunday shopping became available in 
June, in our view, slowed the decline of retail sales. 

I would suggest that to pretend that Sunday shopping is 
not related to a border issue is perhaps wishful thinking. 
We closed our store in Fort Frances, Ontario, as a direct 
result of our inability to compete on Sunday, and this hap- 
pened before Sunday shopping was legalized in the province 
last June. This happened in early spring last year when we 
noticed our customers travelling en masse to International 
Falls, and we merely had no option after asking the municipal 
authorities for permission to compete on Sunday. They 
denied us that permission. We closed the store—it was a 
UFCW store—and felt we could no longer compete. That 
of course is an anecdotal example. There are more and 
there clearly will be more. To deny it is wishful thinking. 

Mr J. Wilson: I notice your final recommendation is 
joint collection of the PST and the GST. I am going to ask 
you a political question. Given the politics of this, with the 
government in Ontario now, how realistic is your expectation 
or hope that you will see those systems merge? 

Mr Carter: Our estimate is that harmonization would be 
good for the Treasury in Ontario. It would actually increase 
income to the Treasury. I do not know if that is a good 
thing politically or a bad thing. I will not comment on that. 


Mr J. Wilson: It is good if you are the government 
and you can get away with it. 

Mr Carter: But you have to present your budget next 
week. 
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It will also make life easier at the retail level, because 
harmonization—as has happened in Quebec and other 
provinces; they have looked towards harmonizing—makes 
sense from a mechanical systems side. We would hope 
they would look at it. I would not comment on it politi- 
cally. I think some day, myself personally, it will happen 
because it makes so much sense. 


Mr Dadamo: Has the industry ever thought of doing 
an analysis of some products that are available in both the 
US and in Canada, and sort of go on a comparison cam- 
paign and go on a media blitz for a short time to tell people 
that it is costing duty and taxes, travelling time, gasoline, 
etc, and could you possibly make a case to show them that 
it would be much cheaper to buy a batch of products here 
as opposed to going over there? 

Clearly, where I come from—as I mentioned this 
morning, Windsor is my riding; the Ambassador Bridge is 
in the riding—we know that people are going in hordes to 
the Pace Warehouse, and we know that they are going 
because of course they can buy in bulk. I know that 
Farmer Jack’s has tried doing the bulk thing in Windsor 
and it just does not work, because they cannot sell that 
case of whatever cheaper than Pace can. 

So my point is a comparison campaign. Has it ever 
been thought of? I think it would be worth your while. I 
spent many years working in that industry, by the way, 
with Dominion Stores, since we are name-dropping, but 
years ago. Run those full-page ads. 
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Mr Carter: One of the things that retailers do, and 
you probably notice it in Windsor, is that they will pick out 
those items where they can compete, and there is a whole 
pile of them—we talked about them earlier, the pork and 
then the beef and the grain items—and they will bang 
those. So some of that is going on. If you tried to say, 
“Don’t go to the States to buy poultry and eggs and milk,” 
you will lose, because it makes sense, particularly when 
you throw in gasoline and cigarettes are half the price, as 
beer is, and so forth. So you have got to be careful when 
you do a comparison. If they are going after those items, 
your mathematics will fall apart. But the retailers do push 
those items where they can compete. 

Let me ask my associates here: Farmer Jack’s? 


Mr Winstanley: We operate Farmer Jack’s on both 
sides of the border, and the reality is that normally when 
you get into a situation like that you encourage retaliation, 
and that is retaliation that is suicidal, and you do not get 
into suicidal marketing games. So that is really the end of it. 

Mr Dadamo: But if you are running stores on both 
sides of the border, and I presume that you are buying 
from, say, one central warehouse someplace. 

Mr Winstanley: No. You cannot do that. Maybe the 
presentation has not made it very clear, and if it has not, I 
apologize on behalf of our committee. 

Mr Dadamo: No, that is okay. I walked in halfway 
through. I apologize to you. I may have missed it. 

Mr Winstanley: Okay, I am sorry. If I could just re- 
spond, though, you can just pick up the Globe and Mail 


and you can take a look at what the price of market « 
on chicken is between the two countries, and it is less 
half the price, and dairy, and go through all of those is: 
We do not get into manufactured items. We have got i 
that we are growing, raising, harvesting right here ir 
province that we can deal with, and I think it has tc 
come the will to deal with those issues and to remov 
from the jeopardy that we now find ourselves in. I hav 
stores in this jeopardy right now. 


Mr Dadamo: Mr Kwinter was talking at 
Kellogg’s earlier, and I had heard not long ago that the 
costs more to manufacture than the actual contents over tl 


Mr Winstanley: We covered that one earlier. 


Mr Carter: I would recommend that you 
Kellogg’s in and ask them a little bit about that. But if 
get Kellogg’s in, you probably should go right back, 
cause you have suggested, or at least I thought you 
where you would trace it right back through the syste 
think that is a very worthwhile exercise, when you can 
not only their business input cost right back, but the re 
latory input cost. We do not know what is going to ct 
out of this study the feds are going to present on Mon 
but you might send an observer down, maybe from j 
research side, to see if that may be a model to do it. I tl 
it would be very useful to do that, and you could tal 
look at poultry going back through it, and then the proc 
It is interesting that you find pricing comparisons s| 
that fresh fruit and vegetables between Canada and 
United States are a lot closer in price than the process s 
That would be an interesting one to follow through as ¥ 


The Chair: Okay, I am going to terminate this pre: 
tation at a quarter to. That would have given them an h 
and I have two more questions, one from Mr Hansen’ 
one from Mr Ward. 


Mr Hansen: I grew up in the grocery business. W 
I was in high school I worked for Loblaws and the 
worked for Dominion. What I saw earlier in my life \ 
small grocery stores on the corner. Then came Loblz 
with their large stores, so this was a new type of market 
in grocery stores. Then later on, at Loblaws at one ti 
they had Toronto prices and Niagara prices. In order to 
more competitive they took the Toronto price, so the pt 
was the same in the Niagara area as it was in Toror 
Then we came along with different type of grocery sto 
again, Commisso’s, where they put the whole case on 
Shelf where there is just a price there, a code and eve 
thing else, so that is another type. 

Do you think we are going through another phase 
marketing in the grocery store business, that it is distributi 
it is a whole lot of things that we have seen here? We hi 
listened to submissions here since January in differ 
areas for the finance committee here, and it seems |: 
everything is changing. And as we have this cross-bor 
shopping, we have to become competitive, and I knov 
have only one question, so I am going to try to put it all 
if you can comment on it. 

The other thing is, Mr Wilson, subbing in today—I 
not know if he has read all the reports, but on the Sund 
shopping issue— 
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Mr J. Wilson: I have read the sectoral reports, you 
zht know, also. 
Mr Hansen: Okay. One report that came in said 65% 
the people were shopping in the United States because 
price; 1.9% was because it was open on Sunday. It 
yends on where you stand to take the survey. If you 
d at the bridge on a Sunday and ask, “Why are you 
ie to States?” they say, “Because the stores are open,” 
ssibly. But in this whole list, from 65% down, and it got 
ht down to 0.03% because they like the margin, there 
re quite a few different elements involved in why they 
re shopping in the States. 
I have already heard some of your comments on the 
day shopping, but perhaps you could give me some 
ents on the grocery industry. You feel this is an area 
t we have to move on as a different type of marketing 
distribution? 
Mr Winstanley: Let me answer that in this way. Yes, 
are absolutely right. You have had the entry of people 
Ontario like Price Club, which has three locations 
w and will end up with seven. They do over $2 million a 
ek. Their labour costs are fractional. They are non- 
on and they are open Sunday. By the way, they open 
nday without regard to your current ruling. They pay no 
ention to you. So they do that and they take a lot of our 
siness, and they are non-union. 
They bring in a lot of products that we cannot sell. We 
e raised the issue about before, the single-language 
duct— 


Mr Carter: You might say illegal product. 
Mr Winstanley: I am not going to use the word “ille- 


” 
. 












Mr Carter: If it is one language, it is. 

Mr Winstanley: Yes, single-language product and 
t. So there are lots of other things going on. There are 
of people finding ways that are open and available to 
m, and yes, and I have 27,000 employees and they 
rate a store with very, very few and they do over $2 
llion a week. So, yes, you are absolutely right in your 
‘imate. 

Mr Carter: I detected at least two parts to your question 
d I would like to refer to them. The second one dealt 
th the research, when you asked people why they went 
he States. Was it because of low prices or Sunday shop- 
1g? That type of research is most difficult to get a proper 
swer on because it may be because of both. It may be 
use a bunch of other things. I would suspect that is not 
» perfect forum to find out which is the dominant part. 
ir own research and observation lead us to believe that 
price is the driving thing, and then if you can do it on 
unday, it may take a little bit longer. You cannot g0 
wn the street, you have to cross the border, so you need 
ittle bit more time. Sunday is a perfect time to do it. It 
ows you a little more time, so it is a combination of 
)se factors. 

The other part about the changing market, the market is 
ry dynamic. You may have noticed the difference. You 
ked about the format changes in stores. It is changing a 




















lot. It is also changing in terms of the composition between 
independent operators and chain store operators. 

. Nationally, the share of market devoted to independents is 
going up. No place in the country is it going up faster than it 
is in Ontario. A lot of that is due to the increased labour costs. 
They have to face lower labour cost independents with 
pricing advantages which they enjoy. It is very dynamic. 

Mr B. Ward: You are as harsh as the other Chairman 
when he is in the seat. 


The Chair: He is teaching me the brutal ways of 
being a chairman. 


Mr B. Ward: Just one quick question, and it deals 
with the pricing of the base commodities, which I would 
call milk, turkey, ham, etc. We have been told throughout our 
committee sittings by some organizations—not all, but 
some—that there is an apparent massive American subsidi- 
zation of the agricultural sector in America. Primarily, this 
subsidization has led to some pricing policies that some 
could construe to be artificial in the sense that milk is 
costed at a below market price because of the amount of 
subsidization by the American government. 

Until I heard this, I was led to believe that in America 
it was primarily a free enterprise system. Apparently it is 
not. Has your group done any research into the pricing of 
American commodities and the amount of subsidization of 
American tax dollars into that sector? If you have, would 
you recommend that perhaps our federal government 
should be looking at increasing the subsidy of our com- 
modities to match their subsidy, if that is possible? I under- 
stand it is very massive. 


Mr Carter: You bet. I am going to ask Mr Wolfe to 
get in, but just before he does, you are quite right. The 
United States does subsidize its agricultural sector. It re- 
ceived a lot of publicity in the recent Uruguay round in the 
GATT negotiations. Each of the countries participating 
was asked to fill out forms talking about its subsidization 
and the method of subsidization. It is really the method 
that is of particular interest here. The United States places 
a lot of emphasis on grain and dairy subsidization. It 
comes through the Treasury, the tax dollar. The Canadian 
groups tend to do it both through taxes but, primarily in 
those four commodity groups, through higher prices, 
which go through to the consumer. It is the difference that 
we see at the border. 
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Mr Wolfe: Mr Carter’s comments are dead on the 
mark. The real issue is not that the American government 
subsidizes its farmers more or less than we subsidize the 
farming community in Canada. It is the way in which it is 
done. It is done in Canada at the retail level. Our consumers 
pay that subsidy. In the United States it is the taxpayer who 
pays the subsidy and the consumer benefits from a lower 
retail price. So I do not think it would be fair to accuse the 
Americans of unfair subsidization— 


Mr B. Ward: I did not say that. 


Mr Wolfe: Oh no, I am not suggesting that either. I 
think it would be very beneficial if provincial authorities 
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took note of the differences in methods of subsidization 
and took an initiative to speak with their federal counterparts. 

Mr Carter: I might add that it is particularly difficult 
in Ontario because Ontario has grown more rapidly than 
other parts of the country since the supply-management 
marketing boards were created some years ago. You may 
remember that they fixed the division of the national pro- 
duction quotas according to that time period. Ontario now 
gets short shrift because we have grown more than other 
parts of the country, which compounds the problem here. 

Mr Wolfe: In effect we have less quota on a national 
basis than other provinces, which translates into a shortage 
of available product in this province, and that by definition 
raises the price to our consumers. 

Mr Carter: If you are looking at things to follow up 
on we would like to put this on the list because it particu- 
larly disadvantages Ontario consumers. If you are writing 
this down you might take a look at the new report that 
came out from the poultry task force which recommended 
opening the quota assignments that were set for supply and 
management. If Ontario supported this it would certainly 
help. It is the first time this has happened and that was an 
all-sector committee that recommended it; it had farmers 
on that committee. 


The Chair: Okay, I would like to thank you for your 
presentation this afternoon. It has been very helpful, and 
the hints and directions and guideposts that you gave us 
will also allow us to do some more research and will prob- 
ably help us come to some kind of recommendation. We 
do not know exactly where we are going yet with the 
recommendations, but thank you for your presentation. 


Mr Carter: Thank you, Mr Chairman. We stand 
ready to help in the future if that is useful to you and with 
research or to reappear. We would like to emphasize that 
this is about the most important issue we have got so we 
are at your disposal. Thank you. 


ONTARIO BORDER COMMUNITIES MAYORS’ 
TASK FORCE ON CROSS-BORDER 
AND SUNDAY SHOPPING 

The Chair: Our next presentation is the Ontario Border 
Communities Mayors’ Task Force on Cross-Border and 
Sunday Shopping. They are going to do a grand entrance. 
Thank you for bringing your signs. It is a good test of 
whether I need glasses or not from this distance. Please 
introduce yourselves. 

Mr Fratesi: I am Mayor Joe Fratesi from Sault Ste 
Marie. 


Mr Bradley: Mike Bradley, city of Sarnia-Clearwater. 
Mr Millson: John Millson, mayor of Windsor. 

Mrs Lawn: Sandra Lawn, mayor of Prescott. 

Mr Lyons: Dick Lyons, mayor of Fort Frances. 

Mr Hardy: Roland Hardy, mayor of Welland. 

The Chair: Okay. Begin your presentation, please. 


Mr Millson: Thank you very much. I certainly appre- 
ciate the opportunity to make this presentation to you 
today. I will just begin by stating how the procedure began 
for this group of individuals to get together. 


Back about three weeks ago the Premier was in the | 
of Windsor and was at a head table with myself and mini 
Dave Cooke and we were talking about various isg 
cross-border shopping and Sunday issues, and it was s 
gested that possibly the border communities might get 
gether to discuss the Sunday shopping issue. That was ¢ 
Friday. On Monday morning I was interviewed and 
course I began receiving phone calls from mayors all 0 
the province of Ontario suggesting that they wanted to 
on this committee as well. | 

By Monday afternoon I had unanimous support fr 
14 border communities to meet the following Wednesi 
to discuss the issue. We assembled in downtown Toror 
Actually, we used the Association of Municipalities of ( 
tario office for convenience. The group met. The Sun 
shopping issue took 15 minutes; the rest of the three ho 
was totally delving into the cross-border shopping issu 
do not think that there is a single issue that we have in « 
community right now that is of greater concern to us tt 
cross-border shopping. I might say that as a country and 
a proud member of this province, I do not think the provit 
has a greater issue than the unemployment that is presen 
happening in this province and across this country, and: 
feel and I hope we are able to demonstrate slightly in « 





_ presentation that many of the things you are seeing in| 


retail sector right now are just the tip of the iceberg, and 
fact the problems that have created cross-border shoppi 
are the same problems that have created the tremendc 
erosion in our manufacturing base. 

I will just begin, as well, by indicating that the differ 
figures that I have used have been comparisons of the c 
of Windsor in some instances between last year and this ye 
only because I would not want to bring forward figui 
from another community that might be inaccurate and I kn 
the accuracy of the city of Windsor’s. 

Windsor’s unemployment rate has soared from 9.2% 
March of 1990 to 16.4% in 1991. Unemployment rat 
across Canada, as you can see, have risen to a level tt 
almost parallels the recession of the early 1980s but is ve 
unique in that it is continuing to grow. 

Welfare levels: Now these figures are not entirely 2 
curate, but I can tell you that the increase in welfare rolls 
one of the reasons which have tremendously brought th 
group of mayors and the municipal level of government 
the table, to react to this terrible dilemma that we fir 
ourselves in. The previous slide showed unemployme 
levels on the rise. We all know what is going to happen 
the bulk of those unemployment figures next year unle 
we see a major increase in manufacturing. The fact is th 
those people are going to be off unemployment and on 
the welfare rolls, which impact negatively on our proper 
tax base, and we as mayors are concerned about that. 
1700 

The cost of cross-border shopping: $2.3 billion a ye 
nationally, $1 billion alone in Ontario annually. We ha\ 
with us, as well, John Winter, who is back here, who hi 
been very generous in allowing us to pick his brain ar 
also is here today as a resource individual. Many of you ai 
aware of the report that he has put together dealing wil 
cross-border shopping. We consider him to be an exper 
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{ as you can see by the arrow, his suggestion is very 
ar that through the figures we have seen last month, 
ss-border shopping is increasing in numbers hourly. 
Employment loss in Windsor in 1990 is 7,200 and 
oss the country is 430,000. As it was reported in our 
ndsor Star by Richard Brennan, who is of course an 
yert on reporting accurately, he indicated that in the 
vince of Ontario there are some 1,500 jobs per day 
ng lost just in the manufacturing sector alone, which 
ises great concern for us all. 

One of the issues that this committee has been able to 
ntify as reasons on a national level that have created 
s dilemma in our country and things that have to be 
alt with is to reduce the deficit. We are suggesting that 
_GST be put specifically against the deficit to bring it 
wn to a level to bring our economy back into a resem- 
nce of what a country should have for an economy. 
Reduction of interest rates is in fact taking place, but 
_do not see the reduction in the dollar. There are many 
us who feel that the dollar has been artificially set at a 
iit over the last two years that is too high and has not 
owed our country to be an export country, of which we 
ve been very proud for a number of years, and in sectors 
+h as Windsor and other border communities has impeded 
r ability to be a manufacturing centre in the global market. 
We are suggesting to deregulate or reduce regulations. 
> are looking at the marketing board there as one of the 
‘in areas that should be addressed in our concern over 
yd prices and spiralling food prices. 
To investigate the wholesale monopolies, there are 
my cases, very clear evidence that in fact there are 
1olesalers on top of wholesalers on top of wholesalers in 
s country that inflate the retail price. I can give you an 
ample also of a monopoly, where a set of coffee filters 
it were purchased by a local restaurant organization in 
indsor for the last 20 years had been purchased from 
‘troit for $1.50. Now, all of a sudden, he went to buy 
sm, was not allowed to, was told that there was now a 
madian distributor in Hamilton. He went to Hamilton to 
tchase them. The same package was now up to $8, 
lich of course impacts negatively on our community and 
r ability to retail and of course drives people over to the 
ates even quicker. 
Greater border enforcement: We feel there are taxes 
at must be collected at the border. As well, in order to 
set the demand to ensure that the traffic is flowing 
‘ough our borders quickly and efficiently there has to be 
eater border enforcement, either more staff or whatever, 
t the difficulty that many of us have—for instance, in 
> city of Windsor I have more hotel rooms in my down- 
wn area of Windsor than there are in downtown Detroit. 
Swntown Detroit has the largest convention facility in 
sth America, which attracts literally hundreds of thou- 
nds, if not millions, of visitors to the Detroit- Windsor 
2a, many of them staying in our hotels, helping our Ca- 
dian economy. Presently the conventioneers are not able 
get back and forth across the border in an efficient manner 
cause they are tied up in traffic on the bridge for three 
d four hours at a time, which makes our brand-new 
nvention facility, which will open in November, a very 











hard place to market, and of course our hotels are feeling 
the pinch right now. 

Finally, we have asked that a graded tax system for 
border communities be looked at. This is not something 
that is unique. It happens in communities such as Quebec 
and I think in Alberta, where there is a graded tax system 
looking specifically at gasoline tax. We feel, as well, this is 
an issue that goes far beyond just levels of government but 
has to include all of the other sectors of our community 
from business, industry and labour. 

We are asking that this group as well sit together to 
create innovative services and cost-effectiveness, to begin 
a marketing scheme, a marketing plan to market their 
products better, an educational campaign to help in com- 
parative, and also the social cost has to be educated to the 
public: the fact that their tax dollars are going to the United 
States and not to support projects in our own country. A 
coalition of labour and business is necessary to pull this all 
together. 

We have asked, and today I am very pleased to tell 
you, that Mr Pilkey, your Minister of Industry, Trade and 
Technology, has agreed to be available for this committee 
structure. We have asked that a blue-ribbon task force be 
put together to deal with national issues. This task force, 
we anticipate, will be of high-level ministers at the federal, 
provincial and also at the municipal level. As well, na- 
tional presidents of business, industry and labour groups 
that are affected by cross-border shopping will come to a 
one-day symposium that will allow us the opportunity to 
hang our political stripes at the door, walk in as a team 
would, almost as a Team Canada, to be able to work 
through the various problems that we have identified here 
and to develop strategies on how we might deal with those. 

I would encourage that the members of that task force 
would then leave that meeting at the end of the day, go 
back to their respective jurisdictions and attempt to have 
legislation and programs passed at the various levels to 
expedite the way that we can once again become competi- 
tive and gain our business back. 

A statistic out of the Globe and Mail two weeks ago 
showed that the year-long recession is wiping out jobs in 
Ontario twice as fast as it did in the 1981-82 recession. 
That is what Statscan says. 

This is just another familiar sight of what you see 
every day in the city of Windsor, where literally tens of 
thousands of people are lined up on the border. I can tell 
you that they have a very aggressive sales approach. This 
is our Windsor newspaper. This is the Detroit advertisement 
flyer that goes in our Windsor newspaper. We will not tell 
Richard that, of course, there is an article in here about 
how it is bad to shop in Detroit—we would not embarrass 
him like this—but this is a double-page ad of a United 
States’ lumberyard that is advertising in our newspaper, 
trying to get people over. The Americans know they have a 
captive audience right now, and I am telling you we are 
losing not only jobs but millions and millions of dollars in 
tax revenue to this province and to this country: tax revenue 
that you should be collecting. 

With that, I would just ask very briefly the other members 
of this task force who have drawn together as a group, as a 
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team, to bring this to this level and also to the national 
level as well, to attempt to get both levels of government 
and the community as a whole to work together on this 
dilemma that faces us today. Joe? 


Mr Fratesi: Thank you, John. Mr Chairman and com- 
mittee members, on behalf of my community I would like 
to express appreciation for the opportunity to talk to you 
about what is a serious problem for all of us who have 
come here today. 

This delegation, unlike many others that you may have 
heard, is not an existing group with another cause. This is 
a group that was put together in the last couple of weeks 
out of a sense of urgency because we in our community 
share a very common problem. Unlike many other delega- 
tions that come to the provincial government or to the 
federal government, we are not here asking for help from 
Big Brother. We are here trying to convince you that you 
must, as a provincial government, and the federal govern- 
ment must become owners to a problem that affects us all. 
It is not just the consumer whom we can point our finger 
to and say we have got to solve that problem by talking to 
him. Waving the flag is not going to work in the economy, 
especially when it is a tough economy and the consumer is 
just trying to do his best and stretch his dollar. I think all of 
us who live in a border city will vouch for that. 

The problem is one that all of us have to buy into; all 
three levels of government, labour, the merchant and the 
consumer. This does not just affect Sault Ste Marie or 
Sarnia or Windsor or Cornwall; it affects everyone, and we 
all lose. If the provincial government or the federal govern- 
ment were to quantify how much money it is losing in retail 
sales tax or gasoline tax or income tax or how much money 
is being put out on assistance to deal with unemployment 
because of this problem, we think all levels of government 
would very readily want to become part of the solution. 

I come from a community, as you well know, that is 
suffering not only from the recession but Algoma Steel 
with its uncertainty, after having come out of a four-month 
labour dispute. The community now has another problem 
to deal with which is a mounting problem: the loss of 
probably $150 million per year to a very small sister 
American city, something that has been calculated to be in 
excess of 1,000 jobs and with increases that we are told are 
coming in at over 30% per month. I think there are things 
that all of us have to accept that we cannot do easily and 
that we cannot do quickly to help ourselves out of these 
problems when we talk about a North American recession 
and we talk about a global economy, but there are some 
things we can do if we work together to deal with this 
problem, if we accept ownership of it. I, too, would like to 
fall behind John and express appreciation for his leader- 
ship in encouraging the three levels of government, in a 
serious way, to come together in a committed way to deal 
with the problem and to do so with a sense of urgency, the 
urgency that this problem deserves. Thank you. 


1710 
Mrs Lawn: Mr Chairman, I am Sandra Lawn, the 


mayor of the town of Prescott. We are a small community, 
and perhaps as a small community we can see at a glance 


the effect that this kind of issue is having in our comm 
We also feel very appreciative of the leadership that 

Millson has shown, and we hope that our Ontario goy 
ment and federal government, along with the muni 
leaders of our province, as well as business, labour 
industry, can come together and recognize that this | 
opportunity that we have at this moment and not, I w 
say, for a very long time. The window is open, but 
open for a relatively short space of time because if w 
lose a lot of this aspect of our retail sector, it could’ 
well be lost for ever. It does have a tremendous effec 
all of our communities. | 

If we can work together as three levels of governt 
with business and labour, I think this will set an examp 
the rest of the country on a whole lot of other issues as ' 
Where in the past the local level has not been involve 
discussions having to do with local economies, we 
tremendous amount of work to try to improve the econ 
of our area, and we need to have the opportunity of wor 
in partnership with the federal and provincial governm 
and the business and labour leaders of our country. 

We hope you will listen carefully to this message 
we are bringing. It is not a message of blame, but rath 
is an opportunity for everyone to work together on so 
thing that is affecting each and every one of us as Canad; 
whether we live 100 miles from the border, as most of us 
or whether we live in the most northern parts of our cou 
where manufacturing and processing and the developn 
of our natural resources are so critical. This is a very ser 
matter, and it is also an opportunity to show what w 
Canadians can do to affect our own futures. I am sor 
have to leave. 


Mr Lyons: Mr Chairman, thank you very much 
allowing us to speak to you today. Just to tell you where I 
coming from, I am from Fort Frances, which is a 9,( 
population community just north of International F; 
Minnesota. We are separated by a bridge that is only 
blocks long. We are 150 miles from Duluth. 

We have identified that we are losing 25% of our poss 
sales annually; we lost that in 1990. It has been predic 
that we will lose 50% in two years. We now know, the \ 
it has been escalating, we will probably lose 50% withi 
year. I think this is a problem that is not only a problen 
the border communities; it is a problem of the whole pr 
ince and Canada as well. 

We have to get together, as suggested, the three le\ 
of government, and come up with some type of idea to 
some relief from this, and I think the most important th 
here is the urgency of it. We are being devastated and 
are being devastated fast. It is happening very quicl 
Thank you. 


Mr Hardy: I am not from a border town, but we 
only about 20 minutes away from Niagara Falls, N 
York, and half an hour from Buffalo. People are going 
the States in droves. They are buying in the States becausé 
the cost. They can go down there and get a gallon of gas 
$1 or $1.20. In Ontario right now gasoline is 55 cents a litr 
do not know where we are going to be in years to come 
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keep going up with our merchandise and they keep 
s down, it is going to get worse. 

{ thank the mayor of Windsor for organizing this and I 
ie that the government of Ontario will support us. 


Mr Bradley: Mr Chairman, I am Mike Bradley, the 
or of Sarnia-Clearwater. I think all the other speakers 
> summarized the same points that affect Sarnia-Clear- 
er. There are a couple of points I want to make to you, 
it comes back to the time issue. We, I think, as a 
4p, were very reluctant to come forward on this issue. 
recognized the danger of coming forward, that we 
ight the issue, that we through the media again identify 
pricing. Last year I felt that way. 
J want to just let you know what has happened at the 
ewater Bridge between Sarnia and Port Huron since 1 
ary and the imposition of the goods and services tax. 
re were 23,000 more cars this January than last January. 
ebruary, 34,000 more cars, and the figures I received 
terday in March 1991 over March 1990, almost 50,000 
‘e cars. That is telling you the story. There is a tax 
olt and it is a tax revolt where people in border commu- 
es could exercise another route to, I guess, throw back 
tanger at governments at all three levels. 
The difficulty now is that it is becoming an Ontario 
blem, not just a border-city problem. I want to give you 
example. Sarnia manufactures gasoline for most of this 
vince and for a great deal of this country. Some of that 
le gasoline is shipped to Port Huron, Michigan. In our 
2 there is 23 cents more in taxation versus what is 
ipening in Michigan. The people of Sarnia are buying 
gasoline they make across the bridge. When we talk 
jut a graduated system for taxation on gasoline, we are 
ply asking you to recapture, not to give out money, but 
‘ecapture what you are losing. The fact is, Ontario lost 
i million in taxation as it relates to gasoline by the best 
mates we have. 
'So the problem is not just municipal and not just pro- 
cial, and certainly not just federal. I hope you will trust 
{ we are being sincere. We really feel this is a non-parti- 
|, non-finger-pointing exercise. We do not want that. We 
not afford that right now. If we have the opportunity to 
down for a day or two and resolve the issues, we be- 
e that we will go back and do what we can within our 
‘sdictions and that same school of thought should apply 
to the other two levels of government. 


int in an area where the people’s only other option is to 
id to the social assistance rolls. 

So we are here from all political stripes. Sault Ste 
rie has Sunday shopping; Sarnia-Clearwater does not. 
at is not the issue. The issue is trying to stop this 








haemorrhaging of the Canadian market before we have to 
finally shut down our retail industry. 

One final point: the mayor of Fort Frances did not 
mention it but a week or two ago there was published by 
the business community there an obituary for their busi- 
ness community. It named all the grieving parties. It is not 
overstating the issue. We are in serious trouble and we 
need not just assistance, we need leadership and we need 
co-operation. Thank you very much, Mr Chairman. 

The Chair: Turning to questions. Mr Sutherland. 

Mr Sutherland: Thank you for coming before the 
committee. It is interesting, it is a serious situation and | 
am alarmed that in my riding, the Woodstock area, how many 
more people are taking weekend trips across the border 
and doing it on a more regular and more consistent basis. 

I guess I want to bring in a couple of points. Mayor 
Fratesi mentioned that you cannot wave the flag on this 
one; that is not going to do it. Mayor Millson in the pre- 
sentation talked about investigating wholesale monopolies 
and he used the example that if we could source from other 
places, such as outside the country, as this particular re- 
tailer was doing, that is one way of reducing the prices. 
You also talked about supply-management systems, but all 
of those have a cost in other areas in the economy in terms 
of if you are sourcing, as I believe Mr Kwinter has men- 
tioned before, out of the country, then you are cutting jobs 
somewhere else. Supply management—f that is not there 
then our farmers are going to hurt even more than they 
already are. 

Mr Bradley said it was a tax revolt, but really have we 
got a situation here where Canadians are simply saying 
they do not want to pay the price to be Canadian any more? 
They want the quality of life, but they are not willing to pay a 
price to be Canadian. 


Mr Millson: That is totally false. What every Cana- 
dian is saying to you directly, the provincial and the federal 
governments, is that we will compete, we will compete with 
the best of them and we will give you the best damned 
product for the best damned price possible. Let us do it on 
a level playing field. I can tell you that Ford in Windsor is 
investing $150 million in my community right now. 

They are doing that for one reason, because of the 
quality of the workforce. They know they can compete on 
a world basis with the quality of workforce. My tool and die 
industries could be competing as well if the dollar was not set 
at the level it is at right now of 87 cents. If it was 72 cents, 
they could be doing something. 

1720 

Once again, all I am doing is stating the problem of the 
value of the Canadian dollar. For whatever reason over the 
last two years, it has gone up an unprecedented amount of 
money. All they are asking for is to be allowed the oppor- 
tunity to have a level playing field. 

Mr Sutherland: If I can make one more point on that, 
you mentioned regulations. We have some very good oc- 
cupational health and safety in comparison, we have good 
environmental standards in comparison. You could debate 
that they can certainly be improved, but in comparison 
they are very good. I look at that type of thing, people who 
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are taking the benefits of that. There is no doubt they add 
an extra cost to doing business. But what do you say to the 
same people who are still working, who are enjoying those 
types of benefits, those extra standards and those extra 
costs, yet still feel that they should be going across the 
border, still feel that it is no problem to go across the 
border to get things at a cheaper price? How do you ratio- 
nalize with those people? What logic do you throw back to 
those people that they should not do that? 


Mr Bradley: First of all, I want to make it very clear 
to you, we are not here today, I guess, to debate every 
individual issue. What we are saying to you is, there is a 
multitude of issues and we just simply want to have you as 
part of the process of finding solutions. But I will tell you 
what has happened in the last few weeks in my community, 
since this became a national issue. People are looking for a 
reason to stay here. They want to shop here, but they also 
have to look after their pocketbooks in a recession. All of us 
are facing double-digit unemployment in our communities. 

I will give you an example of a retailer who came to 
me yesterday knowing I was making this trip. He is in the 
furniture business and was looking at an order of $5,000 to 
$7,000 in the furniture business. An American can meet 
that. They are level and they continue to be level. He is 
willing to compete, he is willing to bring down his gross 
profit margin. Where he runs out of luck is that he cannot 
address the 7% provincial sales tax that is not being col- 
lected at the border crossing. 

So what we are saying to you on these other issues is, 
if we even had those issues dealt with—I believe the prov- 
ince lost $90 million last year in uncollected revenue on 
provincial sales tax. If we had the laws of this province 
being enforced, if we had these other issues being ad- 
dressed through the process that Mayor Millson has been 
requesting, which is an attempt to sit down and resolve the 
issue, then we believe we can at least stop the haemorrhag- 
ing. We know we are not going to cure the problem, but 
we think we can do that by not today focusing on the 
individual issues, but saying, “Help us make this a national 
issue and find a national solution.” We need to do it literally 
within weeks. We cannot afford months. We need it now. 


Mr Kwinter: I just want to congratulate Mayor Mill- 
son and his group for their initiative in putting together this 
task force and I wish them well on their blue-ribbon task 
force if it gets going. 

It is a serious problem. I have said this before. I think that 
we are in danger of seeing the loss of our retail base, and 
by extension it is going to impact on the decommercializa- 
tion, the deindustrialization of the province. When I look at 
your national issues, in every case, virtually, for every action 
there is going to be a reaction. I do not have a solution to it, 
but I will give you an idea. 

John, you were talking, I assume, about the Renais- 
sance Center, Cobo Hall in Detroit as being the largest 
convention centre in North America and that people would 
normally come over to Windsor to occupy the more hotel 
rooms there than there are in downtown Detroit. You are 
decrying the fact that they are not doing that. They are not 
doing that because it takes too long to get across the border. 





In the next breath, you are saying, “We think there st 
be greater enforcement and we think one of the solutic 
that we’ve got to stop everybody and make sure every 
who should be paying is paying,” which means it is 
pushing down here and it pops up there. | 

By addressing that problem and saying, “Okay, v 
going to put more people in there. We’re going to 
everybody. We’re going to search cars, we’re going t 
the whole thing,” instead of it being two hours, it is g 
to be two days. As I say, if you have ever travelled thr 
some of the countries in Europe, trucks that are Q 
through checkpoints or through cross-border points ar 
erally lined up for days. You see them there, the fellas 
“Well, it’s going to take me two days to get through 
point.” So it is a problem. As I say, with every one of t 
problems, the solution creates another problem. I am 
being critical. I am not saying that we should not purst 
I am just saying that if there were a simple solution 
would have had it. 


Mr Millson: Mr Kwinter, there is a simple solv 
actually, and in fact that analogy that you used is an. 
example, but if governments and people went to a 1 
A&P, they could probably find the solution right thet 
front of them. If I have a Saturday afternoon, I have 
people lined up all over the place. All of a sudden the 
somebody with a cart of 20 items and somebody with a 
of two items. So, what did the merchant do? He deci 
“We’ll have a lane specifically for people with a lim 
amount of goods.” In customs, it would be called so 
thing similar to a red-door/green-door approach that we 
say people who have goods to declare should in fact b 
this lane. Other people, be it Canadians, Americans, t 
ists, whatever, conventioneers, should line up in this | 
and be drawn through. That is a very simple solution. 
just a mere traffic control problem. 

While those people are queued on the bridge, one b 
nessman—or business person—might say: “Why am I 
ting 50% of that money just wave through? Why a 
letting that go?” I would think if there was an opportu 
there to collect federal and provincial taxes, it would sa 
me, instead of waving one person through, I will hire 
more staff person to put on duty to collect that tax, so. 
they are not lined up on the bridge. In fact, if you 
segregated the people and ensured that there was an 
staff on hand to do the job, you could collect all your ta 
and you could make sure there was no waiting on 
bridges or in the tunnels, and everyone would be ha 
and you would be collecting more taxes than you are « 
lecting right now. 

Once again, I think on both of those analogies that ' 
used, a simple trip to a grocery store would probably sh 
you how private industry would have handled the situation 


Mr Kwinter: I just want to follow up on that. I 
sure you do not have the exact number, because nob« 
does. Could you give me an idea, present day, how mi 
people go over and shop—same-day shopping—on cro 
border, and come back and declare it, regardless of w 
level of shopping they have done? 
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Mr Millson: Mr Winter might have that. He indicates 
‘he does not have that figure. 

Mr Kwinter: Okay. I have a suggestion. I have no way 
owing, but I would suggest that the number of people 
9 say they have nothing to—I should put it the other 
y around. The number of people who declare is an in- 
tesimal number of the people who should be declaring. 


Mr Millson: That is right. 


Mr Kwinter: And what I am suggesting is that 
ether you have a green lane or a red lane, the guys 
ng through the green lane are going to keep going 
yugh the green lane. They are going to have their trunks 
| of merchandise, and they are going to say, “I have 
hing to declare, thank you very much,” and away they go. 


Mr Millson: The answer to that, Mr Kwinter, is very 
ple again. There are rules. There are penalties for not 
ding by those rules. Right now, our customs individuals 
re quoted in the newspaper several weeks ago as indi- 
ing they were waving through 60% right now. I will just 
icate to you that if in fact an individual was to abuse 
t lineup of a green-door system, go through and indicate 
t they had nothing to declare and that in fact they were 
pected, which is a normal process of inspection, to go to 
ondary inspection, I will tell you that customs have the 
ht and the ability to confiscate the car, confiscate the 
yds, and never allow them back into the United States 
ain. Those kind of penalties, if enforced, would in fact 
er anyone from lying to Revenue Canada. 


‘Mr Kwinter: I had to jump into that. 


Mr Fratesi: I would just add to that, if I may, Mr 
airman. A good place to start might be to just add—and 
night be this simple—another little box on the form for 
neone who has already stopped, who is already going in 
pay federal tax and federal GST, duty, at the border and 
ve the provincial sales tax picked up. That is not going 
cost anybody anything. It is not going to make the 
eup bigger. It is just one more box and one more amount 
it has to be added to the calculated amount. But that 
juires some co-operation between two levels of govern- 
snt that, for some reason or other, is not there yet. Get- 
g to this trilevel-type meeting would put those kinds of 
ues on the table so that at least starts are made on find- 
x some of the solutions, because I do not think any of us 
pect that we are collectively—as government together 
th merchants and everyone else—going to make prices 
ual. All we have got to do is make them closer, and then, 
donly then, will waving the flag work so that Canadians 
10 are not seeing half-price gasoline but are seeing gaso- 
ie for perhaps five cents a litre cheaper on the other side 
the bridge going to stay home and stay in Canada, be- 
use then they feel patriotic. There are ways, if we just sit 
wn and start talking about them. 
30 

Mr J. Wilson: I have more of a comment than a ques- 
m, because I gather today really we probably do not 
int to get into specifics on the numerous issues and prob- 


ns contributing to this problem, but just to let you know, 
ayor Lyons, I was in Fort Frances over the weekend and 








it seemed to me I heard a lot about taxes from tourism 
operators as the PC Tourism and Recreation critic. Nice 
place, but you are absolutely right, it was a little quiet there 
on Saturday in the downtown core and yet the bridge was 
extremely busy. I did not go across, by the way. 

None the less, if our party can be helpful in having 
people attend the blue-ribbon panel, I think it is a good 
idea. My only reservation with these things is that they do 
tend to raise public expectations. You want to make sure 
the groundwork is done ahead of time so that there can be 
some agreement there, I would hope, and, second, encourage 
the tourism ministers to attend. Also we have been saying 
to the government something we think that they can move 
on right away, because certainly the federal government 
would like to see it, trying to convince the government: 
“Look, the GST isn’t going to go away. You should harmo- 
nize your tax collection systems. Take the extra bodies that 
that would save throughout the province in terms of auditors 
and that and use those person-years for border collection.” 
I was happy to hear the mayor of Sarnia indicate a joint 
collection at the border, anyway. You did not quite indicate 
a full harmonization of the systems, but we feel that would 
be very helpful. 


Mr Bradley: Just the point I was trying to make is 
that right now the provincial tax is not being picked up and 
there seems to be a jurisdictional dispute between the 
province and the federal government and there are 
tradeoffs, I guess, that are not happening, but it is a very 
clear example of where the only people in the crossfire, the 
losers, are the taxpayers. But I do not have any difficulty with 
raising expectations, because if we do not, our community 
is going to be in a position where it will be a tragedy. 


Mr J. Wilson: I do have one more comment. I appre- 
ciate the answer. We just heard from the Canadian Council 
of Grocery Distributors. They indicated to us that Sunday 
shopping was part of this issue. I think it boiled down to 
the fact that shopping in the US takes a bit more time and 
Sunday affords people normally more time to shop, be- 
cause they are not working. Is there consensus among you? I 
gathered from the presentation that Sunday shopping has 
nothing to with it. Have you come to that conclusion, or 
would you like to comment further on it? 


Mr Fratesi: I come from a community that has had 
Sunday shopping for four years, grocery stores included. 
My community has as big a cross-border shopping prob- 
lem as anyone else. I would hate to see Sunday shopping 
taken out of my community as a feature. It has become a 
way of life. It would simply give another reason to shop in 
the Michigan Sault on a Sunday, but Sunday shopping and 
the ability to have Sunday shopping in my community 
may be a very small factor in this cross-border issue. It 
certainly is not a significant factor. 


Mrs Sullivan: Thank you for a very interesting pre- 
sentation. One of the things that I found interesting in the 
discussions that have occurred to this point with the com- 
mittee relates to the fact that the issue of cross-border 
shopping has also come to the fore at a time of recession in 
the province and in the country. I would be interested in 
knowing if AMO or if you as individual mayors have done 
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any kind of representative comparison with non-border 
towns relating to declining retail sales. We know, by example, 
if we look at the third-quarter report from the Treasurer, 
that the expected retail sales tax income is going to be 
down $672 million at the end of this fiscal year. The fuel 
tax is estimated to be down $19 million in this fiscal year. 

Much of that will not be a result of cross-border shop- 
ping issue but will be a result of trends in shopping that 
have been created by the recession. I wonder if you have 
looked at other communities to determine in fact what 
proportion of your retail loss is a direct result of cross-border 
shopping or may reflect a recessionary impact. 


Mr Millson: Mr Winter has done a tremendous report 
for various communities and is what I would consider an 
expert on the field. 


Mr Winter: You just have to look at the market shares 
that some of our communities are losing: Fort Frances, for 
instance, 30% in gasoline share; in the Niagara area, 15% 
to 20% of the clothing dollar is going across the border. 
These market shares are rising relatively rapidly. The prob- 
lem is how much damage are we willing to accommodate. 
It is going up rapidly. 

Mr Millson: Eighty per cent of the population is 
within Mr Winter’s circles, I think, referring to what you 
would purchase 15 minutes away from a border, how 
much would you purchase from an hour away, an hour and 
a half, two hours away. With that kind of population 
growth so close to the border, unfortunately all of your 
retail trade basically is cross-border-related. 

When you speak about other mayors, as you can see, 
the provincial members from the province of Ontario have 
certainly rallied behind and endorsed this. I attended in 
Montreal last week the mayors of the large cities across 
Canada associated with the Federation of Canadian Mu- 
nicipalities. That group of individuals thoroughly endorsed 
this full presentation unanimously and encouraged us to 
continue on. In fact, where they had border communities in 
their provinces, they wanted to be actively involved at the 
national level. 


Mrs Sullivan: Your response leads me to the next 
question. That is the definition of a border town. I repre- 
sent Oakville, Burlington and Milton. I am told by retailers 
in my community that cross-border shopping has had an 
impact on their operations. You have suggested a gas tax 
that is graduated from the border to another point. I have 
two problems with that. 

I am not sure how you would do it. It might work in 
Fort Frances or some place like that, but if you are moving, 
say, from the Buffalo area through to Toronto, how do you 
place a tax that does not change retailing patterns within 
Ontario from community to community? In fact, with the 
majority of the population of our province, and of all of 
Canada, within the limited area close to the border of, say 
200 miles, Thunder Bay describes itself as a border com- 
munity. It is 200 miles from the border. In fact, I think you 
are Closer to Duluth, are you not? Where do you draw the 
line of how a graduation in that kind of tax could work, 
and even in the definition of what a border town is? 


Mr Bradley: It is a very valid question. Even amor 
there are two different types of individuals represe 
communities. There are the actual border communitie 
have direct connections to the US and then there are 
communities that are impacted further back. I have h 
report which I could file with the committee which is | 
the federal Department of Finance—it was released a 
or two ago—dealing with the cross-border purchase 
gasoline. I will be honest with you. The report is sa 
that it is a very difficult process to implement. The ques 
you raise are legitimate. However, I think it has been wi 
with that type of mandate to come up with all the rea 
why not. We recognize that it would be very difficult, 

We also recognize, though, that the problem is as 
go further back in, if you are graduating the gasoline { 
Sarnia back through, say, to London, all you are tryin 
do through the different zones—we have looked at z 
10 to 20 kilometres, etc, and a similar reduction as youn 
back—is to take away the incentive to purchase gaso 
And we think it can be addressed. 

We do not believe it is that easy, but on the other k 
it is in place between Quebec and Vermont, it is in plac 
other jurisdictions. You are not capturing any of that r 
nue at the present time. Why would you not try to ret 
ture some of it? We are more than willing to work 
implementing the zones and implementing the process, 
recognize it is difficult, but it can be done. What you 
really trying to do is take away the incentive as you m 
further into Ontario. We believe that is workable and_ 
the solution. 


1740 


Just to go back to when all the mayors met about 
weeks ago, we all had our disagreements on Sunday sh 
ping and some of the other issues. We all agreed on the 
issue—gasoline. It is the product that takes them act 
there in the border communities and then the other I 
chasing builds from that. In our community gasoline w 
to 41 cents per litre just 10 days ago. The gas stat 
owners were telling me they were seeing people they | 
not seen in over a year, because it kept them, it took av 
the primary incentive to travel to the US. That is in a to 
that makes the gasoline. 


Ms Harrington: I want to thank you for coming 
the way here from all across Ontario. It really is impress 
because you are making a very strong statement. I m 
admit to you that I represent the city of Niagara Falls, s 
know exactly what you are speaking about. 

As a consumer myself, and having to shop and feed: 
family—that is, up until September; now my husband d 
it—I understand what it is like to be there and I wo 
agree with Mayor Fratesi when he is saying that at leas 
the prices were closer then things, I am sure, would we 
out better. I believe also, to agree with you, that gasoli 
has a lot to do with it, with that temptation to go acti 
that bridge. Myself, I take into account the time it tak 
the aggravation and all those things, and it is not wo 
going across. 

If we could get more people to consider the other fé 
tors that are involved in it—we mentioned the people ir 
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sssion who do not have the money and therefore are 
ng across because of their budgets. Certainly, it is a free 
intry and we cannot point fingers at people like that, but 
have to, I believe, educate people to think about what 
y are doing and also be realistic about looking for all 
ds of solutions. There is a whole range of them. I cer- 
ily have looked at a lot of them and we have to do 
aething. 

I would like to tell you that a month ago I did ask 
mier Rae to meet with our local mayor about this issue 
| some other people from our community as well. He 
{ us that he was open to local solutions, so I am saying 
t I believe—this is the first day I have been with this 
nmittee—it is this committee’s responsibility to carry 
ward all the recommendations that come before us, to 
ke sure that they are heard and to make sure that there is 
e kind of action. I think that is our responsibility. As 
ll, you were talking about a task force, so I certainly 
uld endorse that. 

I wanted to ask you a couple of questions. In our com- 
nity we had an initiative from the merchants themselves 
ich was called Shop Ontario. I would like to ask if any 
you have been involved in that and whether or not that 
going to do anything to help. Second, you said—and | 
trying to quote here—that the same problems cause the 
s of manufacturing jobs as cause cross-border shopping. 
vas hoping you would explain that a little bit more. I 
ve those two questions for you, Mr Millson. 


Mr Millson: On the first issue, with regard to the vari- 
s merchants and the various plans and the provincial 
ort that came out to, as you call it, Shop Ontario— 


Ms Harrington: That is it. 


Mr Millson: —that has been reviewed by ourselves of 
urse, and it has also been reviewed by the chambers of 
mmerce, I know, not only in Windsor but in many com- 
ities across the province. In fact, they find it a very 
sful tool. The chamber in the city of Windsor has 
opted that and is attempting to work at the grass-roots 
rel to get the various retailers together to be part of that 
ygram. They have initiated joint advertising dollars, and 
vill say that my municipality, the government, the mu- 
sipality itself, has involved itself financially in many of 
yse joint advertising campaigns. I hesitate to mention 
it, because I am not sure whether it is really legal under 
: Municipal Act, but we nevertheless have joined forces, 
‘ough our tourist and convention bureau, to put money 
0 the coffers of the chamber of commerce to jointly put 
ether self-financing ads running in Detroit papers and also 
compete locally, so that our merchants can compete and 
ucate the community itself on prices in our community. 
Iam sorry, the second question? 


Ms Harrington: You said that the loss of manufactur- 
z jobs and the cross-border shopping had the same root 
use. I wonder if you could go through that. 


Mr Millson: Right. Well, very simply put, one of the 
asons that many Canadians go to the United States to 
op is of course the price, the competitive nature brought 
out because of a dollar that is not where we as manufac- 
rers probably think the dollar should be. Therefore, the 













manufacturing sector, over the last two years, has been 
fighting this same kind of competitiveness that the retailers 
are facing right now. 

Therefore, many of the tool and die industries, many of 
the manufacturers, have not been able to compete. As we 
See, the coming in of the free trade agreement with Mexico 
is another fear that in fact we could very well be losing 
once again. Every single day we all pick up newspapers 
that show more plants closing. Since your government has 
taken power, there was a report the other day, there have 
been 260,000 jobs lost in the province of Ontario. 

Once again, many of those jobs are gone for good, 
which is much different than what we saw in the 1981-82 
recession. Once again, I am saying to you that a lot of that 
dilemma has come about because of fiscal policies, monetary 
policies that this country has adopted and carried forward 
for the last several years. Those are items that have to be 
addressed, that are just now being seen at the retail sector 
but actually started at the manufacturing sector earlier. 


Mr B. Ward: I think, when you look at the problem 
of cross-border shopping, primarily it is price. I do not think 
anyone could deny that. Primarily, the consumer is trying 
to get the best value for his or her dollar, especially during 
tough times. If things appear to be cheaper in America, 
obviously that is where that individual is going to go. 

You have made some recommendations. I think part of 
the problem is that we have two different systems or socie- 
ties. America has its society and we have ours. America 
has toll-booths—we have road construction out of general 
revenue—toll-booths to pay primarily for their road con- 
struction or maintenance. Municipalities in America have 
the ability, it is my understanding, to defer property taxes or 
to defer some taxes. In Canada and in Ontario, you do not. 

In America, they do not have an adequate medicare 
system. In Ontario and in Canada, we do. There are a 
number of philosophical differences between the two 
countries as far as social policies are concerned. In America, 
if they face a financial crunch, as Detroit did not too long 
ago, they lay off 300 policemen or they shut down the 
transit system, as they did in Buffalo. In Ontario, we ensure 
that we have stability by having adequate revenues 
through property tax and/or transfer payments from the 
province and the federal government. 

Have you examined that aspect of the situation? I think 
we have to get to the meat of the question. Do you suggest 
that perhaps Ontario and Canada should be heading towards 
a more American-type system? By American system, | 
mean their tax system and the resultant impact that would 
have on some of our philosophical policies. Or do you feel 
that out of the task force recommendations perhaps a number 
of solutions or recommendations could be suggested so 
that we could avoid that? I mean the idea of Sunday shop- 
ping, the idea of the tax zones for gasoline, the idea of 
stricter border inspection. Sometimes I think we do things 
backwards. They are trying an express lane in British Co- 
lumbia for Canadians and perhaps that should be for 
Americans, to encourage them to come to our country. 

Philosophically, do you think that perhaps, in your 
opinion, we are doing things wrong as a society, or do you 
feel that there is a solution to be found by implementing a 
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number of recommendations so that we can avoid heading 
into the American tax system? 


1750 
Mr Millson: Anybody want to tackle that one? 


The Chair: When you start to answer that, I want to 
make sure you know that every word is going to be recorded. 


Mr Fratesi: I think as long as it is lawful, as long as it 
is convenient and as long as it results in a bargain to shop 
on the American side, we all have to recognize who our 
competition is. It is a fact. We are competing with the 
American merchant—and when I say “we,” I mean me as 
a municipality and you as a provincial government and the 
federal government as well as the merchant—for dollars, 
whether they be tax dollars or they be dollars that are in 
the till. And no, I do not think any one of us wants to 
Americanize our system, but we have to recognize that is 
whom we are competing with as long as our borders are 
the way they are. 

No one is suggesting that they should be shut down, 
because that would be regressive, but that is who the com- 
petition is. And yes, to your last question, should we be 
sitting down and talking about this, that and the other thing 
and putting together a package of things. When I talked 
about waving the flag before, I was not just appealing to 
someone’s sense of patriotism. I was talking about trying 
then, and only then, when things get closer, to talk to him 
about how important our system is because it funds the 
medical system, because it pays for the roads. He will 
listen to it when we close the gap, but he certainly is not 
going to listen to it when he is paying double the price here 
and it is lawful, it is convenient and it is something that is 
available for him to stretch his dollar in an economy. 

So yes, you suggested there were things that we could 
sit down and talk about. “We” has to include all levels of 
government. “We” has to include a merchant who might 
have to smile longer or with a bigger smile because the 
American competitor is offering price only. All sorts of 
things have to be done, but it has to involve everyone, not 
just you as one level of government or me as another level 
of government. And not just the consumer, to appeal to 
him that our system is much different. As long as we remain 
in a competitive position with Americans, we have to rec- 
ognize that we are competing. We do what we must. That 
is what this is all about, putting together what we must. 


Mr Bradley: A very impressive list of comparisons. I 
always like to use one when I am in Michigan speaking: 
that they have organized crime and we have the Liquor 
Control Board of Ontario. 


The Chair: Is that a comparison or a contrast? 


Mr Bradley: I say that with all respect. The former 
member for Sarnia has now gone to that great heaven. 

I would just very quickly make the point that of any 
group of people in this country, we have managed to resist 
becoming Americanized. We are very proud of being Ca- 
nadian, and we know we can compete, as the mayor of 
Windsor indicated. We recognize there is a substantial dif- 
ference. There is a substantial difference in municipal 
taxes. But we respect the benefits we get out of that. 





What we are just trying to do is, again, move the pl 
field to a level where at least they have a fighting ch 
That is all we are asking for out of this whole exercise 

Mr Millson: Just in conclusion on that, Brad, i 


last couple of days did you not just lose 350 employe 
your community? 





Mr B. Ward: It seemed like we were losing a pl 
week for about the last six months. 


Mr Millson: I guess that is probably my point. No 
wants to go to the American system. It is a great pla 
vacation once in a while but, you know, do you wa 
live there type of routine. But the difficulty we al 
facing right now is as you are experiencing today in 
community. You lost 350 employees. Who in the he 
going to start paying these bills? Who is the one wl 
putting the money into the coffers of this province at 
this country to give us the hospitalization? You say 
you are collecting taxes, and I am saying to you that 1 
is not going to be anybody able to pay the taxes any n 
That is where we are at and that is why these border c 
munities have this problem. 


Mr Hansen: Mr Kwinter had stated earlier that 
like a snowball; it is growing. I agree with him on that 
I hope it melts pretty quick. 

I see a lot of other social costs involved, like in § 
Ste Marie just recently, the money that came from 
province for the development of the park. That park 
be free for people in Ontario and to attract tourists to c 
from the United States. But it seems that when you g 
the States and you go to a park, you have to pay to ge 
you have to pay to park your car. So we have a diffe 
fabric here in Ontario completely. 

Mr Winter described Fort Frances also. The police 
partment is, I think, double the size in Fort Frances of v 
it is in International Falls. Not only that, but there 
full-time fire department, which is safer in Fort Frat 
than it is in International Falls. So when you start compa 
these social costs that are protection to your family, e 
the fact that people felt safer shopping in Fort Frances t 
in International Falls, people have to compare all th 
things, and what do they want in the end? 

This is a short-term gain; they are gaining right now 
going across the border. But what we have to do is tak 
look at the long term. I am glad that this task force stat 
before we even had a chance to ask you, because this \ 
one of our objectives that we have been going along 
partnership between the federal government, the provin 
government and the local municipalities. You are just ¢ 
step ahead of us. I think we said this about three weeks: 
and I do not know whether you heard it on the radio or 1 
but this is an area that we are coming to. 

We have sat through most of these hearings; we he 
some that are subbing in here today. But the other thing 
that I look after a rural area, which is Lincoln. I can: 
that in the municipality, with the tax base, if we are payi 
more for welfare cases, and it is going to grow, then‘ 
have to cut in certain areas. So most likely for the ball d 
mond down the street you say, “Sorry, we do not have mot 
in our budget for the parks department this particular yee 
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only that, but the corner store or the small shop will 

“J do not have the money this year to sponsor your 
sball team.” So I think you are going to find that it is 
ag to change the whole fabric here in Ontario if we do 
solve this problem right away. 

have talked to the Minister of Revenue already. They 
aking a look at the tax situation in New York state. I 

ght to her attention that you go to the States and buy 
] and lawn furniture and have it shipped over here and 
tell you that you do not have to pay state tax because 

going out of the state. They tell you on the telephone 
you do not have to pay provincial tax; it is up to you to 
it. All you have to do is pay 8.3% duty and 7% GST 
‘they will drop it in your driveway. 
So these are new ways that the competition is trying to 
in that back door. We have to close that back door and 

be lock it a little bit. Thank you. 

ne Chair: I would like to thank you for coming. I 

w you have travelled a long distance. I think the fact 

this committee is having these hearings and has in- 
d as many people as it can to them is an indication of 
‘degree to which we take this as being a very serious 
ve. We are seeking to try to find solutions and recom- 
hdations that we can give to the Premier and to the 
ernment. 
Mr Millson: Thank you, Mr Wiseman. Thank you, 
mbers, very much. 
(The Chair: We have one piece of business as a com- 
ee before we break. On Monday there is the meeting of 
|government’s and private sector representatives on the 
ss-border issue at the Ramada Renaissance hotel. It is at 
»’clock in the morning and it goes until 2 o’clock in the 
moon. Obviously, if you can make it—that would be 
your own—that would be great. As a committee, I do 
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not think we can go because of the time. It has been sug- 
gested that perhaps we should send the clerk and Anne or 
David to this meeting, but we need to have direction from 
the committee to do that. 


Ms Harrington: That is Monday morning, 10 
o’clock, in Niagara Falls? 


The Chair: Yes, from 10 until 2 o’clock. 


Mr J. Wilson: I do not know whether Mr Sterling 
would have a problem with that or not. 


Mr Hansen: Monte, do you have a problem with that? 
Mr Kwinter: I have no problem with that. 


The Chair: In the past we have discussed the whole idea 
of travelling as a committee. Travelling as a committee, in 
this circumstance, I do not think is possible, and I know 
that Mr Sterling would not agree with that. 


Ms Harrington: It is the first time I have heard about it, 
but I would like to check and see if there is any possibility 
of my being able to go for at least the morning. 


The Chair: You can do that on your own, but this is 
to send two members of the research staff. 


Mr Kwinter: Oh, just to send them? 

Mr J. Wilson: We have no problem with that, no. 
The Chair: Okay. 

Mr J. Wilson: I thought you wanted to send Norm. 


The Chair: It is agreed. Okay. No, just that you are 
filling in for Norm. 


Mr J. Wilson: We can get rid of him for a day, sure. 


The Chair: Okay, so we can decide who is going to go. 
This committee is adjourned until 10 o’clock Thursday. 


The committee adjourned at 1801. 
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The committee met at 1010 in committee room 1. 
CROSS-BORDER SHOPPING 


BUFFALO ADVERTISING INC 


‘The Chair: We have a quorum nov, if Mark Adler of 
ffalo Bargains could come forward, please. Thank you 
coming to the committee. 


‘Mr Adler: I am glad to take my place before you this 
ming as a proud Canadian and as a resident of the prov- 
e of Ontario. As the Chairman said, my name is Mark 
ler. I own an international company, Buffalo Advertising 
. I am also an international author. I published a book 
itled Buffalo Bargains, which was released last September, 
1 within the first three weeks of its release it became a 
nadian best seller. I was very pleased with the progress 
the book and the sales. To date, Buffalo Bargains has 
d over 25,000 copies, making it not only a Canadian 
it seller but a best seller in the United States as well. 

My company is also in the business of providing shop- 
g directories not only for Canadians who live in southern 
tario but also for Canadians who live right across the 
intry. I am publishing books for Bellingham, Washington, 
‘Montrealers who head to Burlington, Vermont, and for 
yple who live in Atlantic Canada who shop in the north- 
stern United States. 

Although I have not gotten much ink on this aspect of 
business, I also provide shopping directories for Cana- 
is shopping in Canada, but the more popular side of my 
siness these days seems to be for those Canadians who 
_heading to the United States to do cross-border shopping, 
it has become known. 

I come before you today really to talk about ordinary 
ople, ordinary Canadians. I am talking about the single 
ther of two who has to go to Buffalo to provide milk for 
r children, where she can buy it at 69 cents for a half- 
lon as opposed to paying $3.18 here in Toronto; the 
gle mother of two who has to go to Buffalo to buy her 
getable soup, where it is only 49 cents as opposed to 
.09 here in Toronto. 

I have some comments by ordinary Canadians which 
ve appeared in the press, some of which I would like to 
are with you. It is a reflection really of how Canadians 
d southern Ontarians feel about having to shop here, 
ving to pay the high prices here and rising taxes. 

I have one quote here from an article that appeared in 
: Toronto Sun last November, from a 33-year-old civil 
‘vant. It does not say whether or not he is employed, or 
lat level of government, but he says: “Everything 1s 
eaper, kids clothing, groceries, toys and shoes. And 
sre’s also tremendous deals on shoes. A pair of boots I 
ught here for $15 are $60 at home. Cowboy boots I 
ught here for $22 are $75 at home.” He goes on to say: 
’s our crazy government’s fault. Prices in Toronto are 

























outrageous. We’re paying so much because of all their 
taxes and that’s why we have to come here.” They go on to 
say that they hope—this was during the wintertime—that 
there would be a blizzard so they would have to stay over 
longer, so they could legally bring back more goods to 
Canada. 

From an article in the Globe and Mail, we have another 
ordinary Canadian. These are people who live in Thunder 
Bay who shop in Duluth, Minnesota. We have one resident 
saying: “Retailers in Thunder Bay have ripped us off for so 
damned long and now it’s catching up to them. My brother 
saved $700 on a refrigerator. At these prices I can’t afford 
to be loyal to Canada.” He goes on to say: “No way I feel 
guilty. I could care less. It’s cheaper in the US, staff are 
friendlier and there’s better selection.” 

Let me just finish off with one quote I found rather 
humorous. This is a butcher in a Super Duper market in 
Buffalo, where he is telling one Canadian consumer that 
turkey costs 75... a pound. This is compared to $1.49 a 
pound in Toronto, and he says to the Canadian consumer, 
“Guess you guys are the real turkeys.” 

Let me put the human face to cross-border shopping, 
how it affects people, why people are going, why Canadians 
are hopping in their cars and taking the hour-and-a-half 
drive from Toronto or from Oshawa, or the 20-minute 
drive from wherever it may be, St Catharines, to head 
down to Buffalo and shop. Something must be wrong if a 
resident of northwestern Ontario can go down to Duluth, 
Minnesota, a 200-mile drive, buy lumber that was cut 
down in his own backyard, bring it back to Canada and, 
after all the duties and taxes are paid, find it cheaper, on a 
$6,000 purchase in one instance. This is from a call that I 
received, and I receive lots of calls from people all across 
the province who tell me their stories or their small victories. 
This person, by paying $6,000 for a pine door, or a number 
of doors, saved over $1,100. This is after duties and taxes 
were paid on wood that was cut down in his own back- 
yard, from his own forest. 

Something must be wrong when a Canadian student 
can purchase Pierre Berton’s books, the history of his own 
country, the history of Canada, for $6.35 in the United 
States and $8.54 in Canada. 

Now we are in a major recession. We have unemploy- 
ment seasonally unadjusted at 10.5% in this province. People 
are being laid off all the time. More Canadians are on 
social assistance than ever before in the history of our 
country. Again, these are data, but they are stark data and 
they tell a story. Behind each statistic is a human, a face. 
These people are fighting a war against rising prices and 
high taxes in the best way they know how. They do not 
hold meetings in secret. They do not need task forces and 
they do not need committee hearings to know that they can 
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get eggs for 39 cents a dozen in Buffalo, as opposed to 
$1.29 here in Canada. 

My office fields calls from Canadians every single day, 
telling me and my staff of their small victories, of being 
able to purchase eggs and soup and bread and groceries, 
just the bare essentials of life. These people are not heading 
down to Buffalo to buy frivolous items, although some do, 
but a lot of people are heading down there to buy the bare 
necessities, to feed, to clothe and to put fuel into their own 
automobiles. 

These people are proud Canadians and it is wrong to 
point an accusatory finger at them and tell them that it is 
their fault the Canadian economy is in such poor shape. 
These people are not unpatriotic. They have really reached 
a threshold. They feel that they have been taxed too much, 
that prices are too high, and they are fighting back in the 
best way and the only way they know how. Rather than 
pointing an accusatory finger and condemning them, I give 
them credit. 

Now the term “cross-border shopping” itself is really a 
misnomer. It has become synonymous with the people 
who, as I say, hop into their cars and head to Buffalo and 
load up on jeans and groceries and soda pop and all those 
types of items. But cross-border shopping is much wider 
than that. It is not really useful to focus on one minor part 
of cross-border shopping. I would be engaging in cross- 
border shopping if I headed off to Hong Kong or Europe 
and purchased items. I would be cross-border shopping if I 
were a Canadian land developer purchasing land in the 
United States. Robert Campeau was probably the best ex- 
ample of a cross-border shopper. Thank goodness for 
many in our retail sector perhaps, he was a cross-border 
shopper and did not buy a Canadian retailing concern. 
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Should we be allowing our airlines to fly Canadians 
outside Canada to buy goods and services that they can 
buy here? Perhaps we should set up a government tribunal 
which would evaluate the usefulness of Canadians flying 
abroad. If their trip is not of any economic benefit to Canada, 
then perhaps we should not let them go. 


In all these instances, money is leaving Canada. It is a 
form of cross-border shopping. So when we talk about 
cross-border shopping, we should include every facet and 
not just the single mother of two, or the family that heads 
out to Buffalo, or the family that crosses from Sault Ste 
Marie for the day to buy some groceries or some gasoline. 
That is wrong. What is considered shrewd for the Cana- 
dian businessman is considered to be unpatriotic for the 
ordinary Canadian, and I say that is wrong. 

In my submission I put forth some statistics. For example, 
if a Canadian were to buy a condominium in Florida—I take 
the case of Boca Raton, for no particular reason. Take a 
$250,000 condominium that a Canadian purchases in Flor- 
ida. If we agree that $150 is the average spent by a family 
or an individual across the border on any given shopping 
trip, this works out to about 1,700 such shopping trips until 
the amount spent in Buffalo equals the amount spent by 
the Canadian on his Florida condominium. With Robert 
Campeau spending $7 billion on Federated Department 


Stores a couple of years ago, this equals 46 million 
trips by Canadians. 

Why the double standard? Why is it wrong for Ca’ 
ans to shop in the United States, to engage in cross-bi 
Shopping to buy jeans, to buy a Walkman, to buy groc 
to buy gasoline, yet it is right—and I am not saying tl 
is wrong—for business people to go and scour the v 
for bargains, for land deals and for things that really 
not available to the ordinary Canadian? 

A reason why a lot of Canadians are shopping ir 
border communities is because they cannot believe 
cost. They cannot believe that some goods that are ma 
Canada sell for less in the United States than they do] 
We heard a couple of weeks ago, maybe it was last w 
of some coffee filters that are made in Scarborough, 
tario, that sell for, I believe it was $1.29 or $1.59 he 
Toronto and they were available for four for $1 in Buf 
Unfortunately, I do not have the name, but I have been 
that by many people, that they have bought these ec 
filters. 

Unfortunately, as I say, I do not have the name of 
filters, but I do have one particular item. It is a hand Ic 
called Complex 15. A friend of mine picked this u 
Freddie’s Pharmacy in Buffalo. It retails there for $3.3 
is manufactured in Canada, and here in Toronto—I pr 
it yesterday at two drugstores—it sells for $10.99. W 
With this sort of incident, people begin to feel they 
being ripped off in Canada, and it makes Canadians d 
mined more and more to shop in the United States. Th 
an issue that has to be dealt with. 

I mentioned before that taxes are another big rez 
why Canadians are shopping in the United States. 7 
feel that their threshold has been breached. Canadians 
cept that they have to pay taxes, they know that gov 
ment provides them with wonderful social services 
they can take advantage of, but they also know that w 
taxes influence a person’s purchasing decisions the te 
have gone too far, they are too intrusive into the live 
individuals. They feel that the way to fight back is to a\ 
paying the taxes, and to do so they are shopping in ple 
like Buffalo. 

Canadians also find that they get better service in 
stores. They find the service is friendlier, the staff are m 
knowledgeable. I am sure IJ am not the only one ¥ 
when he walks into a department store here in Cané 
finds it very difficult to get some sales help. Whenev 
am in a department store and I want to make a purch 
when I want to find a sales person I just look behind 
largest merchandise stand and no doubt I would find th 
there. But in the US stores, when you walk in they m 
you feel like you are at home. They want to give you: 
kind of assistance they possibly can and they are knowled 
able about their products. A lot of stores here in Canada 
not provide that service. We had one of the members m 
tion a couple of weeks ago that when he worked it 
supermarket there was a lack of training provided. 

In US stores there is a sort of corporate culture creat 
Trained staff are told to be friendly, staff are made kno 
edgeable of the products that they are selling, and consum 
appreciate this. All of this is part of a consumer-dri\ 
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losophy that is really lacking in Canada but which we 
yuld work to develop here if we want to keep Canadian 
isumers shopping in our own country. 

Another reason, I found, why Canadians are shopping: 
ypping has become a form of entertainment for a lot of 
yple. They find that arts and sporting events have be- 


ne much too expensive for them to enjoy at their leisure 


1 so shopping has become an inexpensive substitute for 
se people. They find they can go out and spend the 
eroon at the mall in what has become temporarily 
ywn as a period of bonding for the family. They can 
nd some time together. They do not have to purchase 
ything, but it is an opportunity to spend some time to- 
her. This is basically what the whole Sunday shopping 
ue is all about, but I do not want to get into that. It is a 
ole can of worms in itself. 

Now, a figure that has been suggested as to sales lost to 
, Ontario economy is in the neighbourhood of $1 billion. 
at seems to be an accepted figure. However, the figures 
.a bit misleading. Let me point out why I think they are. 
ey are misleading because of a basic economic princi- 
, and I get into this in my brief, but basically what I am 
jing is, rather than a principle of diminishing marginal 
lity, which is offered by economics 1 courses, I refer to 
: “Wow, I can’t believe it’s so cheap” principle. Basi- 
ly what is behind this is that Canadians who go there 
d want to spend their disposable income find that be- 
ase goods are cheap, they are willing to buy more items 
n they would normally have bought, because the goods 
» more expensive in Canada. 

So if somebody were to go there, for example, to buy 
minum foil—I do not know what the price is here in 
mada, but I would say it sells for $1 a roll here and in 
iffalo it sells for, let’s say, 5O cents a roll. In Canada, 
nen they go out and purchase it, the person who is in 
alge of purchasing this in the household would purchase 
thaps two or three rolls, or as much as they need. When 
sy go to Buffalo, however, because it is so inexpensive, 
»y are willing to purchase more; so they have more utility, 
ore use for goods, because they are less expensive than 
2y find here. And because they will find more, the total 
sket value of their goods increases, and hence we get a 

‘ger number of total sales that are projected to be lost to 
2 Ontario economy than really are. 

Another reason why the $1-billion figure has been of- 
red is that there is more variety in the United States. 
:ople are buying goods there that are not available here. 
) to say that $1 billion is being spent in New York or in 
ichigan, in the Ontario border states—it is not necessarily 
1e that the same $1 billion would have been spent here, 
hough I am not arguing that none of it would have been. 
f course, probably a majority of that figure would have 
‘en, but we would have found other uses for the remain- 
‘r amount of money. 

Now, we have heard about the decrease in retail sales 
Xx revenues and gasoline tax revenues. If we look at the 
easurer’s third-quarter report, we find that they are down 
almost $1 billion, but it does not show where exactly 
ese revenues are down and in what communities they are 
ywn. Obviously people who live in Niagara Falls are 








more inclined to purchase their gasoline across the border 
than is somebody who lives in North Bay or the farthest 
points of northern Ontario, but we do not know exactly 
where the figures are down and where they may be up. So 
it is misleading to suggest that merely because sales tax 
revenues are down, and gasoline and retail sales, that in- 
deed they are down because of cross-border shopping. 
There are so many other reasons why, including recessionary 
pressures, declining consumer confidence due to the Persian 
Gulf war, energy conservation and, of course, cross-border 
shopping, I am not denying it. All these translate into lost 
sales tax and gasoline tax revenues. 
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It has also been argued that department store sales are 
down across Canada. This too has been attributed to cross- 
border shopping. But if we look at communities that are 
not affected by cross-border shopping—take the provinces 
of Quebec, Manitoba, Alberta and Newfoundland, which is 
not affected by cross-border shopping one iota—we also 
find that retail sales are down. In fact, in some of these 
communities they are down more than they are in Ontario 
and British Columbia. By the same token, no one would 
suggest that because retail sales increased 1.5% from last 
month, there has been a decrease in cross-border shopping. 
So the argument works both ways. 

Another figure that has been offered as to the popularity 
of cross-border shopping is the number of trips taken by 
Canadians, whether they be one day, two days, three days 
or whatever. These are raw figures and again they do not 
break down why these people are going across the border. 
They may be going across the border to visit Aunt Jean. 
They may be going across the border to go to school, to go 
to work. Not everyone is going across the border to shop. 
So to suggest that these people are merely shopping across 
the border, merely disposing of their hard-earned Canadian 
dollars in the United States, again is misleading. 

Another suggestion as to how we can curb the phe- 
nomenon of cross-border shopping is to devalue the dollar. 
I do not want to get into this too much. For the sake of 
simplicity, I am just mentioning it. But I know that devalu- 
ation of the dollar involves very many repercussions. It 
may be advantageous to the business community if we had 
a lower dollar vis-a-vis the American, but again it certainly 
would not help those people who are least able to pay, 
because Canada, being a net importer of goods, would find 
itself in an inflationary spiral and the people who were 
least able to pay would be affected most by such an action. 

We have a free trade agreement with the United States. 
We were told by our federal politicians and by advocates 
of free trade that we would enjoy lower prices. We were 
told to look beyond our national boundaries, to look be- 
yond our local community, to reach out and go into the 
global marketplace. We should not be walking around with 
blinders on. 

Ordinary Canadians have taken a lesson from the free 
trade agreement. Their minds were set for lower prices. We 
were promised lower prices. But lower prices were not 
forthcoming. So ordinary Canadians took a lesson from 
the advocates of free trade and they too are looking to the 
global market. It is merely a question of survival for these 
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Canadians. They want to survive, they want to be competi- 
tive, just like business wants to. 

These are people who are looking beyond their local 
communities to survive, to purchase milk at 69... a half 
gallon. The bigger threat to the Canadian economy is not 
so much the drain, the leakage from Canadian shoppers 
heading across the border to buy a pair of jeans or a bag of 
milk; it is more from the high tech drain and from the 
brain drain. It is from companies like Northern Telecom, 
which jumped across the border into the United States with 
moneys that it got from Bell Canada’s monopoly to set up 
research and development facilities in the United States 
and not in Canada. That is the real problem. That is where 
the haemorrhage is occurring. It is not occurring because 
Canadians are shopping across the border to buy a pair of 
jeans. I am not saying that this is not a problem. It cer- 
tainly is and it creates a leakage of valuable money that we 
could probably use here. But it is not the only problem and 
it is funny that cross-border shopping has brought to light, 
really, the competitive problem faced by Canadians in the 
world economy. 

Also what is ironic is that a lot of groups that appeared 
before this very standing committee, although the faces 
have changed and the names are different, three short years 
ago many of the same groups argued in favour of the free 
trade agreement. They said we need free trade to become 
competitive, we need free trade to look to the global market- 
place, to force Canada to be streamlined, to be competitive 
in the world marketplace. Now these same groups appear 
before you when free trade is working for the consumer 
and they find that that these Canadians should not be taking 
in free trade and somehow are wrong. 


Let me conclude by saying that we have been told 
nationalism no longer has any place in the global market- 
place. Appeals to nationalism will no longer keep Canadi- 
ans shopping at home. We were told by our federal 
politicians, by the advocates of free trade, to expect lower 
prices, to expect Canada to become more competitive. 
That did not happen, so Canadians are merely using free 
trade, using the tools that were given to them by the people 
who worked for the implementation of the free trade 
agreement that we now have in this country. They are now 
taking advantage of it, and somehow they are wrong. 

Members of the committee, it is really a travesty that 
ordinary Canadians, who merely want the same privileges 
as the business community, are denied them. They want 
value for their money. It is merely an issue of survival. 
Thank you. 


The Chair: Thank you. I have Mr Jamison, Mrs Sulli- 
van, Mr Sutherland, Mr Hansen, Mr Ward, Mr Kwinter 
and Mr Phillips. If we could make these questions short 
and have one from each then perhaps we can get through 
the list a couple of times if we need to. 


Mr Jamison: One question that I would like to ask at 
this point is, from your experience, what is the position of 
cross-border shopping in the United States retailers’ 
minds? What is the US retailers’ marketing Strategy at this 
point? What are they doing in particular that is different or 
promoting in a greater sense the ongoing ability to attract 





the Canadian consumer? What exactly are they doin 
your opinion? 

Mr Adler: I have a great deal of contact with a 
many retail outlets, particularly in the western New | 
area; owners of shopping malls and stores and that SC 
thing. They are very aggressive retailers. They kno 
Opportunity when they see it. They can see the trend. ’ 
are very astute business people. They see the numbe 
Canadians flooding down through the borders, ovei 
bridges to the United States, and every retailer down t 
wants a piece of the action. They all want a piece o 
Canadian consumer pie. 

There are various vehicles they have taken. They | 
taken advertising on TV, they have taken advertising it 
newspapers. There are a lot of newspapers in the sout 
Ontario area which take flyers from United States retai 
A lot of supermarkets send, I believe it is, 60,000 fl 
into southern Ontario every week. Buffalo Bargains, 
concept that I came up with, has offered these US retai 
outlets a more inexpensive way of reaching Canadian | 
sumers, a more direct, sort of hard-core market grou 
market segment that they could take advantage of. 

But to answer your question, United States reta 
recognize a trend and they recognize a flow of Canad 
coming in. They do not want to miss out. In the Burling 
Vermont, area, for example, staff are trained to 
French to accommodate the Montreal consumer. A lo 
the items available in the Burlington, Vermont, stores 
brought in from Europe or manufactured in a Europ 
Style because they know that the people of Montrea 
people in Quebec prefer a more European style, as 
posed to what is available in other places in the Un 
States for Canadians to purchase. So they are accom 
dating, they are reaching out, they are attempting to 1 
Out what the consumers want and they are making a ¢ 
certed effort to do so. You really have to give them cred 

But I may add that it is not totally restricted to 
retailers. There are some Canadian companies that are z 
doing the same thing and we have to be fair. You know, 
cannot just say that US retailers know what they are do 
and Canadian retailers do not. There is one Canadian 
tailer who was mentioned in the Buffalo News last yeal 
is a family-run fur business in Fort Erie. “‘Each of u: 
fitted with the equipment for survival,’ the owner says. 
provides excellent service, knowledgeable staff, frien 
and courteous service at reasonable prices and he is vi 
successful in the Fort Erie area.” He is attracting America 
He is attracting Canadians. 
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So it is having your finger on the pulse of consum 
and exactly what they want, whether they be Canadian 
American. There is no reason why Toronto retailers cam 
attract Americans to come shop here. There is no reas 
why not. But the point is they should have their fing 
really on the pulse. Many retail analysts and marketi 
consultants are paid mega bucks to figure out how to. 
that. I am not in that business; I would, perhaps, ha 
some solutions to the retailing situation here in Canac 
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again, I am not in that business and I do not pretend to 
n expert in the area. 

Sullivan: Mr Adler, I find your presentation in- 
sting. | am particularly interested in the fact that you 
> couched your view relating to the publication of Buf- 
Bargains in the context of social good when in fact 
t we are really looking at here is a young, bright entre- 
yeur who has taken some risks to put together a publi- 
on that sells advertising to American retailers to reach 
‘Canadian market. Social good may or may not have 
thing to do with it. I suspect that it had nothing to do 
1 your original thinking about going into this. Your 
king was entrepreneurial. 

You have, in the course of your presentation, indicated 
iy of the competitive factors which have been placed 
yre us in previous hearings of the committee: price, 
rice, variety, product knowledge, selection, entertain- 
t and the aggressive marketing that the US retailer puts 
yard. I am going to ask you two questions about your 
lications and I may have to leave before you are com- 
ed—but I will look at the record—because | have to go 
he House. 

First of all, do you include in your Buffalo or other 
erican publications an indication that there are differ- 
es in the products which are purchased; whether, for 
imple, in white goods, thete are CSA standards or energy 
ciency levels, or whether there is a difference in war- 
ties and so on. Do you provide that kind of information? 
‘Second, I note that your economic analysis of the effect 
cross-border shopping describes only impact on retail 
28; you have assumed that the $1-billion figure, which 
.ccepted as the figure of the economic effect, is relating 
sales. Indeed, that is not what that figure relates to. It 
Ates to the entire economic effect of lost sales, closed 
es, the manufacturing-distribution-marketing chain and 
| impact on revenues, not only gas tax, but on corporate 
1 personal income tax, retail sales tax, and so on. So I 
agree with your argument about the impact on the 
pnomy. 

|The other thing that | was wondering was, in your 
bpping in Canada book, which I understand you also 
Dlish, do you take into account the competitive factors 
t you have named? Do you also sell ads to Canadian 
ailers through that publication, and where do you see the 
ailers who are included in the Shopping in Canada book 
erms of their competitive situation with those who are 
ed in your Buffalo book? 

Mr Hansen: One question? 

Mr B. Ward: A point of clarification, Mr Chairman: 
is that one question with three parts in it? 

Mrs Sullivan: It was a well-rounded single question. 

| The Chair: If we all have questions like that, we will 
jhere until 7 o’clock tonight. 

Mrs Sullivan: Start with the last one first, maybe. 

Mr Adler: Okay, that is what I was going to do. I was 
ing to approach your one question from bottom to top. 
terms of my Canadian publication, which is currently in 
> works, it has not been released yet, I have had a great 
al of difficulty convincing Canadian retailers to come on 
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board and to demonstrate to Canadians and to others that 
this would be a good vehicle for them to advertise and to 
reach out to potential consumers. 

The sell is unquestionably a lot easier in Buffalo. I have 
no difficulty whatsoever walking into a store, showing a re- 
tailer what I have—because nine times out of 10 they have 
heard of it, they have read about it in the newspapers, they 
have seen it on TV—and they are willing to go, first time 
around, an unknown commodity, with a half-page ad. 

With the Canadian retailer, however, I find I have a 
much more difficult sell and a lot more of a salesmanship 
job to do. When you ask me to comment on why I have a 
much more difficult sell here, there are reasons perhaps to 
do with the recession, their advertising budgets are down. 
But recession is not really isolated to this area of North 
America; there is recession in Buffalo too, but the fact is 
that they recognize an opportunity in Buffalo whereas here 
they are a bit sluggish and a bit slow to come on board and 
take advantage of an opportunity. 

So in terms of the competitive structure vis-a-vis Cana- 
dian retailers and American retailers, it is comparing apples 
to oranges. Because I am a sort of international marketer, | 
am an international company, I look globally, and I do not 
want to exclude the Canadian retailer from participating in 
what has proven to be a successful vehicle for getting a 
point across to a potential consumer. 

The second point that Mrs Sullivan made was regarding 
warranties and CSA standards and the like. The fact is that 
a lot of items have international warranties. A lot do not; a 
lot cannot be serviced in Canada, and that is a problem. 
But again, when you buy a TV or a VCR across the border, 
how many of us really have real problems with a VCR that 
we purchase? It lasts four or five years and then we dis- 
pense with it and buy a new one, those of us who can. 

That does not seem to be a concern for the Canadian 
consumer who shops in the United States. They are not 
questioning whether or not the goods are going to be cov- 
ered by warranty or guarantee here in Canada when they 
bring it back and something goes wrong with it. In fact, a 
lot of retailers here, even though they should not be fixing 
it because of CSA standards, they are—and repair people 
have told me this—repairing goods that are made in the 
United States, and I know they should not be doing that 
and the like, but they are in fact doing it. 

As for couching my presentation in social good, I do 
not have any less or more of a social conscience than any 
businessman perhaps. I am here providing a service for 
Canadians, and I am flattered that Mrs Sullivan thinks my 
book has created this massive groundswell of Canadians 
wanting to shop in the United States. I am flattered that she 
would say that, but I really cannot take all the credit for it. 
After all, it was our federal government that gave us free 

trade, that told us to look globally, told us to look beyond 
the local economic community, and that is essentially what 
I have done. 

Mr Sutherland: First of all, I want to say it is a sad 
commentary on our society if shopping is a great family 
activity in this day and age. I have problems with the 
premises you are using to justify your argument. You have 
commented that it is cheap entertainment and that these 
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people cannot afford the other types of entertainment, 
whether it is sports, theatre, whatever. You have also said it 
is survival. 

Granted, for those people who are going across the 
border and shopping for basic food items like milk and 
eggs and cheese, I can understand that. But if it is really 
survival, Mr Adler, how do you explain the fact that people 
are going over and buying VCRs and stereo systems? 
Surely those things are not for people concerned with sur- 
vival, and we have already had evidence before this com- 
mittee which indicates the higher your income, the more 
likely you are to do cross-border shopping. So I have prob- 
lems with that. 

You also mention that this is all consumer-driven. But 
are not these consumers who are going across the border also 
consumers of the health care system, community services, 
consumers of our better environmental standards, our better 
occupational health and safety standards? I guess what I 
am saying is, they are being selective about what they 
think they are being consumers about. 
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Mr Adler: Absolutely. Thank you for that question. 
To deal with the first one, about the form of entertainment, 
why should it be a sad commentary on our society when 
people want to spend their leisure time shopping or win- 
dow shopping? People have told me that they feel the 
government has become too intrusive into their lives and 
they should not be told whether or not they should be 
allowed to shop on Sunday. But again, it is not an issue I 
want to get into, it is an issue that should be dealt with 
perhaps by this committee at some other point, but I am 
not here to talk about Sunday shopping. It provides an 
inexpensive alternative for ordinary people to do some- 
thing with an afternoon. 


Mr Sutherland: But, if I may, you said, “And they 
may not buy anything.” But all the stats prove that they are 
not just window shopping. There are actually people buying, 
and buying big-ticket items. 


Mr Adler: Not everybody is buying big-ticket items. 
The only study that provides data that suggest that higher- 
income people are shopping in Buffalo is a study that was 
done for the Toronto area alone, not a study that was done 
for Niagara Falls. This study did not encompass Niagara 
Falls, did not encompass St Catharines or Welland or that 
area on the Niagara Peninsula. The study that you are re- 
ferring to was a study done for the Toronto area alone. 

I would agree with you that the people from Toronto 
who tend to go to Niagara Falls, because they are in that 
sort of echelon, that geographic area that was given to this 
committee before, sort of in the VCR-TV area where they 
would purchase items, perhaps they would go there to buy 
VCRs and higher-ticket items. But the people whom I 
have met, the people whom I have dealt with, the calls I 
get from people—I have not had any calls from people 
who are telling me that they are going down to buy fax 
machines, that they are going down to buy 40-inch colour 
television sets. People are telling me that they are buying 
milk, that they are buying cheese, that they are buying 
bread for four for a dollar. This is what people are buying. 


Not everybody is going down to buy VCRs and teley 
sets, contrary to your suggestion. ) 
To deal with social services, yes, they do take adva 
of social services, and they pay for their social ser 
These social services are not provided by the govern 
free of charge. The money comes from the taxpa 
These people are paying for their social services. 
Again, it is a double standard. Let’s be fair to e 
body. The Canadian businessman who sends his man 
turing operations overseas, that is also a loss of produ 
capital that could be applied here in Canada, and as a 
Democrat you should be aware of that and you sh 
know that and you should agree with that, as I see you 


Mr Sutherland: I am. 


Mr Adler: But let’s be fair. You are all politicians, 
are all supposed to take into account the consideratior 
all the people you serve, so let’s be fair and let’s put bi 
where blame is due, and not blame, like I say, the si 
mother of two who may want to go down to buy mil 
vegetable soup to give to her children. Let’s just be 
about the whole issue and not just take isolated cases 
say that they are going down for VCRs, they are going 
luxury items, because of conspicuous consumption 
some cases they are, but in many cases they are not. I 
just be fair about it. 


Mr Hansen: The single mother, I do not ki 
whether she is on mother’s allowance or not, but at | 
one thing we have here in Ontario, we do not hand 
food stamps, we do not make people wait for handout: 
it is quite a different living style here in Ontario. The 
vincial governments in the past and present are lookin 
a different standard of living there. 

You talk about gas prices. There is no comparison 
tween Ontario and, let’s say, New York state where t 
are toll roads. A few years ago the last toll came of 
Burlington, so when you drive from Toronto all the ' 
down to the border there are no toll roads. I do not kno\ 
any toll road in Ontario. If we are talking gasoline pi 
there is a difference in gasoline prices in those areas als 

I know you were talking about basic groceries, b 
heard at the very beginning that they were all items. 
had sin taxes on them, that these products were not esse 
products; people were buying cigarettes and liquor and the 


Mr Kwinter: They are essential to a smoker. 


Mr Hansen: Yes, that is correct. The other thing 1 
had one person call me—and I live in the Niagara Per 
sula also—who wanted to buy a gas stove. She chec 
with Consumers Gas, and they said, “Well, if you put t 
this, this and this on, we’ll hook it up, but if it doesn’t h 
these safeguards, we’re not hooking it up.” By the time. 
checked into safeguards, it was going to double the pr 
of the gas stove. So what we are doing with our regulation 
looking after her. 

I do not know where you go to see your doctor, 
Buffalo or in Toronto. You say you are a Canadian, bt 
do not know where you are shopping on that. But: 
question is, you have no indication why there is a diff 
ence in the price of that, what was it, hand lotion, that y 
bought for $3.35, which costs $10 here? I think if y 
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it to go back to the source of that other question, the 
srs that were made in Monte’s riding—was it your 
ng?—you brought that up a while ago. Can you give 
any indication why there is a difference and where 
ald you rather live? 


Mr Adler: I will deal with the last part first. Where 
1d I rather live? I have sat in on many of the hearings 
_read all the transcripts of all the witnesses and what 
y have had to say, and what all the members have had 
say, and I do not know of any witness so far who has 
n sort of personally attacked in such a way. 

I am a Canadian. I choose to live in Canada. I am a 
jnessman who is taking advantage of a free trade agree- 
nt that was implemented by our elected officials. I have 
en the advice of those people who have told me to look 
bally, I started an international company. I live here, I 
taxes here, I pay income tax, I pay corporate tax. I pay 
‘the services that I reap. I see my doctor here in Canada. 
te I said, I pay my taxes like other Canadians who 
ose to live in Canada, they too pay their taxes and it is 
ong to call them unpatriotic merely because they are 
Ing across the border to buy a pair of jeans or to buy a 
ve or whatever. It is wrong to call it unpatriotic. 

Again, let’s not have this double standard. Let’s call it 
at it is. These Canadians are going across the border for 
vival. They are going across because our federal govern- 
mt gave us a free trade agreement. It told us to expect 
ver prices and yet these lower prices did not come. Peo- 
. want value for their dollar. They want to stretch their 
ey as far as they can get it today. Why is that wrong for 
nadians to do that? You applaud a businessman for 
ing it. He is called shrewd, he is called a good business- 
n, yet when an ordinary Canadian consumer tries to do 
he is labelled unpatriotic and an accusatory finger is 
inted at him to say, “Who do you think pays for your 
cial services?” Canadians pay taxes and they accept the 
st that they have to pay taxes, but what they are telling 
2 is that their taxes are too high, they just cannot with- 
ind the tax burden they are under and that is why they 
2 just seeking tax avoidance activities, which in this case 
ppens to be shopping in Buffalo, and there are other 
ays of doing it. 

It was your party a few years ago which referred to 
porate welfare bums and these corporations do not pay 
xes. Let’s deal with what is fair and let’s not point an 
cusatory finger at the ordinary Canadian for doing what he 
's to do or she has to do to survive. Let’s just be fair again. 


| Mr B. Ward: I hope you do not interpret these ques- 
bns as personal attacks, Mr Adler. It is just trying to get 
i idea of how you are thinking. The tone of your brief to 
e was that you more or less feel cross-border shopping 1s 
art of the free enterprise system where freedom of choice 
sould be allowed, and I think you are the first one who 
4s more or less taken that tone. Every other group has 
iggested we should be doing something as a government 
| prevent cross-border shopping. 

First of all, I appreciate you taking the time to present 
our brief. I think you are a smart individual. You recog- 


zed a business opportunity and took advantage of it and 
















































we should encourage that. I am assuming that when your 
first book came out there was a lot of legwork on your part 
to get the advertisement dollars to pay for the book, to 
make it profitable. You probably wore out more than one 
pair of shoes in the process. That is something we should 
be encouraging, for young business people to take a risk in 
this province in an effort to turn a profit, because that is 
how you create wealth. So I have no problem with what 
you are doing from a business perspective. 

There is no denying that cross-border shopping is having 
a devastating economic impact on the retail sectors of our 
border towns, Windsor, Sault Ste Marie, Niagara Falls, 
Fort Erie, Cornwall, and other small towns in between. 
When you drive through those areas—and J am not saying 
you travel throughout Ontario; probably your main focus 
would be Niagara Falls, possibly Fort Erie—and you see 
the impact that it is having on those particular retail sectors 
and the stores that are being forced to close—some are 
very long-term, family-operated retail stores forced to 
close because of the lack of consumer traffic and consumer 
spending in Ontario—are you suggesting that is just part of 
the free-enterprise system and government should not be 
attempting to implement policies to prevent it or intrude in 
that free-enterprise aspect of consumer choice, and that we 
should be writing off the retail sectors of the border towns? 
Or do you think that perhaps we should be doing something 
in a policy sense so that some of that consumer dollar stays 
in Ontario? Perhaps in the future you would be developing 
a book on Canadian bargains and selling it in America. I 
just want your feelings, your points of view on that. 
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Mr Adler: I thank you very much for those comments 
and for applauding me for recognizing opportunity in the 
marketplace and taking advantage of it. 

The fact that retailers and a lot of business establish- 
ments that have been in operation for many many years, 
particularly in the Niagara frontier, which is the area of the 
province I am most familiar with, have to close their doors 
because they cannot compete with the American retailer is 
a horrible thing. I hope I did not come across as a sort of 
proponent of Thatcherism, that we just leave everything open 
to the free market and free enterprise, total laissez-faire. 

I do believe that rather than taking the suggestions of a 
lot of the groups who have appeared before this committee 
and others who have been involved in the issue—they all 
propose Band-Aid treatments. They have suggested im- 
posing a fee on Canadians heading across the border. They 
have suggested devaluing the dollar. There has been a 
plethora of what they call solutions to the problem, but 
thosé are not really solutions. They are not going to solve 
the problem of high prices, rising prices and high taxes in 
Canada. It is more, really. Canadians are avoiding high 
prices, but they are protesting at the same time. Canadians 
do not go into Toronto harbour and hop on a ship and 
throw tea overboard. We are not like that. We protest in 
silent ways, in other ways. 

Yes, the problem with our retailing sector, the problem 
that we see with shopkeepers closing—when ‘I drive to 
Buffalo, I do not just get on the Queen Elizabeth Way and 
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drive straight to Buffalo. I stop off in the Canadian com- 
munities, in the border cities on the Canadian side. I look 
around and I see the devastation and what is happening to 
a lot of these Canadian centres. It is a horrible thing. People 
who have been employed, people who have had businesses 
for years, find themselves out of work, and no future. 
These same retailers have called me. They do not blame 
me for what I have done by any means. They do not sug- 
gest what I have done is un-Canadian or wrong. Like you, 
they applaud me for my initiative. But they also tell me 
that they find they have no future in Canada because of 
government policy and the tax burden, the business envi- 
ronment they find themselves having to work in. They just 
cannot compete with American retailers on the other side. 

I suggest to you, when you draw your conclusions and 
make recommendations to the Legislature from this com- 
mittee on the issue of cross-border shopping, that sugges- 
tions are made that we do not apply Band-Aid treatments 
to this, because Canada is really in need of radical surgery. 
It does not need a tourniquet. There is a haemorrhage. I 
agree there is a haemorrhage occurring, but you cannot 
apply a Band-Aid to it. Canada needs radical surgery. You 
politicians, members of the committee, members of the 
Legislature, are all physicians. You are chosen by the people, 
you have asked for a mandate from the people, you have 
been given this mandate to perform radical surgery on 
Canada to make us more competitive, to solve the problem 
of cross-border shopping, to stop the outflow of massive 
amounts of Canadian dollars to US retailing outlets. Let’s 
perform this surgery. Canada is the patient, you people are 
the physicians. Perform the surgery, make Canada compet- 
itive because, as I say, I am an international businessman, I 
own an international company. I am just as happy to write 
a book about getting bargains in Canada. My only problem 
with that is I wish it would-be easier for me to attract 
Canadian retailers to advertise in my directory. As I said, I 
find it easy for US retailers to do so, but I would love to 
see Americans come up to Canada. I love to see Canadians 
go down to the US. It works both ways. 

People have always travelled around the world and 
brought back goods, and Canadians have gone to other 
parts of the world. We want to attract people from other 
countries, it is a good thing. We learn from other cultures, 
we learn from other societies. Let us, as I say just perform 
that surgery and make Canada competitive and relieve us 
from that oppressive tax burden. Let the Canadian retailer 
compete on a level playing field, which was promised to 
us with the free trade agreement and by the advocates of 
free trade. 


The Chair: I have three left: Mr Kwinter, Mr Phillips 
and Mr Sterling. In fairness to the next deputation, we should 
try and wrap this up within the next five minutes or so. 


Mr Kwinter: Maybe we can get some information 
that might be useful to us on the distribution of your publi- 
cation. One of the first things I would like to know is what 
does it mean by saying, “This is the official shopping and 
entertainment directory for western New York.” Official, 
like sanctioned by whom? 
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Mr Adler: Sanctioned by all those Canadians 
went out and made it a Canadian best seller. This bi 
the comprehensive shopping directory for— 


Mr Kwinter: It is not official. I am not trying) 
facetious, I just thought that maybe western New 
said, “We are going to give you the authority to pu 
thing out,” and this is the official shopping guide of w 
New York. | 

Mr Adler: No, that is not the case. 

Mr Kwinter: This is your official buying guide? 

Mr Adler: This is official, as deemed by the t 
gave to it, and that has been sanctioned by the many ¢ 
dians who have made it a Canadian best seller. Just ge 
back to the point, I did not seek the Support of any c 
bers of commerce down there. I notified them of w 
was doing, but I did not ask for any money from the 
anything of that sort. 

Mr Kwinter: No. As I say, I am not trying to be. 
tious, I just want to find out if this is being sanctione 
somebody. 

Mr Adler: No. ' 


Mr Kwinter: This is not something where orgai 
tions have said, “We want you to do this for us and 
we will consider this our official directory.” 

Mr Adler: No. 


Mr Kwinter: Okay. The other thing I would re 
like to know, the main part of the question, is do you ] 
any idea, statistically, of the distribution of the people 
thousands, or numbers, who are buying this book, 
where are they located? 


Mr Adler: I receive the statements from the var 
booksellers and distributors, just to see, for my own inte 
where the books are selling best. It varies. There are pocl 
The sales are less in the Niagara Peninsula than they 
say, from Stoney Creek east. 

There is a very simple reason for that. The people \ 
live in Niagara Falls and in Welland-St Catharines h 
been shopping for many, many years in the western I 
York area and they know, really, where to shop. They 
not need to be told where to get a coat for half price 
whatever. They know where to go; they know where 
buy their groceries. But because of the spread of cross-bot 
shopping and the trend that I recognized because it | 
moving around the horseshoe—an4d this is borne out by 
sales of the book—the book is selling much better in 
northern half of Lake Ontario and the greater Toronto a 
and in the Hamilton and Burlington area than it is, rea 
in the area of the Niagara Peninsula. The hottest sales 
coming from the greater Toronto area, in answer to y 
question, essentially. 


Mr Phillips: I am trying to salvage some useful thi 
out of this hour we have spent. I guess, first, the commit 
would reject one of your arguments, which is that this 
not as big a problem as some people think. We think it i 
big problem, and we are going to deal with it on that bas 

Second, we all know that we have a competitive proble 
SO We appreciate the advice. I guess my own last observati 
on the question is that it is difficult, as you might apprecia 
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us to accept the objectivity of your advice because you 
ye a major vested interest in the book. 


\0 
‘My question is this: Assuming for a moment, if you 
uld, that it is a big problem—an assumption which you 
not accept, but which we believe—can you give us one 
gestion on what we can be doing to help our Canadian 
ailers minimize the impact of cross-border shopping 
sr the next two or three years, beyond improving ser- 
e? 

Mr Adler: First of all, Mr Phillips, I think it is unfor- 
iate that you do not think the views of average and 
jinary Canadians are useful to this committee. I really 
d that unfortunate. The fact that I do not have an objective 
wpoint—I made it clear earlier that I am an interna- 
nal businessman whose international company provides 
ypping guides for Canadians to shop in the US, and am 
the process of preparing a shopping guide for Americans 
come shop here in Canada. Why should my objectivity 
questioned, and that of other various interest groups that 
ve appeared before this committee not be questioned? 
sain, it is very unfortunate that you attribute those motives 
me. 

To deal with your query on what I think Canadian 
ailers should be doing: As I said earlier, there are a lot of 
arketing analysts out there. You had one before you a 
ort while back, I believe, who suggested what Canadian 
ailers could do to become more competitive. I know this 
mmittee thinks it is a serious problem, a serious issue to 
dealt with. I think it is a serious issue to be dealt with; 
do many other Canadians out there. It is not fair to 
iim, with an elitist sort of attitude, that ordinary Canadi- 
s do not appreciate the fact that they have to haul down 
Buffalo to buy their tomato soup or their loaves of bread 
whatever. 

But to suggest a possible solution to this problem 
nich you perceive to be a problem for Canadian business, 
dI do agree it is a problem for them: Again, I am not a 
id expert in the area. I do not want to suggest any possible 
lutions for the Canadian retailer. There are experts out 
ere. You have had them before this committee. You have 
ked them these questions and they have made sugges- 
ms to you. 

I am not here to present solutions to the Canadian re- 
iler. It is not my area of expertise. My forte is what I 
ive provided for you today, the information I have put 
fore you. I suggest if you want possible solutions, that as 
committee—I gather that at the end of this you will 
ucus and come up with certain recommendations which 
yu will take to the Legislature and which will prove use- 
1 to the Canadian retailer. I have complete confidence in 
ur abilities as elected officials, and in your taking into 
‘count all the recommendations and submissions that 
‘ve been presented before this committee. 


Mr Sterling: Is your publication weekly or bimonthly 
' monthly or— 

Mr Adler: The title would suggest that it is annual, 
at the major revision is done yearly, and it is updated 

















every few months as I accumulate more coupons and ad- 
vertising to offer to Canadians. 

Mr Sterling: So you offer advertising, etc, and that is 
one of the major sources of revenue for you? 

Mr Adler: Right. 


Mr Sterling: I understand that if I wanted to start 
Toronto Bargains as an opposing magazine, if I wanted to 
promote Toronto stores, there would be a major difference 
in what the retailers would have to pay for their advertising. 
Is it correct that if an American store, for instance, advertises 
in your paper and they pay $100 for an ad, they do not have 
to pay GST? 

Mr Adler: That is correct. 


Mr Sterling: But if I put out Toronto Bargains Directory 
and the retailer took out an ad for $100, he would have to 
pay $107, is that correct? 

Mr Adler: That is correct. 

Mr Sterling: Do you think that is fair? 

Mr Adler: No, I do not. 


Mr Sterling: So therefore you would suggest that this 
committee, assuming we are going to maintain the GST, 
recommend in our report that we tax American advertising 
where the major distribution is here in Canada? 

Mr Adler: For American retailers to take out an ad in 
a book such as mine? 


Mr Sterling: Yes. 


Mr Adler: The suggestions that your committee 
makes are entirely up to you; I do not offer any possible 
suggestions that you can make to the Legislature. But as 
elected politicians, you have a responsibility to your elec- 
torate and to the people who have sent you here. How you 
set up the tax structure and payment and that sort of fee 
structure is entirely up to you. 

Mr Sterling: But you would not consider it unfair if 
we taxed your publication 7% of the advertising revenue 
that you got from American sources? 

Mr Adler: I work within the rules of the game, and if 
you people establish a rule that I have to remit taxes— 


Mr Sterling: Okay. Thank you very much. 


The Chair: Thank you, Mr Adler, for coming to the 
committee today. 


CANADIAN SHOE RETAILERS’ ASSOCIATION 


The Chair: Our next presentation is by the Canadian 
Shoe Retailers’ Association, Sharon Maloney, president. 

Ms Maloney: Good morning, Mr Chairman and 
members of this committee. My name is Sharon Maloney. 
I am the president of the Canadian Shoe Retailers’ Associa- 
tion. In that capacity, I am responsible for the overall oper- 
ations of the association, including liaising with members 
of the footwear retail industry and representatives of all 
other sectors of the industry. 

A significant portion of my responsibilities includes 
tracking general retail trends, speaking with members of 
the public about issues of concern to the industry, and 
dialoguing with footwear retailers on a variety of subjects 
which impact their businesses. 
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The Canadian Shoe Retailers’ Association is a national 
trade association of the footwear retail industry. Our mem- 
bership represents a national retail sales volume of $183 
million. Members are predominantly footwear-specific, 
and include family shoe chains, specialty chains, and 
owner-operated independent businesses. The majority of 


our membership trades in the women’s footwear segment, . 


which includes dress, casual, comfort, athletic and fashion. 
The Canadian Shoe Retailers’ Association does not represent 
discounters, large department stores or athletic shoe stores. 
The largest portion of our members is located in Ontario, 
followed by western Canada and the Atlantic provinces. 

The goal of the Canadian Shoe Retailers’ Association 
is to promote the interests of the footwear industry and the 
Canadian consumer. Footwear in Canada has been subject 
to quota and anti-dumping duties for over 20 years. Foot- 
wear retailers have operated for less than two years in an 
environment where supply of product was not artificially 
controlled. The effect of quota on the retail trade has been 
dramatic. Those retailers who had quota were restricted in 
the amount of imported product they could provide for 
their customers. Those retailers who did not have quota, 
most often independents, were generally unable to obtain 
any, and were thereby severely disadvantaged in providing 
the type and range of footwear which their customers de- 
manded. Moreover, the independent retailer was forced to 
compete against large chains and department stores for 
supply of domestic product. The regime thereby lessened 
competition for those participants already in the trade and 
effectively barred new entrants who could see no future if 
they were not able to obtain quota. 

Market share by independent retailers consistently 
dropped from the initiation of the quota regime in 1978 to 
its removal in 1988. The quota regime also hurt retail trade 
in that Canadian consumers were forced to pay more for 
less choice and variety. As pointed out in the submission of 
the director of investigation and research under the then 
Combines Investigation Act, holders of quota were reluc- 
tant to use it to acquire cheaper types of footwear. This 
resulted in more expensive types of footwear being im- 
ported so as to properly utilize quota allocation. Scarcity of 
imported product also inflated the prices of footwear. 
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The quota regime was dismantled in 1988, and by 
1989, a dumping complaint was filed before the Canadian 
International Trade Tribunal against Brazil, China, Yugo- 
Slavia, Poland, Taiwan and Romania. Despite submissions 
from the retail community that the imposition of dumping 
duties would hurt consumers and therefore retailers and 
would force consumers to look elsewhere for their foot- 
wear, the CITT found in favour of the complainant. The 
result was the imposition of dumping duties ranging from 
25% to 90%, depending on the subject country and product. 

The advent of this finding posed immediate and dra- 
matic problems for the footwear retail community and did 
little to sustain the existence of domestic suppliers other 
than to increase prices. Footwear retailers who had had a 
quota regime for over 20 years and who were just beginning 
to emerge into a more competitive environment were im- 
mediately stymied by this decision. They were presented 





with four immediate problems: (1) increases in foot 
prices from sources upon which they relied; (2) additi 
administrative costs in locating new sources, both w 
and without the countries faced with dump charges; 
unwillingness of traditional sources to deal with the h 
aches and costs created by the new regime; and (4) fi 
and immediate differentials in price and product selec 
vis-a-vis their American counterparts. 

All sectors of the industry were impacted by this, 
least able to respond and the most vulnerable were ij 
pendent retailers who did not have the buying clout to 
direct or get the attention of major Canadian importers. 

For over 25 years, footwear retailers have not had 
ability to compete because of market intervention base 
the rationale that it will protect Canadian suppliers. In 
meantime, Canadian suppliers, especially in women’s ca 
footwear, are virtually non-existent and consumers are vo 
with their feet and shopping in the USA. 

CSRA does not know how frequently footwea 
brought across the border. Footwear is a commodity wl 
is easily—and, we believe, frequently— transported. 
do know: 

1. Canadian footwear has a tariff of 22%; Ameri 
footwear has a tariff of 10%. 

2. Dumping duties are not enforced at the border a 
is virtually impossible to identify where the footwea 
made, what factory it is from, and therefore what duty 1 
subject to. 

3. The free trade agreement is not a significant facto 
that only 80% of the American footwear market is doi 
nated by domestic product. That being said, there are so 
American high-end producers in men’s and ladies’ fc 
wear that have made significant inroads in the Canad 
marketplace. 

4. There are few, if any, low-end producers of Canad 
casual footwear that can distinguish themselves vis-a- 
American products, be they imported or otherwise. 

5. There are Canadian domestic producers of high-e 
and mid-priced ladies’ shoes and boots that have bre 
recognition and can distinguish themselves in both the Ca 
dian and American marketplaces. This, though, is a narr 
field which may be further diminished because of higl 
Operating costs in Canada and lack of operational and cc 
sumer trend information for Canadian independent fo 
wear retailers. 

The following is a list of suggested actions: 

1. The elimination of tariffs protecting those commodit 
in the footwear sector where there is nominal, if any, cot 
petition with Canadian producers—for example, athle 
footwear. 

2. The reduction to comparable American levels of tari 
in all other footwear sectors. 

3. The review of the CITT decision as it relates to t 
impact on domestic suppliers, retailers and, more importal 
consumers. 

4. Immediate implementation of collection of province 
sales tax at the border. Our communities can no long 
afford to be caught in a battle of wills between the provinel 
and federal governments. We need action and we need it no 
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6. The utilization of the existing requirement of an eco- 
mic impact study in the province of Ontario upon the 
plementation of any provincial program which increases 
2 regulatory burden on small businesses or consumers. 

7. The finalization of any agreements between the 
rited States, the federal and provincial governments 
ior to the implementation of border projects such as the 
ace Arch Customs Entry program. We understand that 
> PACE program was introduced prior to the sister pro- 
am in the United States being implemented. Likewise, 
e PACE program was introduced prior to agreements 
ing reached with the border states for collection of pro- 
ncial sales tax in those jurisdictions. 

8. The creation and implementation of a Shop Ontario 
Shop Canada program which addresses our pluses 
ther than our minuses. Competition does not mean that 
2 have to be the same. It does mean that we have to offer 
e Canadian customers perceived value for their hard- 
med and diminishing dollars. 
We must emphasize and deliver good service, good return 
jlicies, personalized service and better guarantees. This pro- 
am must also emphasize that we are price-competitive 
hen these items are brought into the equation, and also on a 
raight exchange basis, on a variety of commodities. 
9. The recognition of every Canadian, including politi- 
ans, bureaucrats, retailers, consumers and workers, that 
e are all part of this problem. The issues we are facing go 
the very heart of how this country has operated for over 
) years. We cannot hope to sustain the standard of living 
e have enjoyed, let alone the political will to act as a 
ation, if we continue to erode the tax base, increase the 
arden on those already paying and operate as if our indi- 
idual decisions do not have an effect on the overall ability 
four community to be competitive. 
10. The Premier’s Council for economic renewal 
n0uld be seized with the responsibility of addressing the 
mpetitiveness of the province, with specific attention 
eing paid to the issue of cross-border shopping. 
11. The creation of a committee of provincial and federal 
linistries which are responsible for the issues impacting 
n cross-border shopping, including Revenue, Finance, the 
finistry of Industry, Trade and Technology, and Industry, 
cience and Technology Canada. We cannot afford reactive 
heasures such as the PACE program. What is required is 
roper strategic planning and co-ordination coming from 
ae highest levels of our bureaucracies. To complement 
tis initiative and/or form part of it, a similar committee 
hould be composed, consisting of all three levels of govern- 
aent—federal, provincial and municipal—big business, 
abour and small business. | 

12. The provincial government should participate in 
ne proposed expansion of the study, commissioned by 
STC and conducted by Ernst and Young, on the competi- 
iveness of the retail sector. The first study is limited in 
ature, comparing a small number of commodities and not 
ddressing issues such as taxation and regulatory burdens. 
The current situation, especially for border communities, 
teeds immediate action. Concrete steps must be taken to 
tem the tide of cross-border shopping. That being said, 
here are deep and substantive problems in our current 
















economic structure and process which must be addressed. 
In our view, the phenomenon of cross-border shopping is a 
reflection of a deeper malaise existing in the Canadian 
economy, that being a lack of competitiveness. 

Canadian taxpayers/consumers are rightfully in the 
driver’s seat on this issue. This trend can only be reversed 
by offering good value for money received. This equation 
must be operative, not just for the retail sector but for 
government as well. We urge you to recognize and accept 
the primacy of this statement and to act accordingly. 

Mr Sterling: I would like to thank you, Ms Maloney. 
I think that is one of the most impressive briefs we have 
had presented to this committee, in terms of representing 
an interest, but also, in my view, in terms of looking at it in 
a realistic manner and presenting arguments which cover 
not only your sector but also many sectors. 

Ms Maloney: Thank you. 


Mr Sterling: I have a couple of brief questions. One 
is, I do not know what PACE is. What is it? 

Ms Maloney: PACE is a program that the federal gov- 
ernment introduced in Vancouver, the fast-paced program 
for crossing at the border in Vancouver. 

Mr Sterling: Oh, I see. 

Mr Kwinter: The express line. 

Ms Maloney: The express line. That is right. 


Mr Sterling: Okay. I just did not know what PACE 
meant. 


The Chair: What acronym they were using. 


Mr Sterling: Yes. 

One of the suggestions that has been made by other 
groups deals with the collection of provincial sales tax and 
the ease with which that sales tax is collected. One of the 
suggestions, or one of the attractive options, is to harmonize 
the PST and the GST. Some of the footwear now is exempt 
from PST in Ontario. If there were a harmonization and 
that tax were put on—I am not even sure which shoes are 
exempt. 

Ms Maloney: It is very small. It is only $30 in Ontario. 

Mr Sterling: Under $30. 

Ms Maloney: Yes. 

Mr Sterling: It is not the first $30, but it is under $30? 


Ms Maloney: Under $30 it is tax-exempt, and thereat- 
ter it is subject to tax. 

Mr Sterling: Would that have a significant effect on 
sales if there were harmonization? 
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Ms Maloney: In my view, it would not. However, | 
recognize the problem in terms of the collection of taxes 
without harmonization. I think if harmonization were to be 
introduced, it would be introduced with the recognition 
that there should be an overall decrease in the combined 
tax, rather than combining the taxes and getting rid of all 
of the exemptions. I think it would be far more palatable, 
certainly, to our membership as well as to consumers, if it 
were addressed that way. 


F-676 





Mr Sterling: I do not know what the figures are on it, 
but I would expect that if harmonization took place and 
they added—I think there are two or three or four exemp- 
tions that were raised by the Minister of Revenue when 
She was here—you would not even really make up a point, 
though. I do not know if that is possible or not. 


Mr Kwinter: I want to congratulate you on your 
presentation. 

I think it is the first presentation we have had that 
really crystallizes the problem we are dealing with. It is 
quite interesting. We have an association arguing that Ca- 
nadian manufacturers should not be protected as well as 
they are and that we should be allowing more imported 
goods to come into the country so we can compete. This, 
as I say, is a rather strange kind of presentation when we 
are looking at how we can protect our Canadian jobs and 
Canadian manufacturers. That is the problem. It is a real- 
ization that China, Yugoslavia, Brazil, Poland, Taiwan and 
Romania at least are producing shoes much more cheaply 
than we possibly can. Why are we denying our consumers 
the opportunity of buying these at the best prices for the 
sheer sake of protecting our Canadian manufacturers? 

Ms Maloney: Ina nutshell, yes. 


Mr Kwinter: That, in a nutshell, is what it is. Here we 
are trying to do just the reverse. We are saying we cannot 
have these imported goods coming in. They are not being 
imported, but they are being carried by Canadian consumers 
walking across the border and importing them individually 
and we are saying this is not a good thing. 


Ms Maloney: I think part of the difficulty has been, 
and it is not just in our sector, if you look at the sectors 
including footwear and apparel, which are more fashion- 
driven sectors, we have always worked on the assumption 
that we should be protecting our domestic suppliers. In our 
view, it is not that we do not want a domestic base here; 
we very much do want a domestic base and in fact I think 
it is one of the ways of addressing this problem. It is how 
you arrive at affording that protection. In our view, what 
steps have been taken are negative and really have not 
enhanced the opportunity and the ability to compete. 

But I think it has been crystallized very Clearly right 
now because Canadian consumers, and particularly 
women consumers, have been paying for this for 20 years 
and they have paid for it because they did not have any 
alternative. It is very clear to them now that they do have 
alternatives and they are operating on that assumption and 
exercising their right to find that alternative. 

I do not believe we can stem that tide by making it 
more difficult for them to do that or by trying to protect a 
sector of the industry which, for whatever reasons, has not 
been able to address those marketing needs. That is not the 
way to find a solution to the problem. 

Mr Kwinter: If I can just carry on for one more minute, 
what we have is a situation where in virtually every one of 
these cases we have low-wage countries turning out shoes 
in what is really a handicraft operation. 

Ms Maloney: That is right. 

Mr Kwinter: We are saying we should take advantage 
of that opportunity and forget about our industry because 
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we have labourers who demand too much money for ( 
those kinds of jobs where they can be done a lot 
cheaply somewhere else. 


Ms Maloney: It depends on the sector you are de; 
with, too, in terms of the domestic suppliers. Where 
greatest gap has been created, really, is in women’s cz 
Shoes. We do have a healthy industry as far as boot: 
concerned and a very competitive industry, a tremendo 
competitive industry—well made, well designed. 1 
have tremendous standards in terms of the product 
produce and it is a more labour-intensive type of pro 
as well, whereas ladies’ footwear is not. | really do 
believe, in the nature of the economy and the standar 
living we have in this country, that we are ever going t 
able to produce a shoe as cheaply and as well as, Say, 
Brazilians, the Chinese or the Taiwanese produce a sho 

Again, it depends on the type of footwear you are tal] 
about and that is another part of the problem. A lot of 
legislation, especially the dumping legislation and 
quota legislation, may be sufficient when you are dea 
with ball bearings, but it is not sufficient when you 
dealing with commodities as subject to subjective ass 
ment as footwear is and clothing is. You cannot parcel 
those countries and their ability to compete and their ab 
to be fashion-driven from the Canadian marketplace. Cz 
dian consumers can see just by turning on their televisi 
what is available to them all over the world. If they car 
find it in their stores here, they will find it somewhere e 
They are not going to buy it here just because they hav 
have it. They are going to wait and find it somewhere el 

Mr Sutherland: If I could just ask one question 
clarification. I have not been familiar with your organizati 
You say that members are predominantly family shoe cha 
Speciality chains, owner-operated. Are we talking ab 
names like Naturalizer, Julia, Agnew, those types of stor 


Ms Maloney: That is right; all of those. The only peo 
we do not include in our membership are departm 
Stores and very large discounters. 


Mr Sutherland: Right. And there would be gc 
odds that the owner of the shoe store in my small towr 
likely a member too? 


Ms Maloney: That is right. Yes. In fact, our ct 
membership for what I would call the true independe 
which is a single store, is located outside Toronto or o 
side the main centres and generally located in many of t 
communities we are taking about, smaller communit 
closer to the border where there has been a tradition 
people supporting their local businesses. 


Mr Sutherland: In the action plan, you talked 
number 8 about what competition means and that we. 
not have to be the same. But you go on to say, “It does me 
that we have to offer the Canadian customers perceiv 
value for their hard-earned and diminishing dollars.” I fit 
it interesting that you used the word “perceived” becau 
of the past presentation and some of the issues in terms 
perception of what is real value across the border and wh 
is not, whether it is the examples that Mr Hansen ust 
about gas stoves or even shoe wear. I was wondering, « 
you feel that there is some problem with perception 0 
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re, that people do not feel that Canadian shoes are of 
\d value or that they are getting good value here, or are 
y just perceived to be of better value in the US? 


Ms Maloney: Yes, I do. I think there are problems. I 
1k that as an industry, especially in this type of com- 
dity and in the apparel industry—and you are talking 
ut the largest segment, which again is the ladies’ sector— 
‘whatever reasons, I do not believe we have enhanced 
- image as well as we could as retailers. There are a lot 
reasons for that. I think within the local communities, 
tainly with a large portion of our membership, they are 
being impacted to the same extent in some communities 
in others because they have been able to maintain that 
ationship. 

When you get into the larger communities and especially 
en you get into the border communities, it becomes 
re difficult, especially when you look at the fact that if 
u are a Canadian independent and you are buying brand 
stwear and you have been using that to enhance your 
age with your customers, and they look across the bor- 
rand see a $60 difference, you run into a real problem 
re because you are not distinguishing yourself any more 
ym your American counterpart, especially if what you 
re basing your distinguishing factors on was a particular 
yduct which is much cheaper there. 

It is a combination of having a diversity of product that 
somewhat different from what is being offered south of 
> border as well as having people perceive that when 
sy pay X dollars, the product they get is going to give 
2m some longevity, that there are guarantees in place and 
at they are going to be treated properly when they go 
ck into the store and so on and so forth. 

40 
Mr B. Ward: I will be brief. I appreciate your taking 
e time to give us this presentation. I think this picture 
uld be taken two ways. The federal government probably, 
rough the briefs from the organizations of shoe manufac- 
rers, could have said that there would not have been an 
nployee in the shoe manufacturing industry without the 
imping duties. That could have been their argument. Iam 
yt here to debate that. 

Ms Maloney: There are always two sides to every issue. 
might say, though, that there are only about 6,000— 


Mr B. Ward: Without a job, they could not afford to 
irchase a pair of shoes. 


Ms Maloney: I agree with you, but I must say there 
e only 6,000 people in the supply side of the footwear 
idustry. 

Mr B. Ward: That was not my question, Mr Chairman. 
hat was a comment. I am not saying what the federal 
overnment did was right or wrong. I would like to focus 
n the suggestion that the PST be collected at the border. 

It is my understanding that your organization has no 
toblem with the PST being expanded to all shoes. I 
jought I heard you say there are currently some exemp- 
ons and you felt it would not add that much to the cost if 
1e PST were expanded into the areas that are currently 
eing exempted. 








Ms Maloney: With a very important caveat, which 
was that there be an overall reduction in the combined 
retail sales tax and GST. 


Mr B. Ward: Yes. Is your focus—because I would 
not want to suggest that the PST be expanded into areas of 
exemption if the GST is a temporary tax and will be modi- 
fied in the future, depending on the will of the Canadian 
electorate—that this committee should be making recom- 
mendations to the government to explore all avenues of 
how the PST can be collected at the border, of which har- 
monization of tax.would be just one? 


Ms Maloney: Certainly. 


Mr B. Ward: Because we would not want to enter 
into areas of exemption of the PST—I do not think that is 
what you are saying—unless the harmonization aspect is 
one. But you would not necessarily agree that the PST 
should be extended to the exemption areas; the prime 
focus is that the PST should be collected at the border and 
all avenues of how it is collected should be explored. 


Ms Maloney: Absolutely. We are not saying the only 
avenue is harmonization. What we are saying is, we do 
understand some of the difficulties, given the fact that we 
are talking about a national program with the GST, and if 
you do have harmonization, you are most probably look- 
ing at harmonization for 10 different jurisdictions. So we 
understand that there can be difficulties because every juris- 
diction has different exemptions. That being said, we are also 
of the view that there is the capacity to implement collection 
of the PST with exemptions, not having to go through a 
complete rationalization or harmonization of the program. 


Mr B. Ward: Are you suggesting that should be ex- 
plored very strenuously, to collect the PST at the border? 

Ms Maloney: That is right. 

Mr B. Ward: Okay. I wanted to make sure that was 
clear in my mind. 

Mr Sterling: This is sort of a supplementary coming 
out of some of the other questions, and you partially an- 
swered it when you were responding to Mr Ward. You 
mentioned that there were about 6,000 people in the supply 
side of the shoe industry, and I had a brief discussion with 
one of my colleagues, Mr Kwinter here. We were talking 
about Thomas Bata, who is a native Ontarian and the largest 
shoe manufacturer in the world, and why we cannot compete 
when we have the entrepreneur of all entrepreneurs within 
our own province. 

I guess the problem relates to the high labour content 
associated with shoe making; it can only be automated to a 
certain level. So I guess the extension of the argument is 
that we do not want those jobs in the bottom line because 
if they are high labour content we are never going to be able 
to justify a high hourly wage for the people in those jobs. 

If we took your brief and said, “Okay, we agree with 
everything you have put forward,” so that the marginal 
manufacturers would drop off, what would it go to, in your 
estimation, from 6,000 people on the supply side? 


Ms Maloney: Down to? 
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Mr Sterling: Yes. You talked about the boot industry 
being very strong and being able to compete. They have 
found a niche in the market. 


Ms Maloney: I very much think it would not be that 
dramatic, because the figures I am quoting were made 
available to us at the time of the dumping complaint. I hate 
to take figures out of a hat but I think you might be looking at 
a 25% drop in employees, because what is emerging is 
that, as the stronger suppliers are becoming more aggressive 
and going into the United States and being more focused 
in what it is they are producing, they are in fact expanding. 
They are picking up some of the smaller organizations that 
have failed and expanding their base and their ability to 
compete by doing that. 

So what is occurring is a rationalization within the supply 
industry to be competitive in this—I hate to use the word— 
global environment that we are operating in. 


Mr Sterling: One other brief question, if I can. I have 
been reading some articles on competitiveness in the 
Globe and Mail this week, in the business section. Some of 
them are pretty good. One of them relates to the levels of 
distribution. Are there too many levels of distribution in 
your industry? 


Ms Maloney: It is interesting. If you compare the Ca- 
nadian marketplace with the American marketplace, I 
think one of the most staggering items to me is that the 
Shoe industry is considered among the top five major in- 
dustries in the United States, whereas you cannot Say that 
in Canada. 

In the United States, certainly because of the size of the 
market they have, there are a number of very, very large 
retailers who are able to source directly from offshore 
manufacturers as well as domestic manufacturers. There- 
fore there is a relatively smaller wholesale industry in the 
United States, whereas in Canada we do have, not a large 
import or wholesale community, in terms of numbers, but 
a stronger wholesale community operating here, which of 
course adds to the cost. 

There is always the possibility that American exporters 
could come into the Canadian market and pass on to inde- 
pendents the economies of scale in their purchasing power 
when they purchase offshore. Their suppliers are not inter- 
ested in the Canadian marketplace. They are interested in 
the American marketplace and we are secondary. We are 
fitted in as is necessary. 

With the intrusion of dumping duties, those exporters 
find it really quite difficult to come into the Canadian market. 
They do not want to have to deal with the issues and the 
problems that they are faced with at the Canadian border. 
So there is an opportunity which could be made available 
to Canadian retailers but which they really cannot take 
advantage of because of the dumping duty regime that is in 
place. 


Mr Sterling: I am sorry; another question has sprung 
to mind. If I import a pair of shoes into Canada from the 
United States, what is the duty now? 

Ms Maloney: It depends. If you are bringing in a shoe 
that is— 


Mr Sterling: It was made in the United States. 
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Ms Maloney: If it meets the requirements of ) 
there is a graduating diminishment of the tariff. I an 
sure what rate it is at now, but it diminishes, so you ari 
Subject to the tariff. But what has happened, interestj 
enough, is that a number of American producers maki 
main body of the shoe, the upper, and they make it doy 
tically in the United States; then they may take that ; 
and ship it to Mexico to have stitching done on it. Imn 
ately the opinion is formed at our border, “This no lo 
qualifies as being an American product and therefore sul 
to the diminishment of tariffs,” and retailers are immedi 
hit with severe dump charges or increased tariff on 
product. 

So the problem with the footwear industry, much 
the apparel industry, is that it is not something where 
complete product is made in one region or part of a reg 
Different parts may be made all over the world and 
cannot stop that kind of migration of product. 
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Mr Sterling: Of the 6,000 jobs, how many are 
Ontario? 


Ms Maloney: I would say probably half, a little bit 
than half. It is really split between Quebec and Ontario. 


Mr Sutherland: I want to come back to the issue 
retailing, because we have heard several presenters | 
about the reasons people are going across, that they do 
get as good service or the staff are not as knowledgeabl 
was wondering if you could give us some indication of 
amount of money that is spent on training staff, on mak 
sure they are knowledgeable, and on customer relati 
and customer service, and then maybe a little more 
terms of what support you provide in terms of retail 
incentives and initiatives. 


Ms Maloney: Let me start with the latter part of y 
question first. We do provide training. We are in fact 
only group that has a product knowledge program availa 
to footwear retailers. As well, we provide a sales traini 
program, which we have been able to secure from | 
United States, as a matter of fact, for distribution to 
members. 

The first part of your question is difficult. In my vic 
there is not sufficient training happening. 


Mr Sutherland: If I could just ask, the prodt 
knowledge thing, is that solely for the managers of t 
Stores or is that for salespeople as well? 


Ms Maloney: No, it is for everybody. In my estimatic 
there is not sufficient training going on in these industri 
and I think there is a variety of reasons. For example, \ 
do not in this country, let alone in this province, ha 
access to what I would describe as good, solid consum 
trend information. We used to have that. Unfortunately, tl 
federal agency that was running it decided it was no long 
appropriate, for a variety of reasons. I Suppose one of tl 
reasons was that it was not being embraced as quickly 
they would have liked. The result is that large segments 
our community are not obtaining Canadian consumer trer 
information. That is significant, because if you are goir 
to market yourself you should know what the trends are. 


) 
| 
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Second, there is no operational survey of the Canadian 
twear industry. We are in the process of trying to create 
a survey so that people can compare what their margins 
and their operating costs and so on and so forth. 

Third, there is not really too much opportunity for 
e people to take advantage of training because usually 
y are sole operators and there may be one or two people 
the stores, so they are very reluctant to go to a seminar. 
hat they need really are programs, either audiovisual or 
ople who come into their stores, to give them training. I 
programs which were made to address the particular 
eds of that community would certainly be very well re- 
ived and would be very successful and helpful, because | 
ink there are skills in selling and customer service that 
ve been neglected. 

Mr Sutherland: If I may just ask—and you may not 
: the appropriate person, but I am sure you deal with 
er sections of retailing—about the comment you made 
out consumer trend information; and I believe you are 
first one to make that comment. From your relations 
ith these other organizations, what would your sense be 
* how that fits retailing in general; do retailers in general 
em to have enough consumer trend information, or 
tickly enough, to respond? 

Ms Maloney: No, in my view they do not. I think 
ey are not trained sufficiently even to do their own sur- 
ying. I have to commend MITT on the strategy report it 
epared and made available to retailers. That kind of in- 
mation, with the skills it provided to people so that they 





could actually read it and take some steps, was very, very 
positive, because generally that information is not avail- 
able, certainly, to the independent community. The larger 
operators, larger retailers have access to that information, 
but generally it is not available. There is very little con- 
sumer trend information. As far as I know, there has never 
been a focus group. In fact, we are probably going to be 
the first organization that does a focus group on footwear 
and why people buy footwear. Generally that information 
is just not available. 

Ms M. Ward: You represent small independent retailers. 
On the other side of the border— 

The Chair: Excuse me, we have a 5-minute bell for a 
vote in the House. 

Can you ask your question very quickly? 

Ms M. Ward: How do they compare? Are those large 
department stores that people are going to shop at as op- 
posed to small retailers on the other side? 

Ms Maloney: Yes. In fact, there are real differences in 
the product that they are selling as well. In most cases, I do 
not think the product is as high-quality as is being sold in 
the border communities, but they are traditionally from 
larger stores and malls as opposed to sole operators on 
street locations. 

The Chair: This is called abruptly. We have to go to 
the House for a vote. Thank you for your presentation. It is 
very helpful. 

The committee recessed at 1156. 
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The committee resumed at 1540. 


The Chair: As we begin this afternoon’s proceedings, 
we do not have any members from the Liberal Party, but I 
am sure they will show up. We do have a quorum. 


LIQUOR CONTROL BOARD OF ONTARIO 


The Chair: I would like to begin the afternoon with 
the Liquor Control Board of Ontario, Andy Brandt, chair- 
man and chief executive officer. Welcome, Mr Brandt. I 
have a hint that you might understand how this works. 


Mr Brandt: Thank you very much, Mr Chairman. I 
know if I have any difficulties procedurally, you are there 
to help me every step of the way. I want you to know that I 
am delighted to be here and be back in a place that I called 
home for a great many years. So I am looking forward to 
having an opportunity to address the committee. 

Is it appropriate that I begin at this time? I am extending 
my hand, looking for some assistance at this early point. If 
you would like me to begin, I can so do. 


The Chair: Yes, I would like you to begin. We are 
just going to turn down the House monitor so that we do 
not have any distractions. 


Mr Brandt: I have never allowed legislative debates 
to interfere with my line of thought in the past. I do not 
know why it should happen now. 


The Chair: Perhaps some of the members in the gallery 
have not trained their thought processes as diligently as 
you have. 


Mr Brandt: If I might, with the permission of the 
Chairman and the committee, I would like to introduce 
some members of the LCBO staff who are here with me as 
well. Cheryl Parry, who is the executive assistant to my 
office and as well serves in the capacity of secretary to the 
board of directors of the LCBO; Mark Synnott, vice-presi- 
dent of finance and administration; Rob Dutton, who is 
director of economic policy and planning and works di- 
rectly with Mr Synnott’s staff. Chris Layton, who is with our 
press and media department at the LCBO, is with us as well. 

With just a couple of brief opening remarks I would 
like to get into my presentation, and certainly will leave 
more than adequate time for all the members of the com- 
mittee to address any questions they wish, either to myself 
or to members of the staff. 

I am delighted to have the opportunity to address what 
is an extremely important and critical economic issue for 
the people of this province. I will not be dealing with the 
issue in a global sense—although all of us, I know, have 
views on it—but more specifically the impact of cross-border 
shopping on the liquor control board, and by extension, on 
the province of Ontario. 

It is an issue that is a very personal one in many re- 
Spects to me, as it is to many members of this committee, 

because I come from a border community. I have eyewitness 
accounts really of the impact of cross-border shopping vir- 
tually every time I go back home. So it is a problem that 
has impacted very severely on my community, on most 


border communities throughout the province and certa 
even, by extension, inland communities. 

If I might set the stage and give you some statisti 
will not bore you with a lot of them. But in 1986, 
average, 1.7 cents of every consumer dollar or every do 
of household spending was spent on beverage alcoho 
the type that is sold by the liquor control board, either. 
store or at a licensed outlet, a hotel, a restaurant or a le 
appropriately licensed outlet that sells alcoholic beveras 
What that 1.7 cents out of every dollar translates intc 
terms of impact on the province is a total revenue of 
billion, of which in the range of a third, or specifica 
some $650 million, is transferred to the Treasury of 
province of Ontario. 

Now, let me put that in some perspective for the memt 
of the Legislature, many of whom I know are new to 
provincial Legislature. The $650 million is in excess of 
total transfer of revenue from all of the lottery funding 
total, which is something in the range of about $500 milli 
So it is considerably below what the LCBO transfers, an 
think if you take a look at other items in the budget | 
land transfer taxes, you will see that the $650 million 
again a figure that is well in excess of some other v 
substantial revenue items and ones of great importance 
Mr Laughren, the Treasurer of Ontario. 

Now I know that a number of other organizations ha 
appeared to give this committee some indication of { 
rather critical and devastating effects of cross-border shc 
ping on their business or their specific area of activity. T 
message I have is somewhat different from the standpo 
of the analysis we have taken at the liquor control board. 

The impact of cross-border shopping on the LCBO k 
not been nearly as great as it has on other retailers, anc 
would like to point out during the course of my remati 
why that is so. Beverage alcohol sales generally have be 
declining, going down over the past couple of years, fot 
variety of reasons. Some of those reasons include changi 
social attitudes among the people of this province, many 
whom are turning away from distilled Spirits to light 
alcohol products, or are reforming entirely and not usii 
alcohol products of any kind. Drinking and driving me 
sures that have been introduced by the province of Ontar 
today and over the course of the past number of years hai 
persuaded people not to indulge in alcohol beverages whe 
they are driving, and price also is a factor. The price | 
alcoholic beverages in this province and general 
throughout Canada is relatively high compared with th 
competition south of the border. 

Now overall, that decline, for a number of reasons- 
and perhaps more recently we could throw in the curret 
recession that we are experiencing in the province—hé 
resulted last year in a net decline of sales of some 3%. It: 
an important figure because I want to pick up the impa 
on cross-border shopping in just a moment. 

Three per cent is the global number, the total of lo: 
revenue to the province for a series of reasons. We can a 
make certain guesses as to what those reasons might be 
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J have given you some for your consideration. How- 
r, in border communities, and we have analysed the 
der communities in a very specific and detailed way to 
to determine what the impact of cross-border shopping 
it the moment, we find that decline to be only slightly 
her at 4%. 

So to put the figures into perspective again, Mr Chair- 
n, 3% across the province and 4%, somewhat more 
snse and a more rapid decline, in border communities. 
We are finding, however, that in those same border 
nmunities there are again a series of problems that are 
ising a difficulty with respect to those communities. As 
example, the recent shutdowns in Windsor have im- 
‘ted very directly on the economy of that community. 
2 Algoma situation in Sault Ste Marie, another border 
nmunity, is the same kind of thing. There were closings 
Fiberglas and Holmes Foundry in my own community, 
iin an economic downturn in a border community. And 
you look at the border communities there seems to be, 
de from cross-border shopping, a more sharp decline in 
momic activity than in some of the inland communities. 
now you can get into trouble with generalizations, but 
t seems to be one of the things that came out as a result 
our study. 

To provide a little perspective on how large border 
nmunities are in terms of the study that we took, the 
ss-border shopping area, which is the catchment area 
sest in to the US border, represents about 10% of all of 
r stores. There are 622 LCBO stores in Ontario, so for 
rposes of coming to a number with respect to the border 
erations, they would number something in the range of 
out 60 stores. They also account for about seven and a 
per cent of the gross sales of that $2 billion I men- 
ned earlier that is marketed by the Liquor Control Board 
Ontario. 

50 

Now, why are we here? I mean, if our problem is a 1% 
blem effectively, you have looked at our sales, they are 

n slightly, what is the purpose in the LCBO coming to 
ke a presentation to you—and I assure you, it is not to 
iste your time, sir. 

What we are finding is that there is an accelerated loss 
ting to set in. In many of the communities where the 
assent numbers are not critical or devastating, there ap- 
ars to be a trend line which, if projected outward to 
91-92, 1992-93, would seem to point to a continuing 
ysion of sales in some of these communities that are 
eady being minimally impacted and will appear to be 
pacted in a much more major way in the not-too-distant 
ture. 

For example, in the Niagara region five years ago sales 
sre growing at a rate of about 4.5% over the previous 
ar. That was compounded and that growth was fairly 
edictable on a year-to-year basis. If you compare that 
th 1990-91, the sales in that same Niagara region have 
clined by some 5%. That is not in conflict with the other 
mbers that I mentioned, the 3% across the province, 4% 
rder communities. This community is a little more heavily 
t, in that the decline there is 5%, and that could be attrib- 
able, certainly attributable in part, to cross-border shopping. 


















But I think it is attributable as well to the fact that there is 
rather intense advertising going on out of New York state, 
which is flooding that geographic area in a much more 
competitive way than perhaps other parts of the province. 

However, in the Niagara region, this is the third con- 
secutive year that we have witnessed a decline in sales in 
that particular market. In my own area, the Windsor-Sarnia 
area, a similar situation has occurred. The sales, which 
increased slightly based on the demographics of the area 
and natural population increases, those sales have declined 
in 1990-91 by close to 7%. So you can see there is an 
erosion occurring, and that erosion, as I said—and excuse 
me for repeating myself—appears to be accelerating. 

The LCBO, in an attempt to provide you with some 
information that would be helpful, looked at a couple of 
examples in order to come to a very specific determination 
as to whether or not cross-border sales were really the fault 
of this declining situation. What we did was compare a 
couple of communities in Ontario, a border community of 
approximately the same population as a more inland com- 
munity. One of the first ones we took, for no apparent 
reason, was Sarnia and Peterborough. In taking Sarnia and 
Peterborough, we took a community that was on the border, 
impacted by US sales, and a community like Peterborough, 
which is some distance from the US border and would 
likely be less impacted. 

Within the last two years, Sarnia has begun for the first 
time to trail Peterborough in LCBO sales. In the last fiscal 
year, both areas recorded drops in sales, again our overall 
decline being 3%, so Peterborough was impacted by that. 
The difference is that while Peterborough fell only 2%, 
Sarnia went down by about 7.5%. So you can take those 
two communities as an example of where that accelerating 
process seems to be taking hold. 

Two other communities that we looked at were Sudbury 
and St Catharines, again attempting to come to a compari- 
son that would be reasonable, and communities that were 
approximately the same size. 

For the last three years, while Sudbury was showing 
growth in 1988-89, which was as high as 6.5% in in- 
creased sales, St Catharines has been declining by roughly 
2.5%, 4%, and about 4.5% over the last three years. Again, 
a very direct indication that cross-border shopping is start- 
ing to impact on areas like Sarnia, St Catharines, and other 
border communities. 

I would like to mention as well for your information 
that Brewers’ Retail sales are being impacted far more 
dramatically than sales at the liquor control board. The 
magnitude of loss and declines at the Brewers’ Retail is in 
the range of some 12% to 15%, so it is much larger than 
the decline that I mentioned earlier, before Mr Kwinter 
arrived, namely some 3%. 

If you contrast the difference between Brewers’ Retail 
and the LCBO, you will find, if you refer to the Emst and 
Young study on cross-border shopping, that the purchase 
of an LCBO product or a distilled spirit product is rela- 
tively well down the list as an item that people cross the 
border to search out. At the top of the list in the Ernst & 
Young study was gasoline and second came groceries and 
then following groceries came clothing, and the fourth or 
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fifth item down the list representing the actual product that 
people went to shop for, and that was about a 4% factor I 
think, was a product that would be handled by the LCBO. 
So that is one of the reasons why I do not believe our sales 
are impacted nearly as critically as department stores, gro- 
cery stores, Brewers’ Retail, gasoline retail outlets, be- 
cause their products seem to be higher up on the popularity 
list for purposes of cross-border shopping than is the case 
with the LCBO. 

The other factor is that for years the Ontario public has 
become rather accustomed to the fact that our prices are 
higher than they are in the United States. This is not some 
factor which has come into play in the last year or the last 
two years or in the last half a dozen years. Traditionally 
our prices have been higher in Ontario because we have 
taken an attitude that in order to keep a semblance of 
control on the question of social responsibility as it relates 
to the consumption of alcohol products, price was a key 


factor. If you made the product really cheap, it would en- ° 


courage some people to drink considerably more. So price 
was a balancing factor and always has been, I believe, with 
all parties in this Legislature, irrespective of their political 
stripe, because the belief was that it was an important ele- 
ment in terms of our social responsibility as legislators. 

The second item that is important with respect to the 
difference in price is the fact that the Ontario public has 
historically and traditionally received a great deal of bene- 
fit from that $650 million in transfers to the provincial 
Treasury that is not realized, obviously, by the American 
consumer or by the American citizen, namely our health 
services, Our community and social services. A whole host 
of educational services are provided as a result of that 
$650 million being available. Obviously the downside is 
that there are some people who will make a decision to 
take advantage of a price in the United States, forgetting 
completely about the fact that our tax structure is such that 
we build in a lot of programs that we offer to people and 
that does result in a product being slightly higher. I will 
refer to a few specific products because I think it is impor- 
tant that we have those as well. 

Over the course of the past few years, however, since 
this question of cross-border shopping has become some- 
what more critical and obviously has intensified rather dra- 
matically as an item for concern by the members of the 
assembly, it is interesting to note that there has actually 
been a slight reduction in the gap between the price 
charged in the United States and the price charged in On- 
tario. In other words, the differential—and I am not going 
to try to convince you it is dramatic, it is very small, but a 
very noticeable decline in the difference between the price 
you pay over there and the price you would pay here in our 
own jurisdiction. What I am saying is that it is not as a 
result of galloping price increases on the part of the gov- 
ernment of Ontario and/or the LCBO that is causing peo- 
ple to buy in another jurisdiction. In fact, it is more of an 
incentive for them to come back home again and buy here, 
because our price difference is slightly smaller than it was. 
1600 

If you were to take our most competitive products, by and 
large they would be the premium brands. In the premium 


/ 
/ 


brands of the LCBO product lines, we are rather comi 
with the United States. As an example, and not witl 
intent of advertising a particular product, a Scotch by 
name of Johnnie Walker Red Label in a one-litre cont; 
would sell in the United States between a low of $23. ) 
a high of $28.31. Those are translated into Canadian de 
and those are in various US border cities. The same pro 
at the LCBO in Ontario sells for $28.53. I think argu 
that is a competitive price. Although we are slightly hig 
it is not so dramatic that it would encourage someone t 
across the border. 

Here is where we have a bit of a problem. That j 
lower-priced products like Smirnoff vodka, not that an 
you would be familiar with that particular product, b 
mention it only in passing because you may have see 
on a shelf somewhere. Our prices are not nearly as c 
petitive. The US price ranges from a low of $12.8: 
about $15. The Ontario price is $24.33. 

Again, the position taken by Ontario is that wheth 
is a bottle of Scotch, a bottle of vodka, a bottle of : 
looking at it from the standpoint of attempting to bi 
about an attitude of social responsibility in alcohol ¢ 
sumption in this province, we do not want to deeply | 
count a product which will encourage overconsumptio1 
a vodka product, so our vodka is priced at approximat 
the same price as the Scotches. 

Let me move on quickly here, because I know youn 
want to get to some questions. The current loss situati 
to put it into perspective, is important to us, although 
critical. What is critical, however, if left unchecked an 
the growth continues, as some observers have suggest 
with respect to cross-border shopping and if these revel 
losses continue—it could become much more significan 

I know there have been some comments made ¢ 
certainly some very critical observations have been offei 
with respect to the GST. I want to say that the federal G 
is revenue-neutral, price-neutral in so far as liquor produ 
are concerned. It had no impact on our business. I knov 
had considerable impact on other products that one mij 
purchase, but it in some instances provided even a slis 
price reduction in some beverage alcohol products. 

In the Ernst and Young study that I mentioned earli 
one of the findings was that some 36% of the responden 
Shopping dollars was spent on gasoline, which was t 
number one sort of attraction in going south of the bord 
Some 68% indicated that the variance in gas prices wast 
chief reason that they had—I mean, more than two thir 
of all the people who crossed the border have indicat 
that gas prices were the main reason they went over thet 
Now, the reason that a lot of liquor purchases are not beit 
made in the United States, based on our best information, 
that it is an ancillary purchase, it is not the main purchas 
It is fourth or fifth down the list of reasons why a pers¢ 
crosses the bridge or goes through a tunnel to go over | 
the United States. So again, although it seems to be it 
creasing, it is not increasing dramatically as yet. 

Let me give you some ideas as to what might be dor 
with respect to the liquor control board and from, obviousl 
our vantage point in this entire debate as to how we thin 





25 APRIL 1991 





F-683 





ae of this erosion could be stopped. One of the things 
t we could do, obviously, is reduce prices. 

Jf we reduced prices and if we were more competitive 
| if we cut back on the amount of money that was 
asferred to the provincial Treasury, that would have a 
y significant impact on any sales that were being made 
ith of the border, but I want to caution you that in so 
ng, it has a very dramatic impact on the Treasurer’s 
enue base. It would erode substantially the $650 million 
t the Treasurer anticipates receiving from the liquor 
itrol board and there would in all probability be an ero- 
n of certain programs like health, education and other 
ygrams that are paid for at least in part from dollars 
ich are generated through the liquor control board. 

We could continue, as a second alternative, to pursue 
or control board retailing initiatives. For the benefit of 
-members of the committee, I would like to refer to the 
airman’s own riding, where we recently opened a new 
re which I would hope the Chairman would agree is a 
-y attractive, modem, entirely different kind of merchan- 
ing concept in the liquor control board from what we 
ve used before. It is not an irresponsible method of mer- 
dising liquid refreshments, but in fact provides better 
nsumer services. Our modernized stores include such 
gs as trained, knowledgeable staff, a wider choice of 
ducts and, I might add, something that we should all be 
ry proud of: the world’s most exacting quality control 
indards. We are looked upon in the laboratories at the 
uor control board as being the leader, certainly across 
inada and by many US jurisdictions as well, as the juris- 
stion that keeps a very tight control on the quality of the 
ducts that we allow for sale within our operations. 
"One of the areas that I have felt for some years could 
‘improved upon in order to make a considerable differ- 
ce with respect to the erosion of some of our retail dol- 
rs into the US market is for some improvement in 
stoms enforcement. If we could encourage the federal 
ivernment, as an example, to do one thing—to collect 
ovincial sales taxes at the US border—if a deal could be 
ade between the Minister of Revenue of Ontario and 
tto Jelinek at the federal level, and if he could just ask, 
ithout adding more staff, without any administrative 
sanges that would be dramatic or would be particularly 
istly, if they would simply collect the applicable 8% pro- 
ncial sales tax on items that are simply being waived at 
€ moment, a couple of things would happen. 

Number one, the people would quickly come to an 
iderstanding of what the true cost of that purchase really is, 
‘cause they are in fact evading taxes by not paying the 8%. 
y the way, you are supposed to pay the 8% on a volun- 
ty basis, and I could ask for a show of hands by any of 
yu who know of any volunteers who have paid that 8%. 
h, I know that you would, Mr Sterling. I was not speaking 
1a personal basis but rather on— 

The Chair: Most of the members of this committee 
> not shop in the United States. 

Mr Brandt: At least over the course of the last few 
veeks. 























Some enforcement improvements and/or collection 
combined with that of the provincial sales tax, in my view, 
would help us recoup some of our lost revenues. More 
specifically, it would help the provincial Treasurer, be- 
cause those revenues would be directed to sources obvi- 
ously that he is in need of. 


We could begin a more aggressive marketing strategy 
to encourage US shoppers to come north, to purchase from 
the liquor control board, by comparing some of our very 
competitive prices—and we are competitive, as I showed 
you, in certain lines. But we also happen to have premium 
products and a far wider range of products than American 
stores normally carry. 


Those were a couple of ideas that I wanted to throw out 
for your consideration, Mr Chairman. 

In closing, let me just say that Ontarians must come to 
understand that the money that we raise from the LCBO 
goes to pay for some very critical services, which you as 
legislators and we as the Ontario public at times take for 
granted, benefits that flow directly to our communities and 
the activities that are paid for as a result of revenues gener- 
ated by the liquor control board. That $650-million net 
transfer is a significant amount of money. It is one of the 
largest sources of outside revenue which comes directly to 
the provincial Treasurer. 

So I would just say to this committee that we are con- 
cerned about the current erosion. We are more concerned 
about what we see to be a growth or an acceleration of that 
erosion, and we think it can be at least slowed down, if not 
stopped, if some measures are taken to combat it such as I 
have outlined in my brief remarks to you this afternoon. 

Thank you very much for your attention and patience. I 
would respond to any questions that you might have. 


1610 


The Chair: I have seven questioners. If we could 
limit it to one question each and if those questions could 
not be multiple-part questions with a long intro, please, Mr 
Jamison, you are first. 


Mr Jamison: By the way, that was a very good pre- 
sentation. I think it gave a very good overview of the board 
and its purpose and I would like to thank you for taking 
the time to come here and be with us. 

When we talk about the price differences in brands, of 
course, you pointed out clearly that the premium brands 
are competitive in price. What I would like you to do for 
the purpose of the committee is to expand on what you are 
doing as a liquor board to really promote the board itself 
customer service-wise, what kinds of benefits we have in 
having the stores under the one banner of the LCBO and 
the kind of training and programs. I know there is such a 
thing as point of sale that is looming on the horizon. What 
does that mean? And again, I know that the public aware- 
ness programs are of great benefit. If you could expand, 
just for the sake of the committee, I think that is an area in 
particular where again it speaks of keeping the public’s 
confidence in the way that liquor is distributed within the 
province. I think that is a major responsibility of yours, 
and also relates to the funds in the end result. 
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Mr Brandt: We have attempted to merchandise in a 
more modern way, because obviously the LCBO had to 
change, as did many other retailers over the course of the 
past few years. To respond to Mr Jamison’s question, if 
you look at a typical LCBO store today, it bears very little 
resemblance to what you saw 10 or 20 years ago. 

One of the things we have added to our stores in terms 
of features is the Vintages stores, which now cater really to 
those in our communities who have an affection for wine 
and food and by any argument that one could raise are not 
abusers of alcohol products but have a refined taste and 
want to enjoy better wines from virtually all over the 
world. We have experts on staff who are trained who I will 
compare with any employees of any similar kind of opera- 
tion anywhere in North America, who can provide advice 
on the wines of the world, if you will, in addition to Ontario 
wines, those that we purchase from France or Germany or 
Italy or any of the other countries that we import wine 


from. So our Vintages stores as well as the Vintages sec-’ 


tion of some stores are a major step up in terms of service. 

We provide services like French-language services in 
our stores, which are not provided, obviously, by many 
other jurisdictions. Any of the information that is available 
in LCBO outlets is available in quite the same way as it is 
here at the Legislative Assembly. We provide a direct hotline 
information service if you have a special function, if you 
have a wedding celebration or some kind of family cele- 
bration that you require some liquid refreshments and you 
want advice on how to get a licence or how to purchase the 
product or whatever. We handle something in the order— 
and I am guessing at this number—of 7,000 calls a month 
on just questions relating to our store operations, perhaps a 
question as simple as what kind of wine goes best with a 
particular type of food product. 

The liquor control board, in addition, has as one of its 
mandates a very important function economically that Mr 
Kwinter will be aware of in his former role as Minister of 
Industry and Trade, and that is the support of the Ontario 
wine industry and the grape growers. That has an agricul- 
tural component to it, but we do our level best to promote 
Ontario products within our operations, because I need not 
tell you, it is an employment question as well as a question 
of trying to expand and to enhance an indigenous Ontario 
industry which is vitally important. You can see the kind of 
advertising campaign that the wine industry is involved 
with at the moment where they have a new slogan, “We’re 
Ready When You Are,” trying to encourage people to not 
buy an imported product but to buy a local Ontario product. 
We become part of those kinds of efforts, if you will, in 
order to sell those particular types of products. 

We have a no-hassle return policy. If you are not happy 
with an LCBO product, you can bring it back. That is just 
not available in a US jurisdiction in most instances, but if 
you buy a product from us, you can bring it back. We 
would rather you did not, but if you do, we will give you 
the cash back for it. . 

Those are the kinds of things that we are involved with, 
and I would maybe bring Mark Synnott forward, if you 
would for a moment, Mark, if you would join me here and 
perhaps expand on the point of sale, which is part of our 





new computerized and modernized upscaling of sor 
our stores. Mr Synnott, who heads up finance wit! 
staff, would be able to respond to that, I believe. 


Mr Synnott: The primary objective behind this 
of sales system is to improve customer service a 
checkout counter. It gives things such as the autor 
call-up of price so that the customer is processed 
shorter time period across the counter. It is also intend 
provide better access to and knowledge of what inve: 
is available so that if the customer wants to inquire ab 
product, he can get immediate access as to what is ir 
Store. It is also designed, in the long run, to help us mz 
our inventories more effectively so that we can make | 
effective use of the province’s dollars that are invest 
the LCBO. 


Mr Brandt: Just to expand briefly on that, abc 
third of our 622 stores have now been equipped with 
more sophisticated type of checkout system, and we 
doing a few of those every week. Eventually, the e 
system will be placed on that particular point-of-sale « 
puter system. So that is what we are moving towards 
hope it responds to your question. 


Mr Sutherland: I wanted to ask about duty- 
Stores, because liquor products you can purchase at ¢ 
free stores but beer you cannot purchase. Can you 
explain how that arrangement works and what rev 
LCBO gets from that? 


Mr Brandt: We get a slightly reduced revenue 
cause of the competitive nature of a duty-free store, 
your observation with respect to beer not being availab 
in fact not correct. 


Mr Sutherland: Is that right? I have not been ove 
a duty-free in a while. 


Mr Brandt: I know that you probably would not 
consumer of that product. 


Mr Sutherland: No comment. 





Mr Brandt: So I just want to mention to you that 
products of the two major breweries in Ontario are avail: 
I do not believe any of the microbrewery products 
available. If they are, they are very limited. 


Mr Sutherland: Is a wide selection of beer prod 
available? 


Mr Brandt: No, just the two majors, Labatt’s 
Molson’s. 


Mr Sutherland: I mean all of Labatt’s products, al 
Molson’s. 


Mr Brandt: Not usually. It is limited. 
Mr Sutherland: Could you just clarify? 


Mr Brandt: It is limited not because of anything 
do as a board, it is limited because of space limitati 
within the geography of the store itself. But I think y 
question is more directed at the pricing situation. In or 
to be competitive with the United States, and recogniz 
that this is a product which is exported and never s 
again in terms of Ontario—in other words, it is driven ou 
the country and is consumed somewhere other than Ontari 
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have to be somewhat more competitive price-wise. So 
it is how those products are marketed in duty-free shops. 
20 
Mr B. Ward: First of all, I would like to congratulate 
u on your appointment. I think you are doing a fine job 
d I would hope that you can continue on in a successful 
inner. 
We are here primarily to talk about cross-border shopping 
d the problems that our border communities are experi- 
ing with the consumers going across the border into 
ica to purchase a number of items. There have been a 
mber of suggestions made by various groups on meth- 
that we could use to discourage that type of endeavour. 
One suggestion has been to reduce the amount of tax 
gasoline along the border areas. The one concern I have 
th that, and I do not know if it is shared with everyone in 
s room, is that unless you control the direct cost, there is 
guarantee that savings of any tax reduction will be 
ed on to the consumer, simply because you do not 
Me the cost. Those are private sector initiatives, and 
»y will charge whatever the market will bear. 
However, under the LCBO we do have a monopoly 
it is controlled by the government. I think that part of the 
mee point of going to America is the so-called cheap 
oze. In America in fact some stores sell certain brands at 
‘oss to encourage you to go in and perhaps buy milk or 
gs or whatever along with it. From an administration 
indpoint, and I do not know if you can answer this or 
it, is it possible for us to have a reduction in price of 
sohol—and I am talking on a broad basis of our LCBO 
ae the border communities, just from an adminis- 
tion standpoint, and would that cut drastically into the 
qount of revenue that the LCBO takes, recognizing that 
are seems to be an accelerating decrease in volume of sales 
yng our border? I do not know if you can answer that. 
Mr Brandt: Administratively we could do it. There is 
) question that we could do it in one store, we could do it 
se stores, in 622 stores. Whatever the government 





ted we could do in terms of drawing the line. 
Let me revisit for a moment the numbers we are talking 
out; 10% of our stores would be in the geographical area 
at you are identifying, by definition a border store. They 
present about 7.5% of sales. Wherever you draw the line 
doing this kind of thing, whether it be gasoline, whether 
be alcoholic beverages or whether it be bread, somebody 
going to be able to drive across the line and buy it— 

Mr B. Ward: Yes, we are aware of that. 
| Mr Brandt: —from an expensive jurisdiction, like 
haps London, Ontario, compared to an inexpensive juris- 
ction like Sarnia, or wherever. So that is a problem, and I 
) not know how you overcome that. But if your question 
ecifically is, can we administer that, | am saying yes. Mr 
ynnott will probably say it would be difficult, but it cer- 
inly would not be impossible. 
Mr B. Ward: It is possible. We are exploring all 
nurces of opportunities that we can think of as a committee 
id as groups are presenting them to us to attempt to come to 
me type of solution to this problem. So thank you very 
uch. It is possible. It may be some work, but it is possible. 
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Mr Brandt: Yes. 
The Chair: Did you want to make a comment on that? 


Mr Synnott: The current act requires national pricing 
across Ontario. 


Mr Brandt: Uniformity. 

Mr Synnott: Uniformity in pricing. 

Mr Sterling: I was interested in your example about 
Sarnia, Andy, and when you said that the sales were drop- 
ping in Sarnia, one of my colleagues said to me he had not 
heard that you had moved down to Toronto. 

Mr Brandt: I want to assure you, the impact of my 
consumption would not reflect itself in any statistical aber- 
rations up or down, Mr Sterling, but I do appreciate your 
bringing it to my attention. 

Mr Sterling: The importation of liquor from the 
United States: While in answer to Mr Sutherland’s ques- 
tion you talked about the outflow, I was more interested in 
the inflow. I understood that you had to be out of the 
country for a certain period of time before you could bring in 
40 ounces or whatever or one case of beer or whatever it is. 
Can you bring in more than that and just pay duty on it? 

Mr Brandt: Yes. 


Mr Sterling: Is the duty exorbitant so that you would 
never do that? 

Mr Brandt: No, it is not. It is rather competitive. In 
some instances you can buy a product in the United States, 
come back, pay full duty—I am talking everything from 
PST, GST; add up all of the taxes—and you may still bring 
a product in for slightly less than what it would cost in 
Ontario. That kind of aberration is something that I want to 
look at, because if I had more time to prepare the response 
to the question Mr Sterling has raised, I might have had a 
suggestion to make along those lines. But I think it is 
wrong that somebody can do the sort of thing that you are 
getting at, namely, buy a product over there and do every- 
thing that is legal, bring it back into the province and it still 
costs a little bit less than what we would charge for it in 
Ontario. That is a bit of a quirk or an aberration that I think 
should be cleared up, but it is possible. 

Mr Sterling: The question of collecting provincial 
sales tax has been made by other people as well. My ques- 
tion is, you are suggesting that we collect it on what prod- 
uct that is being brought in, the one being declared because 
you have been there for more than 24 hours? 

Mr Brandt: Where the federal government is already 
collecting the federal taxes, they have a person physically 
in an area where they have filled out a form and that form 
requires a certain collection of the federal taxation which 
is applicable to that product. It also carries with it that 
voluntary element which is obviously not being pursued 
too aggressively by Ontario consumers, namely, the 8% 
sales tax. 

I am saying that they could add a line to a form, a 
simple piece of paper, collect the 8% sales tax and Mr 
Jelinek could simply transfer that back to Mr Laughren 
here and say, “This is what we collected on your behalf.” It 
is not unusual that one level of government would do this 
kind of thing as a courtesy for another level of government. 
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This kind of cross-relationship in a co-operative sense 
goes on, as we all know, in a great number of programs. 
But the loss to Ontario—can you imagine for a moment if 
we had a voluntary income tax program, and said to people, 
“Send in voluntarily what you think you owe us.” 

Mr Sterling: Okay. I know you do not get out very 
often, Andy, but I would like to get-— 


Mr Brandt: How many questions do you get? 


Mr Sterling: I would like to get brief answers to my 
questions but— 


Mr Brandt: I am trying to give you brief answers. 


Mr Sterling: At any rate, the $23.50, the Johnnie 
Walker bottle, if somebody bought that at the duty-free 
shop, would they get it for less than $23.50 in the US? 


Mr Brandt: At a duty-free shop, yes. 


Mr Sterling: So there is no way that you can compete 
or compare with that kind of thing. 

Mr Synnott: You are taking all the federal markups 
out of the price. 


Mr Sterling: Their federal markups? 
Mr Synnott: Their federal markups. 


Mr Sterling: So it would be considerably less than 
$23.50. 


Mr Brandt: Our comparison is on a retail-to-retail 
basis and sometimes you will see price comparisons that 
may not fit directly with what I have shared with you this 
afternoon, but that is because of what I think Mr Ward 
said. Someone indicated that they will sometimes deep 
discount a particular product as a loss leader or as a come-on. 
That is a form of merchandising in the US which we can- 
not use in Ontario because, quite obviously, our prices are 
uniform across the province. 

We do discount occasionally when we are closing out a 
product or if we have a slow-moving product and we need 
it out of the inventory or whatever. That product will be 
made available uniformly, to the extent that one can, in a 
number of different stores of the LCBO. So we do occa- 
sionally clear out a product that may not be repeated for 
Our inventory purposes. 


Mr Hansen: Mr Brandt, you answered most of the 
questions I was writing down here throughout. 

A lot of people wait until the well goes dry, and with 
the cross-border shopping, that is exactly what is happening 
with the revenues declining here in Ontario. 

I remember the beer strike that we had, I think it was 
1988 or 1987. At that time it was $2 more a case than you 
could buy it here in Ontario by going across to the US. 
With the beer strike on, the beer drinkers still went across 
and paid all the duty to come back. I think you are right in 
that sense that it should be a level playing field if you are 
importing. It should cost the same as here in Ontario. 

The only other thing a lot of people do not see by 
reducing the price is that your health costs can go up if you 
wind up with a higher consumption. You are not really 
saving any money, you are spending it someplace else. 

My one question, coming from Lincoln where the 
grapes grow, is that I have had a lot of concern from the 
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grape growers and the wine industry down there that 
domestic wines are not treated, I have been told, the s; 
as the foreign wines. One instance: the display on she] 
is less. The other issue is the purchase of the wines, w 
the wine is paid for. On domestic wines it is paid when 
sold or has gone to the LCBO store, whereas foreign wi 
are paid up front, so they are telling me that it is a lai 
cost up front. _ 

I have not written to you, I have not put this ques' 
before you, and it would be a very simple answer, 
could have it now to take back, because sometimes you 
not get all the facts or sometimes they are misconstrued 
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Mr Brandt: Let me answer in part, and I am goin, 
let the number cruncher who is here with me, Mr Synn 
perhaps respond to part of the question. First of all, ev 
advantage legally under GATT that we can give to 
Ontario producers is given. Keep in mind that we ar 
party to the General Agreement on Tariffs and Trade; 
have to be in compliance with the GATT regulatic 
There is a constant stream of complaints that are quite 
Opposite of the coin from those that you have offe 
today, sir, from other producers in France and elsewh« 
who think that we are unfair. To give you one examy 
there are roughly 225 Ontario wine stores in this provir 
There is not one foreign wine outlet anywhere. Legally, 
are on reasonably safe grounds in that we grandfathe 
those stores in as outlets for Ontario product, but we hi 
literally frozen out the foreign competition by sayi 
“Thou shalt not have any stores in Ontario.” 

Second, the day I went with Mr Wiseman to open 
the new Ajax store, my second trip that day was to Pickeri 
If you went to the Pickering store, which is one of our n 
modern stores, you would see a very substantial—in f. 
quite huge—display of Ontario products which are v 
identified and, from the standpoint of shelf space, take 
far more room than any of the foreign products. In terms 
sales, Ontario products represent, through our operatio 
about 30% of the total wines sold. No question, the mar 
is declining for domestic Ontario wine. It represents abi 
40% of all wine consumed in Ontario, the Ontario w 
industry—the additional 10% is made up of the produ 
sold outside of an LCBO outlet, namely an Ontario w: 
store, either a Brights store, you have seen them, the Chate; 
Gai, Andres, and those kinds of stores. So we give ev 
conceivable advantage to the Ontario wine industry. 

Let me tell you how frequently I meet with them. I n 
with them yesterday. I met with them again today, an 
will probably meet them on some other issue tomorrc 
We meet constantly to try to find ways to market th 
products in such a way as to make sure that we enhan 
Ontario sales, Ontario products, Ontario employment a 
all of those other things. 

I wonder if Mr Synnott could respond to the— 

The Chair: I did not think there were any numbe 
left to crunch. 

Mr Brandt: Yes, there are. There are some serio 


ones that I want to share with Mr Hansen, and I left tho 
all for Mr Synnott. 
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‘Mr Synnott: The payment terms for Ontario wines 
30 days from receipt at our warehouse. The payment 
e for import wines is 30 to 60 days from the date of 
eipt at our warehouse. Generally, that means it is some- 
i like 100 days by the time it comes from Bordeaux, 
‘the time they receive payment back in Paris, so there 
very preferential settlement terms with the Ontario 
ae industry. 

‘Mr Kwinter: The LCBO case is a classic business 
ie. If every business in Ontario was like it, we could 
ve this problem very easily, if we had the political will. 
e LCBO is a monopoly. When I was the minister re- 
ynsible for it, it was the largest single purchaser of alco- 
lic beverages in the world. 

Mr Brandt: It still is. 

Mr Kwinter: It still is, which means that economies 
‘scale certainly do not get into it. They can buy as 
aply as anyone anywhere in the world. They have the 
te of the art as far as a warehouse that is totally auto- 
ited. Again, that opened during my administration, with 
ne pains, but it did open, and I assume it is working. 


Mr Brandt: Yes. 


| Mr Kwinter: It is spectacular and it was conceived, 
a matter of fact— 

| The Chair: It is going to be a long question. 

_Mr Kwinter: No, the point lam making, and I think it 
really important, is that all of the things we are going to 
ve to address—hardly any of them, with one exception, 
ply to the LCBO. You cannot say the distribution is 
asy. They have 622 stores, it is a monopoly, and it is all 
ine automatically. It is all sent out, so there is no wastage 
ere. They buy as well as anybody can possibly buy, so 
ere is no wastage there. All the changes that they are 
aking are not really to help them make money, they are 
help address the consumers and their problems. They 
ed to have to go in, write it out and get a little brown bag 
id sneak it out of the store because it was a no-no to be 
en in a liquor store. So they are doing all of those things. 
gain, when you talk about competitiveness, the number- 
le-selling whisky in the United States is Seagram’s 7 
‘own, SO we are competitive. It is the one area where we 
'n do all of those things. 

The one problem that we have is in the beer industry. 
the beer industry, because of our interprovincial trade 
riers, every single brewer has to have a brewery in 
very province in Canada, with the exception of PEI be- 
\use it is too small. So you have provinces with a population 
* 700,000 or 600,000 and they have to have a brewery. 
gat is why the cost of our beer is so high at the manufac- 
ring level. There is a plant, and I do not know—Andy, 
yu may know—that is in mothballs in the United States. 
probably still is. It has enough capacity in that one plant 
‘supply all of Canada with all the beer it will ever drink 
hd can do it very, very cheaply. So that is the one area. 

| So the problem that we have and the basis for the 
iscrepancy in the liquor prices is strictly taxes—we tax 
ifferently—and the monopoly. The first question I have 
br you is, do you think it is a serious problem, the prob- 
m of purchasing alcoholic beverages across the border? 










































Is that a serious problem that could be addressed by either 
breaking up the monopoly of the LCBO and changing its 
name so that it no longer reflects the puritanical idea of 
control? Second, should we allow competition so that the 
people can go out and compete on a one-on-one basis in 
the free market system? 

Mr Brandt: The component which results in a higher 
cost for the Ontario product is taxation. Let’s face it, that is 
where it is at. It has nothing to do with our distribution 
costs, the efficiency of our operation. If you take a look at 
the liquor control board, look at its laid-in price for a case 
of product, we can compete effectively with virtually any 
jurisdiction in the world. We buy better than some. We are 
large enough, because we are the largest purchaser of alco- 
holic beverages in the world. As a result of that, we do get 
preferential treatment in certain instances, so we put our 
size to work on behalf of the Ontario consumer. 

But if the bottom line of your question is how do we 
become more competitive, how do we sell if the interest of 
the Legislative Assembly ultimately was to sell a $24 bottle 
of Smirnoff in Ontario for $12 to compete with New York 
State, it is totally taxes. You will not squeeze nickels and 
dimes out of the other end. In other words, the total com- 
ponent that goes into the cost of delivering the product is 
all taxation. 

Mr Kwinter: That was the point I was trying to make, 
that it really is not the problem with the LCBO. If you 
want to get a lean, mean, clean organization that has the 
economies of scale, that has distribution, that has every- 
thing, they are it. All you have to do is move the taxes. 
Unfortunately, we can apply that to hardly any other sector 
of the economy. 

Mr Brandt: That is right. 


The Chair: You mean you are not inferring that we 
should monopolize all the other stores? 

Mr Kwinter: No, the point I am making is that there 
is no sense in doing it. That is an easy one. All you have to 
do is have the will to say, “We’re going to cut the taxes,” 
and we can be competitive, but you cannot apply that any- 
where else. 

Mr Phillips: I appreciate the presentation. I kind of 
miss your sense of humour in the place, too. 

The message I got, and then I will get to the question, I 
was actually surprised that it does not seem to me that 
cross-border shopping has had a major impact on your 
operation. I was surprised by that. The only caveat on it is 
that maybe it is because it has been there for so long in 
liquor that it is already built in. If you have 10.5% of your 
stores doing 7.5% of your business, does that mean any- 
thing? If 10.5% represents population and 7.5% is sales, 
then maybe they have already, years ago, been shopping 
across it. But if that is not the case— 

Mr Brandt: If I may interrupt you, that is an accurate 
observation. Part of the erosion was already built in, sO 
part of the decline, which is slower and less dramatic 
today, is as a result of what we believe to be practices that 
have been established for a long number of years. That is 
an excellent observation. I should have mentioned it, but it 


is a fact. 
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Mr Phillips: Thank you. I need that every once in a 
while. My question, though, I guess is to take advantage of 
your experience—I mean this sincerely—of (a) living in a 
cross-border area; (b) the Legislature; and (c) now running 
this operation. I think you have given us one piece of 
advice and that is, “Look at the provincial sales tax collec- 
tion.” Have you any other advice, with your broader hat 
on, for the committee, recognizing, as some other mem- 
bers have said, that our goal here is to try and find some- 
thing that at least over the next 12 to 24 months can help 
particularly our Canadian retailers survive? 


Mr Brandt: Short of trying to go head to head with 
American competition, which would be very difficult for a 
lot of other reasons—economies of scale, methods of mer- 
chandising, costs of doing business, that are built in, that 
are sort of an intrinsic part of the way of doing business in 
Ontario and in Canada as opposed to the United States and 
would make it very difficult for us to compete one to one 
on a great number of products—I think some educating of 
the Ontario consumer would probably go at least some 
distance. I do not suggest to you that this is the entire 
solution, but I think there are a lot of people who think 
they are simply getting something cheaper, without recog- 
nizing that the quid pro quo on the other side of the ledger 
is that you may erode the availability of health services, 
you may not have an expansion of educational services 
and facilities, you may not be able to get some of the 
social welfare benefits that are available in our society, if 
you continue to allow this to happen. 

I know that in a small way some of this is occurring. 
There are some retailers who are fighting back now in 
border communities who are advertising extensively, say- 
ing: “This is what you get when you buy a gallon of gas in 
Ontario. You receive certain benefits that are paid for out 
of that tax money.” I think we can maybe reach some 
people from an emotional standpoint and maybe they will 
be somewhat more self-conscious about going across the 
border to purchase when they realize it is not just a ques- 
tion of getting a bargain, because that bargain may whip- 
saw back and result, over a period of time, in erosion of 
the very services that they voted for in one fashion or 
another over the years. 

The second thing I think that we could consider, and I 
am not just speaking of the LCBO by any stretch of the 
imagination with reference to this comment, but the in- 
crease in control at the border points I think has got to be 
something that is taken more seriously by the federal gov- 
ernment. I do not like to be critical of another level of 
government, but I think that if you are going to collect the 
revenues which legitimately belong to a particular govern- 
ment, then you have got to either provide the manpower or 
the resources or enter into the co-operative undertakings 
between two levels of government to make sure that those 
resources are collected. I think that would perhaps dis- 
suade certain people from making a purchase in another 
jurisdiction if they knew they had to pay the 8%. Techni- 
cally, you are supposed to voluntarily send it in now. We 
know it does not happen and I think it is nonsense to even 





suggest that people are going to do it voluntarily. Very 
taxes are paid voluntarily. 

So those are a couple of ideas. I know it does not g 
enough to answer all of the problems that you hay 
address in this committee. ; 


Ms Harrington: Thank you very much for prom¢ 
wines in Ontario. I represent Niagara Falls. | hope 
were down to Niagara Falls for the Grande Cuvée 
month, for the competition of Ontario wines. 


Mr Brandt: I was not. Some of my staff were the 
was not able to be there, but I understand it was a 
success and one that will be expanded as the years go o 


Ms Harrington: You mentioned education aware) 
in the last little while. I believe that is something that 
are all responsible to do, as to how our whole way of 
here is wrapped up with this issue. You also mentic 
increased control, which is paying the 8% tax, and ] 
believe that is important. 

Living in Niagara Falls, I know exactly what the si 
tion is and why people go over. I do not go over for liq 
but certainly one is tempted to go over for gasoline, a1 
believe that is the crucial thing. It was number 1 on y 
list as well. So what I wanted to ask you was, briefly 
know it is not your area of expertise, but you were here 
quite some time, so I think you may have an opinion— 
you feel that having the concentric circles of reduced taxa 
on gasoline would be a workable solution? 


Mr Brandt: Personally I do not, because I think th; 
will simply spill over to different types of circles y 
different types of buying patterns, but I think you h 
either got to do it uniformly or forget it, because I just 
not know how you could break this province up into so 
kind of pricing zone. 

In responding to the question earlier, | personally 
not think it is workable. That is an opinion. I have no pr 
of this. But as I said before, wherever you draw the | 
there is going to be someone on the wrong side of the ] 
who is simply going to slip over to what he sees as be 
an area that is more economically attractive. Ultimate 
then, if the purchaser in London, Ontario, further av 
from the border finds that gas is cheaper if he drives 
Strathroy or if Strathroy find the gas is cheaper if th 
migrate over to the great community of Sarnia, they j 
simply going to go to the community where it is cheapé 
That is why they are going from Windsor to Detroit, frc 
Niagara Falls to Buffalo and from Sarnia to Port Huron. TI 
is why it is happening. They are simply jumping the line. 

The same thing, I would respectfully suggest, wot 
happen if you tried to do it within Ontario itself, anc 
know that some of the mayors have asked for some co 
sideration with respect to this kind of thing. I would like 
know more about their proposal, because on the surface 
hesitate to say that I think it is workable. 


The Chair: Thank you, Mr Brandt, for your present 
tion this afternoon. I would like to thank you on behalf: 
the committee for coming. 





Mr Brandt: Thank you very much. I enjoyed it, anc 
am delighted to be back for a few minutes. 
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[he Chair: If you have any further analyses that you 
k the committee could use in its deliberations, we 
ld appreciate them being sent along. 


Mr Brandt: I might add, Mr Chairman, any of the 
tical data that we have been able to put together and 
eh that our staff has done with respect to compari- 
between communities, between regions and so forth, 
would be delighted to make that available to you if it is 
iny use to this committee. We have a great deal of 
srial that I was not able, because of time limitations, to 
e with you today, but I would be delighted to make it 
lable to the committee or to the clerk, Mr Decker, if he 
d like to have it so you could refer to it. I do not want 
ad you up with paper. Heaven knows you have got 
gh, but we have it available. 


The Chair: I think that at least one copy to the re- 
chers would be appreciated. Thank you. 


r Brandt: I will see that is done. Thank you. 





STONEY CREEK FURNITURE 


he Chair: Our next presenter is Jim Carruthers, the 
ral manager of the Stoney Creek Furniture store. 


Mr Carruthers: I did bring some paper. 
The Chair: If you would like to begin. 


Mr Carruthers: Sure. I am not totally familiar with 
rrules and procedures, but I am sure the Chairman will 
rrupt me if I do something wrong. 
I appreciate the opportunity to sit before you today and 
haps bring to light some of the situations we are facing 
ser to the border down the Niagara Peninsula. 
In that little package that I just distributed, it gives you 
1e background information on Stoney Creek Furniture, 
company in Fruitland, Ontario. 
A couple of positioning statements in terms of the core 
es of our company: the fact that in 1989 we won the 
tstanding Business Achievement Award; in 1990 we 
nthe Corporate Citizen of the Year award. 
There are a lot of statistics in there, some paper you 
'e already seen from the Retail Council of Canada and 
Canadian Federation of Independent Business. In my 
mission I am trying to stay away from percentages, 
inbers and facts. You have got all that, and I am sure you 
ve digested it at your leisure. 
I would like to give you just a little bit of background 
who we are and the problems that we are facing. I sit 
lore you here today wearing a few hats. | ama Canadian 
zen. I am a Canadian consumer. I am general manager 
Stoney Creek Furniture, representing a group of 46 ded- 
ted staff members. I am also a former board member of 
| Canadian Home Furnishings Association and I still am 
ively involved as a member, so you will forgive me if I 
) from first person singular to plural once in a while. 
| As Canadian citizens, my family and I have decided 
| to utilize our buying power in border cities. It is a 
‘sonal decision. I fear we are really in the minority. We 
ched this decision not because we have a lot of money and 
can afford to be patriotic. We figure that at some point 

































in time, as revenues evaporate, the provincial Treasurer is 
going to come after us and get some more somehow. 

A good number of my staff at Stoney Creek Furniture 
do shop in northern New York. It is their effort to stretch 
their after-tax dollar. It is a personal decision, and they look at 
It as, everybody is doing it. I make no judgement. If you 
walked into our cafeteria and opened the fridge, you would 
see label after label of Tops Friendly Markets. As Mr Brandt 
was saying, most of them buy their booze in the States. 

I also come before you representing one of the best 
teams in furniture retailing in North America. I do not 
mean that to be an arrogant statement. It is a statement of 
fact recognized in many international trade publications. 
You have, within the package in front of you, testaments as 
to our accomplishments on a local level. However, we are 
recognized at the international level as a star in our industry. 
We are a successful company. We are an innovative group 
of people. We are a profitable company, and we have an 
extremely dedicated team. 

But guess what? We cannot compete. Twelve to 24 
months from now, unless the rules are changed, we will 
not be around. We can compete for the consumer dollar 
locally, but we cannot compete across the border. The cost 
of doing business in upstate New York, it is in those re- 
ports you have in front of you, is low, and there is nothing 
we can do about that. We are very good at our jobs, and 
no, we cannot compete. 

We belong to the Canadian Home Furnishings Associa- 
tion, to a buying group and to the American-based National 
Home Furnishings Association. Within that umbrella group, 
we are able to exchange a lot of information, quite a bit of 
it financial, and we see that we are one of the best at 
managing our assets, a great group of people, and we cannot 
compete, and it is frustrating. 

We manage our expenses carefully, but it is the over- 
heads that we cannot control that are doing us in. We do 
not come before you looking for dollars, handouts. We 
know we will never really get a level playing field. For the 
comprehensive programs that are available to Ontarians, 
we realize there is a cost, but we do want more. We want 
leadership. We want you to cross your party lines. We want 
you to negotiate with the municipalities. We want you to 
show some leadership to our federal government. One of 
the levels of government must decide to lead and the time 
for action is now. 

Almost every day of the week, my staff is challenged 
by a customer to beat a competitive price from south of the 
border. It is not profitable for us to take that order and try 
and meet that price. However, our direction is exactly that. 
That is what we do. We then remind the customer that it is 
his or her responsibility to report a purchase made in up- 
state New York and pay the provincial sales tax. You know 
what the answer is: “No way.” 

We try to meet the price and then we have to collect and 
remit the provincial sales tax. Their response, without excep- 
tion, is the same: “Eat the tax. We are not going to pay it.” 

Furniture stores average a 2% profit in North America. 
The numbers are fairly consistent in Canada. We do much 
better, but we cannot afford to swallow 8%. Profit dollars 
fuel everything we do. Investment in product, investment 
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in people, investment in physical assets and a return of 
investment to our community. We must be profitable to 
grow and we must grow if we are going to survive. Given 
the current set of rules, more and more of our customers 
will turn to the United States to take advantage of lower 
overheads and cheaper prices. Please be reminded that the 
retailers south of the border do not buy anything cheaper. 
They are not better merchants that we are. It is simple: 
Their cost of doing business is less. 

The trickle of consumers migrating to the United States 
has become a flood. They will not be deterred by traffic 
jams and long lineups. Our customers are not trying to 
save a few dollars on eggs, gasoline, shirts or a bottle of 
Smirnoff. They will put up with the hassle because when 
they go down there to buy furniture, they are saving hundreds 
and, in some cases, thousands and thousands of dollars on 
big-ticket purchases. 

Our industry research indicates the cost of doing busi- 
ness just south of the border, just across the border from us 
in Niagara Falls, is about 40% less than southern Ontario. I 
believe that is referred in one of the handouts I gave you. 
Our wages, our property values, our benefits, taxes, inter- 
est rates are higher and beyond our ability to control. We 
are an efficient company, but we cannot compete. 

The goods and services tax is not the culprit. The elim- 
ination of the federal sales tax on furniture has resulted in 
a net saving to the consumer. Artificially high interest rates 
are not the culprit either. It is a waste, it is a nuisance; 
however, we personally manage our assets well and have 
actually reduced our borrowing costs in the past year. 

A lower Canadian dollar is not the answer. Free trade 
has devastated the Canadian furniture manufacturing in- 
dustry to such an extent that we import 70% of the prod- 
ucts we sell from the United States. If the dollar 
depreciates, our costs go up. 

Lowering wages is not the solution. Our staff earn 
every dollar they make and they deserve more. Sunday 
shopping alone will not stem the flow of traffic south of 
the border; however, it would eliminate a competitive 
disadvantage. 
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The list goes on—problems without solutions, ques- 
tions without answers. Fundamental changes are required 
to allow Canadian business to compete, most beyond the 
power of this provincial government. But one power you 
do have and one change which is required immediately is 
the power to collect the 8% provincial sales tax at the 
border. This action is required without delay. It is a com- 
petitive disadvantage we can no longer tolerate and sur- 
vive even in the short term. . 

I do not expect the members of this committee will 
lose a moment’s sleep tonight over the loss of 45 retail 
jobs at Stoney Creek Furniture. It will not happen tomor- 
row, and it will not happen next week. Unless the rules 
change, it will happen. We will not go bankrupt. We will 
simply close in Canada and we will open in the United 
States. And guess what? It is a great team. We will be very 
successful. The fact that I hope you will find particularly 
chilling is, we will be one of the last to go and thousands 
will have gone before us. 





Mr B. Ward: Thank you very much for your pr 
tation from a business person who is trying to Surv) 
these tough times. You mentioned that the prime co 
would be the collection of the PST at the border, from 
perspective. Recognizing that the government has to \ 
every dollar we spend, do you feel it would be a 
expenditure for the provincial government to establis 
administration that is necessary to collect the PST < 
border points? Do you think that would be a wise expen 
on this government’s part? 

Mr Carruthers: I see no reason why the money 
not be collected. The GST is being collected at the bc 
I see no reason why the federal government cannot a 
an agent for the provincial government. 


Mr B. Ward: But if they are not willing to CO-Op 
with us, do you think that would be a wise expenditut 
this government to undertake? 

Mr Carruthers: Is the general public aware of th 

Mr B. Ward: I am not sure if they are or not. Bu 
other question is dealing with the taxes in America. WV 
know why we are taxed the way we are, but why do 
think the tax levels in America are the way they are? 


Mr Carruthers: There are a variety of services 
we receive as Canadians, and my family lives here an 
would like to stay here. We enjoy this country. We é 
the services that are offered. We know why the tax ba 
different in Canada. 


Mr B. Ward: I am not talking about Canada. Wh 
you think it is the way it is in America? 
Mr Carruthers: The cost of living has a lot t 


with it. The tax structure is just totally different than it 
Canada. My driver makes $14.50. The driver for— 


Mr B. Ward: That does not have anything to do 
taxes. 

Mr Carruthers: I am just answering the question. 
cause it has to do with after-tax income. The driver for 
competitor in Buffalo makes $8.50 and enjoys a f. 
good standard of living, pays less personal income tax | 
my staff members do or I do as an individual. 


Mr B. Ward: Okay, but why? Why are the te 
lower in America? 


Mr Carruthers: I would assume that it is more | 
cient. We have three levels of government taxing u 
death as business people. Our municipal taxes have 2 
from $98,000 to $216,000 in three years. Our busil 
taxes are up. 

Mr B. Ward: Okay, so you are suggesting that t 
taxes in America—I am trying to clarify—are lower sin 
because you feel their governments are more efficient, 
because of the service they provide or the way they ope 
as far as government entities is concerned. 


Mr Carruthers: You are probably asking me a ques 
that is a little bit out of my scope, and I have to be abl 
refer to this. 


Mr B. Ward: Okay. So you are not sure then. 
Mr Carruthers: No. 
Mr B. Ward: Okay, good. 
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[he Chair: I can give you one point. In the United 
as, especially in the southern United States, the aver- 
salary for a master’s degree teacher is $14,000. The 
age salary for an Ontario teacher with a master’s degree, 
5 or 16 years of service, is $60,000. 


Mr Kwinter: My wife is a schoolteacher. She makes 
e money than I do. 


Mr Phillips: The big money is in the pension. The 
hers have a pension second only to ours, in the world. 


Mr Sutherland: I wanted to ask you a couple of ques- 
s, because some of the evidence you put forward is a 
erent opinion than what we have heard. Before I do 
, I want to compliment you first on your sincere dedi- 
on in terms of trying to make an operation go here and 
very innovative ways that you have been operating. 
You said that American merchants are not better than 
adian merchants, yet we have heard there is evidence 
uggest that people’s perception is out there. We had a 
sentation earlier this morning that said that people are 
s-border shopping to survive, and you certainly indi- 
'd your staff in terms of going over the border for basic 
amodities, food items, that type of thing, trying to 
tch their dollar. But how do you explain furniture 
as, VCRs, electronics, if people are going across the 
der to survive? How do you explain the big-ticket items 
| luxury items like VCRs and electronics? I mean, the 
ument that people are going across the border to sur- 
e and they are buying VCRs and electronics, it does not 
ily wash with me. 

Mr Carruthers: I do not think I was making the argu- 
nt that people are going across the border to shop— 

Mr Sutherland: No, someone else did and I was just 
dering whether you separate the two, from going for 
d to going for the other items. 

Mr Carruthers: No, I do not look at it and I have 
. had it explained to me by anybody I have met who 





ps across the border that he looks at it as survival. They 
k at it as stretching their dollar, more bang for the buck. 
In the case of durable goods, in the case of big-ticket 
ms, it has not been all that well publicized that it is 
ypening. But once it is and you see the big dollars that are 
‘olved, not that you are saving 50 cents on a dozen eggs— 
:10,000 dining room in my store can be purchased for 
000 in Buffalo, and we are operating on exactly the 
me gross margin. 


Mr Sutherland: Could you comment then on the 
ailing aspects, the merchandising aspects of Canadian 
ailers versus American? 


Mr Carruthers: I would like to first put on my 
mey Creek hat and answer that from our perspective. 
cay? We are good merchants. I made the point I did not 
int to sound arrogant, but sometimes we are. 

The American retailers in our industry were up here in 
quary at a conference—and I think this might put it in 
rspective for you—at the Bristol Place Hotel, by the 
port here in Toronto. They had heard so much about our 
ye they wanted to come out and see it. There was a 
nding snowstorm. It took us two and a half hours to get 






















to Stoney Creek to show them the store. I did a little head 
count. Those retailers who went through that blizzard to 
come and see Stoney Creek Furniture were responsible for 
over $2.5 billion retail in furniture. They wanted to come 
and see how we did things because they had heard so 
much about us. 

It is very difficult for me to comment on other furniture 
retailers. There are some very good ones. I have been in- 
volved with other retail companies, survivors, profitable 
companies that do a heck of a job, very good merchants, 
and there are some out there that are borderline. It is like 
any other industry. 
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Ms M. Ward: Are you simply retail? I had the im- 
pression at first that you were furniture makers also. 
Mr Carruthers: No. 


Ms M. Ward: I was thinking it is different than all the 
other presentations we have heard, because one of the 
things that really bothers me is, I cannot go to the store and 
buy a Canadian product very often. As a matter of fact, | 
am without a vacuum cleaner right now because I have not 
found a Canadian one. I thought you were— 

Mr Carruthers: I used to be a furniture manufacturer, 
but I saw the writing on the wall and I got out. 

Ms M. Ward: Okay. Anyway, I had that impression, 
but you have cleared it up now. Thanks. 

I just wanted to ask you to expand on something you 
said. You were saying to us that we should show some 
leadership to the feds and to negotiate with the municipalities. 
Did you have any specific recommendations there? 

Mr Carruthers: It stems back, I guess, to a comment 
the Chairman made to me before the meeting, that you are 
not getting a lot of co-operation at the federal level. I made 
the comment earlier, is the general public aware that we 
are trying to harmonize the taxes? But looking at the cost 
structures, in business, in trying to compete, I look at these 
reports that you have seen before and you know what taxes 
we pay. You know what our competitor is paying. The 
three levels of government have to work in co-operation if 
they want us to stay in business in Canada. 

Ms M. Ward: So it is taxation you are speaking of 
mainly. 

By the way, where does your furniture come from? 

Mr Carruthers: Seventy per cent of it is from the 
United States. 

Ms M. Ward: There have been several companies 
lost, have there not, in the last few years in the furniture 
manufacturing business? 

Mr Carruthers: About 40% of the industry is gone. 

Mr Phillips: You have sort of painted a doomsday 
scenario for us here, I think, as I listened to it. I have some 
sympathy with what you are saying. I think many think a 
lower Canadian dollar will be a panacea for our challenges, 
and get the interest rates down a little bit and it will all go 
away. I think we have got some long-term economic issues. 

I am looking for short-term solutions, though, because 
things that you are talking about are very long-term and 
will take a long while to work their way through, if ever. 
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But your short-term solution is the collection of the pro- 
vincial sales tax. In fairness to the federal government, I 
think what it might say when it is at the table is it is 
anxious to harmonize the two taxes. But I think the gov- 
ernment does not want to do that. 


Mr B. Ward: As a clarification, they have refused to 
collect that tax unless we harmonize. 


Mr Phillips: No, I am just saying that they said, “Listen, 
can’t we get together and collect provincial and the GST 
together?” and I think the government said: “No, we won’t 
do that. We have no intention of doing that.” 


Mr B. Ward: But they can still collect at the border. 


Mr Phillips: I am saying it is very difficult for this 
government to say, “In 98% of the cases, we don’t want to 
be involved with you, but in the one case where it’s in our 
interest, please harmonize.” I have no brief with the fed- 
eral government. I am just saying if they were sitting here, 
they would say to you people: “Wait a minute. In the 99 or 
999 cases where we want to be more efficient and work 
with you to collect it together you say no, but in the one 
case you want, for other reasons, to harmonize it.” I think 
you may have to make your minds up on that one. I am 
just saying that therefore you suffer because of squabbles 
between two levels of government. 


Mr Hansen: Mr Chairman, may I interject some- 
thing? In New Brunswick, where the government is willing 
to collect the GST together, still at the border it is not being 
collected. 


The Chair: Saskatchewan. 


Mr Hansen: Saskatchewan? So we just cannot take a 
look at Ontario and other provinces. 


Mr Phillips: That is one recommendation, the provincial 
sales tax. 


Mr Carruthers: That is a short-term solution. 


Mr Phillips: The long-term ones are competitiveness 
and all those things that are going to be long-term, but how 
else can we help organizations like yours survive until the 
long-term one sorts itself out? 


Mr Carruthers: I do not really have a suggestion for 
you. I do not think you want to artificially prop up merchants. 
The retail community has to be very liquid. It has to be 
able to move and shift with changing situations. As a general 
tule, Canadians are pretty good at that. I am taken aback a 
little bit by one of the comments I heard earlier, that some- 
body had sat in front of this committee and said, “Canadians 
aren’t very good merchants.” There are several examples 
of very good merchants here. The strong will survive in a 
free market system, but we need more of a level playing 
field. Those Canadian merchants who are good will sur- 
vive and they will demonstrate to everybody that, given a 
level playing field, they will compete with the best. 


Mr Phillips: But the short-term one is the provincial 
sales tax. 


Mr Carruthers: In the short-term situation there is 
the provincial sales tax. And we have to stem the flow of 
people going down to the border on Sundays, so we have 
to have Sunday shopping as well. 
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Mr Phillips: How far Sunday shopping? I assum 
are in Stoney Creek? That seems like a bizarre thing tc 
Mr Carruthers: Actually, I live in Thornhill; I 
in Stoney Creek. During the week, and I mentioned tl 
the Chairman before, it takes me an hour to drive to y 
When we were open on Sundays, it took me an how 
three quarters, and that is strictly all the people lee 
Ontario heading for Niagara Falls and Buffalo to g0 
spend money. You are not getting any revenue from t 
people because they are spending it in upstate New Yo 
Mr Hansen: Are you finding a problem with 
chants or stores in New York state shipping furniture i 
are the consumers bringing back the furniture themsel\ 
Mr Carruthers: Both. 


Mr Hansen: So actually when it comes down it, | 
the firm that could be in New York state would be redu 
the 4%—I believe it is 4%—New York sales tax. They 
rebating that, plus you are not paying the 8%, so you 
talking about 12% savings by shopping in New York st 


Mr Carruthers: It is even more than that. We ] 
shopped the stores in the Falls and Buffalo quite ex 
sively. Basically what it is, and what we would call 
Canada, is predatory pricing. They have shopped sout! 
Ontario stores quite extensively as well. They know \ 
our prices are, they know what our margins are, they k 
what our costs are with the material cost of the pro 
because in a lot of cases it is exactly the same. 


Mr Hansen: Is it the same product that is being 
chased over there, the same manufacturer? 


Mr Carruthers: I think a lot of it is. 


Mr Hansen: Because we have been told that a Ic 
products that are coming into the border towns are “scr: 
and dent” items also and lower quality. 


Mr Carruthers: Those retailers who are doing 
will find out very rapidly that Canadians will not accer 
Canadians want a better-quality product. That is a gene 
ization which I try to stay away from, but I have beer 
both ball games and I can speak from experience. Som 
the lower-end product that is produced in Mississippi 
Louisiana just will not wash in Ontario; it is not what 
are used to. Now what we have is a situation where 
same product is on a retailer’s floor in the Falls, US, a 
Stoney Creek Furniture. We try as much as we car 
differentiate ourselves and eliminate that type of situati 
I have shopped those stores. I have gone in. They do 
know who I am. “What is the price on that sofa?” T 
give me the price. Then, upon being informed that I a1 
Canadian, they go get the sales manager and they have 
inside price for Canadians. It is found money to them; i 
increased market share. 

If you tried that at the manufacturing level, we co 
put a stop to it because it is called dumping. At the re 
level there is no legislation—we have checked it out—t 
covers it. 


Mr Hansen: This is what I am saying. On top of t 
they are saving the New York state sales tax, plus if if 
being shipped in by that particular company they are sav 
8% at the border, so you have got, say, another 12% to ¢ 
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top of that. That is where you have lost your competitive 
ze. This is what we are looking for, exactly all these 
as—that they are discounted because you are Canadian, 
is all these tax savings—so it winds up they will freeze 
4 out sooner or later. This is what it looks like we are 
‘ing here. 

Mr Carruthers: If you take it one step further than 
t and you say that the person driving that truck, delivering 
t furniture out of upstate New York is making $8.50 an 
ur, I think we would all agree that you really could not 
joy a very good standard of living in Ontario at $8.50. 
at truck is also full of gas that was purchased at $1.20 a 
lon. I have six trucks on the road today from Stoney 
eek Furniture and they were all at 55 cents a litre. That 
opens every day of the week. 


Mr Hansen: And the one problem is that the fellow 
ving the truck does not want to get sick and go in the 
a in New York state either. 


Mr Carruthers: True. 
20 
Mr Sutherland: When you are talking about the re- 


ling costs being a cheaper rate in Buffalo, have you 
ne further inland in the US to do any comparison there? 


Mr Carruthers: Oh, sure. 


Mr Sutherland: Is it equivalent or is it just selective, 
essive retailing and discounting at the border? 


Mr Carruthers: I asked the merchandise manager for 
nagan and Raymour. They have 26 stores in upstate 
tw York. I met him in North Carolina last Sunday. He 
id: “Jim, we’re exploiting a competitive advantage. 
at’s all we’re doing. It’s business. It’s not personal.” The 
her you go south, as a matter of fact, the cheaper the 
ces get down into the Carolinas. 


Ms M. Ward: Is there still a duty on furniture? If so, 
at is it? Is it one of the ones that is reducing? 


Mr Carruthers: It is 6% and it will be phased out 
er the next two years. 


Ms M. Ward: What was it originally? 


Mr Carruthers: It was 15%. Basically, what it meant 
us as retailers three years ago was that we would not 
seive a price increase from American manufacturers for 
'e years, assuming that their price increases would be 
yund the 3% level, which has been fairly consistent, so 
it has been one of the reasons for the demise of the 
inadian manufacturer. I do not think our inflation has 
en running at zero for the last five years. 


Mr B. Ward: The manufacturing taxes too. 


Mr Hansen: I have one other question. You were saying 
lier that if the American dollar went down, that would 
rt your business even more. But the other thing, looking 
it, is that possibly a Canadian product could come back 
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on the market produced here in Canada to compete with 
American furniture. Would you see that price-wise? 

Mr Crrruthers: No. As a Canadian I would like to 
see that, but my experience is that that would not happen. 
The margins that are available in manufacturing and the 
manufacturing industry do not justify going back into the 
business, spending all of that money, all that high technology 
that is available. It would be very expensive. 

Mr Hansen: That 40% of the Canadian market, I do 
not know what is covering all furniture lines. If the Cana- 
dian dollar did drop, there is a possibility you could get an 
increase in Canadian sales. People would not be shopping 
across the border as much because of the lower Canadian 
dollar. The other thing is that they would be more likely to 
purchase a Canadian product because it would be a lower 
price than the competitive American product coming into 
your store. 

Mr Carruthers: I doubt that. Again, I would like to 
see that but I would doubt it because the capacity would 
not be there in the Canadian industry to meet the demand. 
And once again, the economies of scale at the manufacturing 
level are quite different from those at the retail level, where 
you have open-shop states and a fabric cutter is making $6.75 
to $7 an hour versus an upholsterer in Concord, Ontario, 
who is trying to hire at $23 and he cannot get anybody. 

The Chair: Thank you for your presentation. 


Mr Carruthers: I promised the fellows back at the 
store I would bring one other thing to your attention, and | 
hope you will take the message back with you with the 
sincerity in which it is delivered. I walked in this morning 
and looked in my mailbox. Before the drivers and helpers 
had gone out on the road this morning they had left a little 
petition. I am sorry I left it back in my office. It is signed 
by everyone and it says: “Jim, do your best. We’d like to 
stay in Canada.” Thank you very much. 

Mr Phillips: Well done. 

The Chair: Okay. Should we ask the Treasurer to 
come in and do a post-budget presentation next Thursday? 

Mr Phillips: Agreed. 

The Chair: It is a normal activity for this committee 
to ask the Treasurer to come in, since we did the pre-bud- 
get consultations. 

Clerk of the Committee: We have no more witnesses 
scheduled on this. 

The Chair: We actually have no more witnesses 
scheduled, so we can have the Treasurer come in next 
week to discuss the budget. It can be either in the morning 
or in the afternoon. In the other time slot we should dis- 
cuss some of the recommendations and perhaps give direc- 
tion to research and have those drawn up for us. 

This committee is adjourned till next Thursday, 10 
o’clock. 

The committee adjourned at 1725. 
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Stockwell, Chris (Etobicoke West PC) 
Sullivan, Barbara (Halton Centre L) 
Sutherland, Kimble (Oxford NDP) 

Ward, Brad (Brantford NDP) 

Ward, Margery (Don Mills NDP) 


Substitution: 
Harrington, Margaret H. (Niagara Falls NDP) for Mr Christopherson 


Also taking part: Turnbull, David (York Mills PC) 
Clerk: Decker, Todd 
Staff: 


Anderson, Anne, Research Officer, Legislative Research Service 
Rampersad, David, Research Officer, Legislative Research Service 


045640045 















‘Va 
ee 
y ; ; v nN a ¥ 
"7 a , a ie . 7 a 
jr erode. gi MANE Le 
ae We Lt i” ans : Re ‘ 
\. iirtth a oasis we able Se ata a 
J ter Vie Mab igy . po! 4 a - 
od iu 24 oe oe 7 ye 
' ' ‘ ; ; 7 
f Co 06 . 
; us TA : - 
‘= . : : 7 4 
i | od aii a a: 
Bc) i ai ; rn" as 7 a ar 
ee SP PP Fes GOP aT ¢ wel MELON AT dO Adigsy 


«1 







































































WEB 26 100, 


wot 


Hsu 


phy 


= 


ae 


OES REN AEE 
Cah ae 
yey 


fafa 
Hee 
* 





